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In Amman 
we delight in our traditional 
Jordanian hospitality. So will you. 


HOTEL JORDAN 
INTER* CONTINENTAL 
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Queen Zein Street, PO. Box 35014, 962 (6) 41361, Telex: 21207 
For reservations call: Hong OK. 5-229879, Melbourne: 637219, 
Osaka: (06) 264-0666, Singapore: 2202476, Sydney: 232 1933, Tokyo: 215-0777. 
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our luxury is rivalled 
only by our spectacular setting. 
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: 5-229879, Melbourne: 637219, Osaka: (06) 264-0666, 
76, Sydnev: 232 1933, Tokyo: 215-0777. 


For reservations call: Hong Kong 
Singapore: 22024 





Marcos mistakes 


We wish to take issue with Philip Bow- 
rings defence of former Philippines 
president Ferdinand Marcos [THE 5TH 
COLUMN, 22 Mar.]. While Bowring's 
praise for the proclaimed ideals of the 
martial-law era might be well placed, his 
defence of the economic policies fol- 
lowed during the 1970s is well wide of 
the mark. 

Among the more glaring errors of 
fact we note the following: 

Bowring claims that martial-law eco- 
nomic policy freed the country from the 
"shackles" of "inefficient import-sub- 
stituting industries." In fact, the effec- 
tive rate of protection to the manufac- 
turing sector rose from 48% in 1965 to 
70% in 1980. Studies both by Filipino 
economists and by the World Bank at 
the end of the 1970s showed that trade 
policy continued to grant heavy protec- 
tion to inefficient industries. A sub- 
sequent attempt to reduce protec- 
tionism — the 1982 tariff-reform pack- 
age — quickly ran into political difficul- 
ties and was effectively abandoned. 

On grain production, Bowring 
claims, the Marcos regime “had one 
priority right," which he attributes in 
part to pricing policies and infrastruc- 
tural spending. A series of studies by the 
Philippine Institute of Development 
Studies published in 1982-83 showed 
conclusively that nothing could be 
further from reality. Rice self-suffi- 
ciency between 1977 and 1982 was 
achieved not as a result of, but despite, 
pricing policies which turned the coun- 
try's internal terms of trade against ag- 
riculture. 

Finally, Bowring believes that Mar- 
cos probably won 40% of the vote. May 
we Suggest that if he did, it was substan- 
tially because of, and not despite, “all 
the corruption, greed and spasmodi 
violence he engendered.” 








lan A. Coxhead, 
Canberra Sisira Jayasuriya 
Animal exchange 


The trend of governments to give one 
another animals as an expression of 
friendship may seem innocuous, but can 
have serious consequences. A minor 
problem is size and expense — as in the 
case of Thailand's gift of an elephant to 
Sri Lanka [20 Feb.], which needed a 
borrowed American military transport 
aircraft to make it work. 

Much more important is that the 
ideal gifts are thought to be members of 
rare species — the rarer the better, in 
fact. Thus the remnant individuals of 
endangered species may be scattered 
among distant palaces, which is not the 
best way to conserve them. 

A case in point was the recent dis- 
patch of a Sumatran rhinoceros from 
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You may think no airline 
can improve on it. 


We've worked hard to make our menu the best in 


the air. And a lot of people seem to think we've succeeded. 


Our passengerscan enjoy deliciousentrées like Lobster 
Thermidor, Prawns Neuburg or Roast Loin of Veal. 
Filet Nicoise is particularly popular. 


If you're flying long haul, you can even savour the 


national cuisine of your country of departure or arrival. 


Our menus are constantly changing. And our chefs 
constantly trying to go one better. * 


<> 


Even though 
its remarkably 
difficult. 


AJFLUNES A MEMBER OF IATA 


Welcome to our world. 





f governments want to give 
bu should Stick to 


conductor C hen Xie Yang sin- 

on to me to con uct the Shanghai 

armonic Orchestra in November 
naccurate. 


as personally ex- 
n when I met him 


Shanghai in Sep- 
| e Consul-General 
shang al was present when the sug- 

st s made and was delighted. 
Edward Heath 


loes not deny the item (that 


original idea was that he should 


nduct the orchestra during the Queen’s 
misit to China). Anyway, the REVIEW 
stands by its story. 


1980. in Kwan ju. 
d tragedy Occurre: i 


ig has ¢ come in Seoul. The season 


has had a special meaning in Korean 
politics. During past two decades im- 


portant political incidents took place 
during the season: the student revolu- 
tion on 19 April 1960, and a military 
coup on 16 May 1961. In the spring of 
an unforgettable 
more horrible than the 
assassination of Benigno Aquino. 


Under the bright May sunshine, 


dozens of Koreans were killed at the 


hands of the very South Korean soldiers ME 
who, they had believed, were protecting: D 
them against the enemy. Although six j 
years have passed, resentment is smoul-. | 
dering i in the minds of the south Korean | 
| people. E | 
Again, this spring, some survivors - 


and students are crying — urging the 
government to disclose the tragedy and 


| to revise the constitution. 


President Chun Doo Hwan's offi- 
cials are claiming that the forces which 
toppled Ferdinand Marcos in the Philip- 
pines cannot break out in Seoul owing 


to big differences between the two 
countries. 
Yes, they are right. There are no | 


| E AUSTRALIAN NATIONAL UNIVERSITY invites appli- | 
ations from suitably qualified women and men for appoint- 1 
ant to the position of CHAIR OF CHINESE IN THE FACULTY 1 


C r ASIAN STUDIES. 


seth s a majör. specialisation i in Modern Chinese are | 
) apply with preference being given to those 
terest in Modern Chinese language teaching. 


ppo ate e will be expectec 


Stgradu te wak. Proven pitis in the. Gtganisation of | 
S Modern Chinese for English spegkors is essen- 


to take a leading role inthe | 
ai iid | fesearch WO of the caine Centre. Theteach- | 


Andi generals do not pay a 


people here. Once-brav 


reans now hesitate in the ¢: 
revise the basic law. pore 
The point is how many Sout 
people will participate in 
"human barricades" at the 
lives before tanks and paratroc 
whether the military will hear tł 


| of the people. 


Spring. 


las come in Seoul ¢ 
Seoul. l 


Prison fat igues? 


-On page 238 of the REVIEW’: 8 1986. 
Yearbook, there is a photo of Sr 

|] kan troops on guard against 

| Tamil separatists. You will see 


of the casually dressed soldie 


| ing a T-shirt, on — is le 


"Property of AI 


-tiary Swim Team." 


I realise. that Sti Lank 


forces may be on a tight bud 


surely they could afford to outf 
soldiers in something other t ian 
surplus! 


Newly completed and 
strategically located near 


mass transit. 


Within 5 minutes walk to 


tourist belt, Orchard Road. 
and shopping centres. _ E 
About 300 rooms and suit les 
with modern amenities and 
luxurious furnishinas. 
Swimming pool, discotheque 
and restaurants. | 

Good car-parking facilities. 
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Who will keep you 


smiling on your 
* next trip in Asia? 





Irene Chin 
Restaurant Captain 


People Pleaser 


Travel. It can put a smile on your face. Or 
wipe it clean away. 

we all know what can happen to the best 
laid plans of mice and men. Which is why at 
Holiday Inn the countless little things that can 
make or break vour trip are the things we care 
most about. 

Our staff are committed to making sure 
your plans never falter. They renew the 
definition of service, going beyond daily 
routine to make your stay special. As People 
Pleasers they understand graciousness and the 
importance of a smile. 

At Holiday Inn we care about the small 
things in life. 





We care about the small things in life. 


International -Asia /Pacific 
For further information and reservations, contact vour travel agent. 
any Holiday Inn hotel or our Regional Director of Sales. 
c/o Holiday Inn Harbour View Hong Kong, 
TST PO Box 98468, 70 Mody Road, Kowloon, Hong Kong. 
Tel: 3-7215161 Telex: HX 38670. Cable: INNVIEW. 


Holiday Inn Hotels in Asia/Pacific 


Bangalore * Lido Beljing * Bombay * Colombo * Golden Mile Hong Kong 


Harbour View Hong Kong * Islamabad * Johor Bahru * Kanazawa 
City Centre Kuala Lumpur * On The Park Kuala Lumpur * Karachi 
Kuching * Kyoto * Manila * Nagasaki! * Nankai-Osaka * Narita 
Penang * Park View S * Royal Singapore + Menzies Sydney 

— Surfers Paradise * Tokyo * Toyohashi * Yokohama 








University of Southern California 


GRADUATE SCHOOL OF BUSINESS ADMINISTRATION 


One-Year International MBA Program 


TheIBEAR MBA Program is a highly intensive, AACSB accredit- 
ed general management program emphasizing international 
and Pacific Rim business. It includes 16 courses, microcomputer 
training, individual research, trade-related team consulting for 
an American firm, a ten-week computer-based international 
business strategy simulation, field trips and guest executive 
seminars. 


Graduates join a rapidly expanding network of well-placed 
IBEAR alumni in 184 firms and 24 nations. Present participants 
average 33 years of age and 10 years of work experience. Four 
scholarships, funded by the U.S. Department of Education, are 
available to U.S. citizens. The next program begins August 5. 
Applications are reviewed until July 1. 


Pacific Rim Management Programs 


Four programs of three or four day length for managers doing 
business with Pacific Rim firms, preparing for assignment 
abroad or working for an Asian firm or Asian owned subsidiary. 


Doing Business with China June 9-13 
Doing Business with Taiwan June 15-18 
Doing Business with Korea June 18-21 
Doing Business with Japan June 22-26 


USC is the oldest and largest private university in the western Uniteu 
States. For complete information on these programs: 


International Business Education and Research (IBEAR) 
University of Southern California 
Los Angeles. CA 90089-1421 
Phone:(213) 743-2272 Telex: 4720490 USC LSA 





DID YOUR COMPANY 
MAKE THE ‘REVIEW 600’? 


One of the best ways to measure the dynamic quality 
of a publication is to examine the quantity and qual- 
ity of the advertising pages it carries. Last year, when 
many publications were struggling to maintain ad- 
vertising volume, the Review carried more advertis- 
ing than at any time in its 40-year history. 

More than 600 companies from every corner of ti 
globe selected the Far Eastern Economic Review to 
promote their message representing every major 
category of industry including banking & finance, 
travel, high technology, construction & engineering, 
liquor, office equipment, luxury products and many, 
many more. 


As the world’s premier publication on Asian affairs, 
the Review delivers top decision makers in business, 
industry, government and the professions more cost 
effectively than any other publication in Asia. 


To reach the elite, join the elite by advertising in the 


Far Eastern Economic Review and join the Review 
600. 


For a composite of every advertisement carried 
write, on your company letterhead, to: 


Ms. Elaine Goodwin 

General Sales Manager 

Far Eastern Economic Review Ltd. 
GPO Box 160 

Hong Kong 
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engal, once a proud, prominent and nationalistic pro- 

vince under the British Raj, was divided by partition in 
1947. The last manifestation of Bengali nationalism led to 
| the independent state of Bangladesh. Arts & Society editor 
| lan Buruma looks at the state of Bengali culture in Calcutta 
4| and Dhaka, and describes the problems of a split civilisa- 
| tion. This includes a feature on one of the greatest Bengali 
artists of the century, the film-maker Satyajit Ray. Con- 
tributor Juliet Reynolds explores the life of another Bengali 
film director, Ritwik Ghatak. Pages 68-72. 


Cover picture by lan Buruma. 





iPages 12-13 

President Corazon Aquino introduces 
ia temporary constitution giving her 
weeping powers, but avoids calling it 
volutionary." At the same time her 
's finances come under 
ncreasing scrutiny. 





Page 14 

Prime Minister Mahathir brings a 
respite at least in Sabah's troubles, 
with a plan for power-sharing among 
the factions. 


je 16 
inai Prime Minister Prem  Tin- 
sulanond rules out a one-year exten- 
sion of service for supreme com- 
mander Gen. Arthit Kamlang-ek, de- 
spite mounting pressure from Arthit's 
supporters. 


Page 17 

Prince Sihanouk's latest proposals on 
Cambodia do not open the door to a 
peaceful settlement, but there are in- 
dications of slight flexibility on both 
sides. 


Pages 25-31 

Almost 25 years after Tunku Abdul 
Rahman first revealed a plan to 
bring Singapore, Sarawak and Sabah 
into a federation with the Malay penin- 
sula states, despite some problems, 
that federation is still very much 
alive, with an impressive sense of 


unity. 


Pages 43-67 

FOCUS looks at Asia's trade unions 
which are ailing through repressive 
laws, massive unemployment, falling 
membership and factionalism. 


Page 81 

The continuing strength of the yen ap- 
pears to be more a function of politics 
than fundamentals at this point, but 
there are fears that the currency's rise 
may have come too fast, while Japan- 
ese exporters complain that their pro- 
fits are shrinking as a result. 


83 
Pressured by worsening terms of 
trade as well as militant farmers at 
home, Australia is taking a tougher 
stand against EEC subsidies for ag- 
ricultural production and exports. 


B4 
With many state enterprises showing 
losses, China seems ready to formu- 
late a bankruptcy law, after years of 
mostly internal debate about whether 
companies in a socialist system 
should be allowed to go under. 


Despite falling oil prices and uncer- 
tainty among the bureaucrats who 
were appointed during the adminis- 
tration of former president Ferdinand 
Marcos, new firms are queueing up 
for a chance to explore fresh oil re- 
serves in the Philippines. 


Page 88 

Seoul is experiencing a price war, as 
international airlines try to get a slice 
of the small South Korean interna- 
tional travel market. 


Pages 99-102 

India's stockmarket boom is brought 
to a halt by new budget measures. 
Meanwhile, South Korean authorities 
move to cool what they fear is an over- 


A Prices and Trends - 106 
heated bourse, while Japanese ex- Backpage Letter: Negombo 
changes reach new highs. e e: | e^ | 
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| blamed on radicals — 


I Japanese police blamed left- 
‘a wing radicals for bombing inci- 


dents which, occurred outside 


the US Embassy and the Im- 


rial Palace on 25 March. 
Tu ach incident involved the fir- 
ing of two home-made rocket 
bombs from launching devices 
. fitted with timers and placed in 
the boots of parked cars. None 
of the rockets caused any dam- 
age, though one landed in- 


the palace. 

e rockets were similar to 
those used in an attack on the 
headquarters of the Liberal 
Democratic Party (LDP) in 


| the Chukakuha radical student 
Toss was arrested in April 
985 in connection with the 
LDP incident. — Charles Smith 


Singapore expels Reuters 

reporter for rescue report 
Singapore gave Reuters corres- 
ndent Marilyn Odchimar 48 
ours to leave the country for 
what the government branded 
"irresponsible" reporting. Od- 
chimar, a Philippine citizen, 
wrote a widely reprinted sory 

quoting a survivor of the mi 
March New World Hotel col- 
lapse as saying that a dying 
woman was asked for money 
by a rescue worker. The gov- 
ernment said the survivor who 
related the story was “in a de- 
lirium when he was inter- 
viewed" and that Odchimar 
should have checked the story 

with the authorities. 

— Paul Handley 


Soviet technicians may 
return to China 





REGIONAL 


side the Hanzomon gateway of 


September 1984. A leader of 


Lee orders inquiry 

on judiciary claim 

Singapore Prime Minister Lee 
Kuan Yew ordered a High 
Court inquiry into what he said 
were allegations by opposition 
MP J. B. Jeyaretnam that the 
Singapore judiciary was not in- 
dependent. Jeyaretnam had 
asked parliament for an expla- 
nation of the transfer of former 
district court judge Michael 
Khoo, who had  aquitted 
Jeyaretnam of three charges in 
a 1984 court case. After the 
case Khoo was moved to the at- 
torney-general’s chambers, 
widely considered to be a much 
lower posting. Last November 
the Asian Wall Street Journal 
was fined for comments critical 


of the judiciary in the handling 
of a case involving Jeyaretnam. 


— Paul Handley 


New Nepal government 

to organise elections 
Nepal's pp pee i has ap- 
pointed a 10-member interim 
government to organise a "fair 
and free" general election on 
12 May and run the country 
until then. It is headed by 
former prime minister Nagen- 
dra Prasad Rijal and in- 


cludes three ministers from 
the recently dismissed govern- 
K M SINGH 


Soviet First Deputy Premier 
Ivan Arkhipovs week-long 
visit to China yielded two for- 








mal 


since former Soviet 
Nikita Krushchev abruptly re- 







| the outset of the Sino-Soviet 
A - Split in 1960. 


— | mic impact of the return of the 
"Yd E advisers will be marginal, 
o j t 


some view the protocol as’ 


= a pyschological breakthrough 
— — | which will restore the human 
— | content to Sino-Soviet relations, 
d | eibi further improve 
$ — | the overall, bilateral political 
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agreements permitting 
Soviet technicians to return to 
Chinese soil for the first time 
leader 


- called 10,000 Soviet advisers at 


| . Analysts believe the econo- 


Richard Nations | 


ment of Lokendra Bahadur 
Chand. 

The new government was 
formed in an apparent bid to 
persuade members of the Ne- 
pali Congress Party to contest 
the elections as individuals 
under Nepal's non-party pan- 
chayat system. But the party 
leadership is sticking by its de- 
cision to boycott the elec- 
tions. 

It says there is no question of 


the PS contesting elections 


until the panchayat system is 
dismantled and all political pri- 
soners released. 

— Kedar Man Singh 


















BUSINESS 


Holmes a Court 

for withdrawing BHP bid 
Australian sharemarket raider 
Robert Holmes à Court's Bell 
Resources has been criticised 
in the Victorian Supreme 
Court after withdrawing his 
A$2 billion (US$1.4 billion) 
partial takeover offer for the 
country’s biggest company, 
Broken Hill Proprietary 
(BHP) on 24 March. Justice 
Marks said Bell had withdrawn 
the bid because it was unwilling 
to reveal details of its contro- 
versial financing from Britain's 
Standard Chartered Bank, 
which he described as “omin- 
ous.” A court action brought 
by BHP had turned against 
Bell on 20 March when the 
judge rejected applications to 
block a subpoena of loan docu- 
ments. 

To close off the litigation 
after withdrawing the bid, Bell 
had not opposed BHP motions 
for the court to make certain 
declarations about his offer 
documents and their com- 

liance with the takeover code. 

ell has also been ordered to 

ay legal costs of BHP and the 
National Companies and Secu- 
rities Commission — the costs 
may be about A$600,000. 
Holmes a Court has said he is 
still on the attack, and was ex- 
pected to launch a revised bid 
shortly. — Hamish McDonald 


—— US$3.3 billion 


Singapore Airlines has order- 
ed 20 Boeing 747-400s in 
what is described as the largest 
aircraft-type order in history. 
Fourteen of the long-range air- 
craft are on firm order for de- 
livery between 1989 and 1993, 
and the other six are on option. 
The deal, including spare- 
parts, options and engines, 1s 
worth an estimated US$3.3 bil- 
lion. No decision has been 
made yet on the engine sup- 
plier. — Paul Handley 


T gets tough 
China traders 

Tarwan’s Garrison Command 
(GC) announced on 24 March 
that two local businessmen had 
been sentenced to three years 
in prison by a military court for 
trading with China. The secu- 
rity agency said the two men, 
identified as Chen Chi-sen and 
Han Ching-fei, had gone to 
China from the Philippines in 
July to make business contacts. 


They returned to the Philip 
pines after three weeks ii 
China, but were deported ti 
Taiwan by Philippine immi 
tion authorities because the’ 
had used falsified entry papers 
whereupon they were arrestet 
by the Taiwan authorities, ac 
cording to the GC statement. 

Their arrests had not beei 
previously announced, bu 
they coincided with a toughen 
ed stance by Taipei against th: 
burgeoning direct and indirec 
trade with China. 

— Carl Goldstei: 


eyes links 
on US futures 


The Sydney Futures Exchang 
(SFE) is close to negotiatin 
linked trading of US Treasur 
bond and Eurodollar future 
with the London Internatio 
Financial Futures Pd 
(LIFFE). This will leave on 
small gaps in 24-hour trading 
and effectively tie the SFE t 
the Chicago Board of Trade 
originator of the T-bond cor 
tract which the LIFFE ha 
exactly copied. 

Sydney exchange member 
believe the arrangement wi 
greatly advance the SFE’s am 

itions for pre-eminence in th 
Asian time zone over rival ex 
changes, particularly the Singe 
pore Internatio Monetar 
Exchange (Simex) which is a 
ready linked with the Chi 
Mercantile ee throug 
mutual offset on Eurodolla 
and currency contracts. The 
point out that with 204,58 
contracts in February, th 
SFE’s volume of business is a 
ready nearly four times that « 


Simex. — Hamish McDonal 
Dhaka seeks funds 
for new 


Proposals for 50 new industria 
projects valued at more tha! 
US$125 million will be on th 
table at a joint Bangladesh-U? 
international investors' forun 
in Dhaka on 5-8 May. Noftl 
American, European ane 
Asian industrialists and export 
ers have been offered project 
in the chemical, pharmaceuti 
cal, jute, textile, leather, plas 
tic, electronics, food and meta 
processing and paper product 
sectors. 

Ahead of the forum, ; 
Bangladesh Government anc 
private-sector delegation unde 
the aegis of the UN Industria 
Development Organisation” 


investment-promotion servio 
will visit New York, Washing 
ton and Los Angeles in March 

— Ted Morell 






























nge, in Peking until 29 March, has 
ad to cancel plans to visit Tokyo 

mediately afterwards. The 
apanese have told him a visit is not 
ssible for “schedule reasons” 
“elated to Japanese Prime Minister 
"Yasuhiro Nakasone’s preparations 
or the May summit, which include an 
B: visit to Washington. Diplomatic 
rces, however, say the real reason 

that Lange’s presence in Japan 

ould be an embarrassment because 
t could ignite a debate over nuclear 
licies. Lange has had a standing 
'nvitation to visit Japan since January 

984 when Nakasone visited New 


»Zealand. 


n" Zealand Prime Minister David 
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AN 
Afghan rebels fired 20 rockets at the 
viet Embassy and army base in Kabul, 
a diplomats in Islamabad said (25 
ar.). 










." Opposition and government leaders held 
wecret talks to try to reach a compromise over 
»arliamentary elections, sources from the 
kwo sides said (27 Mar.). At least 18 people 
seriously injured during a 12-hour na- 
| strike, police said (22 Mar.). The 
;even-party opposition alliance led by the 

angladesh National Party announced it 
uld boycott the general election planned 
r May. President H. M. Ershad accepted 
resignations of 26 members of his 35- 
member cabinet, it was reported (23 Mar. ). 









Danish Prime Minister Poul Schlueter ar- 
rived on an official visit (24 Mar.). The an- 
nual National People's Congress opened. 
Deng Xiaoping emerged from a three-and-a- 
“half month absence looking fit and said he re- 
‘treated deliberately to give underlings more 
responsibility (25 Mar. ). 


INDIA 
The government ordered additional 
MA troops to be sent to Punjab, of- 
ficials said, as separatist-related violence got 
worse (79 Mar.). Militants challenging Pun- 
jab's moderate Sikh government blocked 
froads and closed schools to protest against 
the police shooting of demonstrators who 
stormed the state assembly on 21 March (22 
Mar.). Suspected Sikh terrorists sabotaged a 
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HELPING HAND 

The Australian Government of . 
Prime Minister Bob Hawke is giving 
more weight to its relations with 
Papua New Guinea, after Canberra 
became alarmed last year at a 
perceived weakening of government 
effectiveness in Port Moresby. After 
several years of relative neglect, 
Canberra will shortly start sending a 
stream of ministers and bureaucrats 
to Papua New Guinea to look at ways 
of improving support in various 
policy areas for the new government 
of Prime Minister Paias Wingti. 


CAPITAL IDEA 

China is studying the possibility of 
issuing Euro-yen or ECU- 
denominated bonds so as to dilute its 
dependence on the Tokyo capital 
market. Chinese borrowing on the 
Tokyo market totalled € 110 billion 
(US$625 million) in the first three 
months of 1986 — by far the largest 
amount for any sovereign borrower. 
There are fears that a continued 
stream of Tokyo issues could damage 
the credit rating of the two main 


railway and fatally shot two people on a farm 
outside Batala in Punjab ba Mar.). Nine 
people died in Punjab as security forces went 
on the offensive, the Press Trust of India re- 
ported (25 Mar.). 


INDONESIA 

The two major parties of East Timor ag- 
reed to join forces to press for self-rule (24 
Mar. ). 


JAPAN 

Police blamed leftwing radicals for bomb- 
ing incidents outside the US Embassy and 
the Imperial Palace in Tokyo (25 Mar.). 


MALAYSIA 

A curfew was imposed on Kota Kinabalu 
after two people were killed in rioting by 
Muslims opposed to the mainly Christian 
government (79 Mar.). Police in Sabah ar- 
rested almost 700 militant Muslim opponents 
of the government as a second overnight cur- 
few was imposed on Kota Kinabalu (20 
Mar.). Prime Minister Datuk Seri Mahathir 
Mohamad said that Sabah's three major poli- 
tical parties had agreed on a political formula 
to end civil unrest (24 Mar. ). 


NEPAL 

King Birendra accepted the resignation of 
Prime Minister Lokendra Bahadur Chand's 
government in the run-up to the general elec- 


tion on 12 May, according to a palace state- 
ment (27 Max) 


PAKISTAN 
Afghan fighters killed five Pakistani 
militiamen and injured 14 militiamen and 


om. 
m 


borrowing institutions, the Bank of 
China and China International Trust 
and Investment Corp. 


KARENS CAUGHT 


At least three Karen saboteurs were 
picked up in Rangoon in February, - 
according to Burmese intelligence 
operatives. Their motive for 
mfiltrating the Burmese capital was 
not clear, but diplomatic observers 
linked the arrests to two major events 
hosted by the government in the same 
month: the visit by West German 
President Richard von Weizsacker 
during early February and the annual 
Gems Emporium. 


NO MORE FOREIGN LEGION 


Following reports that Sri Lankan 
helicopter gunships used in the 
operations against Tamil militants in 
the north and the east were manned 
by foreign pilots, New Delhi took up 
the matter with Colombo warning 
against the use of foreigners in its 
military operations. As a result, Sri 
Lanka has stopped bombing raids 
against guerilla bases. 


solidiers in a strafing raid on their post near 
the Afghan border, officials in Peshawar said 
(19 Mar.). Tens of thousands of people 
swarmed through Rawalpindi in an anti-gov- | 
ernment protest (23 Mar.). The US agreed to | 
a new six-year US$4.2 billion arms and eco- | 
nomic aid package to replace a current pack- 

age due to run out in 1987, spokesmen for the 

two countries said (24 Mar). 


PHILIPPINES Au 

President Corazon Aquino abolished the D 
national assembly and declared an interim 
constitution which would remain in force 
until a national plebiscite ratified a new one 
within a year (25 Mar.). 


SOUTH KOREA 

A Seoul court jailed five students for up 
to seven years for trying to topple the gov- 
ernment of President Chun Doo Hwan (79 
Mar.). Hundreds of club-wielding anti-gov- 
ernment students fought riot police who 
stormed universities in Seoul (27 Mar.). 
More than 20,000 people demanding the res- | - 
ignation of Chun marched through the | - 
streets of Pusan (23 Mar.). M 


SRI LANKA EU 
Twelve Tamil separatist guerillas were | 
killed by security forces in a battle in Sri f| — 
Lanka's northern province, a Defence | - 
Ministry spokesman said (27 Mar. ). ; 


THAILAND | | 

Armed forces commander Gen. Arthit - 
Kamlang-ek said he would comply witl A 
Prime Minister Prem Tinsulanond's decision - 
that he retire when he tx T $6 Y 25 M ar) 
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Aquino gives herself absolute control under a ‘Freedom Constitution’ 


Power of the pen 


By James Clad in Manila 
j bes Republic of the Philippines has a 
new constitution — the country's 


third in 50 vears of self-government. 
Yet despite the sweeping powers it con- 
fers on its promulgator, it is headed for 
an early demise: if all goes as planned 
the provisional charter announced by 
President Corazon Aquino on 25 March 
will give way in less than a year to yet 
another — this one, she hopes, will be 
permanent. 

Aquino's short proclamation estab- 
lished a “provisional constitution for an 
orderly transition to a government 
under a new constitution" to be written 
by a 30-50-member commission ap- 
pointed over the next two months. In 
turn, Aquino wants these "patriotic and 
nationalistic" Filipinos to finish their 
work within 90 days. If a plebiscite ap- 
proves the result, the timetable in 
Aquino's proclamation sees the Philip- 
pines getting “a new, permanent con- 
stitution and a duly elected parliament" 
within one year. 

Meanwhile, the new president will 
keep much of the existing governmental 
structure intact, but the Marcos con- 
stitutional provisions giving the presi- 
dent almost unfettered powers and 
creating both the unicameral national 
assembly and the office of prime minis- 
ter have been scrapped. 

Aquino's announcement offers an 
interim, scissors-and-paste solution to a 
constitutional conundrum that followed 
her assumption of office after a disputed 
election, a military revolt and the depar- 
ture, under pressure, of Ferdinand Mar- 


cos, The question was whether her gov- 
ernment had won power in the 7 Feb- 
ruary presidential election, or by revo- 
lution. In short, what made it legitimate 
other than the mass support it enjoys? 
Aquino and her vice-president, Sal- 
vador Laurel, have always insisted their 
legitimacy stems from winning the dis- 
puted election. The 25 March proclama- 
tion makes this point again. But while 
they do not see that a fraudulent na- 





Aquino signs: provisional constitution. 








tional assembly decision declaring Mar 
cos the winner robs them of either vic 
tory or legitimacy, they have found it in 
creasingly awkward to persevere wit 

Marcos' 1973 constitution. 

Aquino's advisers, especially, savy 
two basic problems. Not only woule 
keeping the existing arrangement hav 
saddled the regime with an — 
controlled assembly but also — ane 
more important — the retention of th 
1973 constitution might hav 
signalled an implicit recogni 
tion of the legitimacy of Mar 
cos institutions. This Aqu 
could not accept. 

Instead, she has now of 
fered “an interim constitution® 
under which our battered na 
tion can shelter after years o‘ 
dictatorship.” She calls it æ 
"temporary Freedom Con 
stitution" that will protect, no 
detract from, “our new wor 
rights and liberties , . . Ne 
right provided under the un 
ratified 1973 constitution is 
absent from the Freedone 
Constitution. " 

Despite widespread leaks 
that the government would be 
officially labelled “revolution: 
ary,” the declaration carefullw 
avoids this and does not ad 
dress the legitimacy issue di 
rectly, though at one point ir 
an accompanying statemen® 
Aquino referred to “the Feb 
ruary Revolution.” , 













Daunting task ahead 


The new regime faces a host of problems 


wo schools of thought dominate dis- 

cussion about the long-term cohe- 
siveness of the new Aquino govern- 
ment. The first says the broad popular 
support for Aquino will stiffen her 
ministers’ resolve for reform and 
guarantee stability. The second holds 
that the spectrum of views in the cabinet 
— ranging from Marcos-era holdovers 
to strongly nationalist or Left-leaning 
ministers — may be too wide to support 
genuine consensus. 

While it is too early to say which is 
correct, many issues still hang over the 
new government. These include lines of 
authority, investment strategy, labour 
relations and the communist insurgency. 


12 mV Tr Se ee 


Experience with the newly formed 
Presidential Commission on Good 
Government has given Manila an early 
lesson in the problems of coordination. 
Headed by former senator Jovito 
Salonga, the commission has been issu- 
ing sequestration orders for the prop- 
erty of Marcos and the former presi- 
dent’s cronies (REVIEW, 27 Mar.). 

But faced with unexpectedly tough 
resistance from the management and 
staff of some confiscated properties, in- 
cluding a newspaper linked to Marcos, 
Aquino’s second cabinet meeting on 19 
March decided to rein in Salonga's team 
while he was in the US. The president's 
office and the ministries of finance, 


trade and industry, and labour musti 
henceforth be consulted by the commis- 
sion — a sure drag on quick action. 

Presidential spokesman Rene 
Saguisag said these steps amounted to 
tightening the sequestration proce~ 
dures, ile a welcome corrective to 
some, others see the reining in of the 
commission as an unnece , not to 
say faint-hearted, move. But Salonga' 
freezing of bank accounts or seizures o 
companies seemed to some as breach- 
ing the provisions of due process of 
aw. 


nother area where the president 

made her feelings obvious concerns 
control over the military. In a speech om 
22 March to graduating cadets at the 
Philippine Military Academy ini 
Baguio, Aquino said chief of Gen. 
Fidel Ramos “will report directly to 
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. However, answering press ques- | realise that people may suspect | that 


ions after the 
inister Neptali Gonzales said: “I 
ould say [the constitution] is civilian 
character, revolutionary in origin, 
lemocratic in essence and transitory in 
—haracter." 

The 25 March declaration gave Mrs 







proclamation, Justice | what is intended to be temporary may 


become permanent." 

Some parts of the proclamation have 
regional or international commercial 
implications. Keeping intact for the 
time being the 1973 constitution's provi- 
sions about the "National Territory" 


"Aquino sweeping personal power to | means Malaysia's hopes for an explicit 


overn on her own until the new con- 
"titution is introduced, and despite the 
suggested timetable, did not put a speci- 
‘ic time limit on her rule. But she stated 
er power would be used to "achieve 
xhe mandate of the people to . . . com- 
letely reorganise the government, re- 
abilitate the economy . . . recover ill- 
otten properties, restore 
order [and] settle the problem of in- 
"surgency," among other aims. 

All existing laws remain in operation 
nless they are amended, modified or 



















ts transitional, housekeeping nature, 
he provisional constitution reveals 
me emerging trends in the new gov- 
ment. It also closes some political 
ates, and opens some new ones. 


pis of all, Laurel is no longer con- 

currently prime minister, as the con- 

#stitutional provisions creating the office 
no longer exist. Secondly, the decision 
to abolish the national assembly means 
the Philippines now has no legislature at 
all: an unusual position for a popularly 
based regime. Thirdly, Aquino has 
made it explicitly clear that she alone 
will decide who stays in office and who 
goes, whether national or local, elected 
or appointed. 

During the briefing immediately fol- 
l&wing the proclamation, Gonzales was 
asked whether Aquino now held powers 
that, at least in theory, might be broader 
than those ever possessed by Marcos. 
Gonzales stressed that the proclama- 
tion was for an interim period only. 
Hence the need for a fast transition to 

rmanent, constitutional rule: “We 






me," leaving Defence Minister Juan 
Ponce Enrile to supervise implementa- 
tion of reform programmes. 

As of 21 March an estimated 38 
strikes were continuing across the na- 
tion, tying up Labour Minister Augusto 
Sanchez in successive mediation efforts. 
The causes of the industrial action are a 
mix of wage claims and political ques- 
tions — usually demands that holdover 
Marcos-era appointees vacate their 
jobs. Sanchez issued a return-to-work 
order to nearly 10,000 employees strik- 
ing at the Philippine Long Distance 
Telephone Co., an order they defied. 

eanwhile, a series of rallies began 
on 18 March by some of the 30, 
Filipinos Mapas Be US military instal- 
lations in the Philippines. 

Signalling his thinking on foreign in- 
vestment, Trade and Industry Minister 
Jose Concepcion said he agreed with 
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renunciation of the dormant Philippine 
claim to Sabah must wait until the per- 
manent constitution is written. 

The provisional constitution also 
gives Aquino the power to review all 
contracts for the exploration, develop- 
ment, exploitation or utilisation of natu- 
ral resources concluded before 25 


ace and | March. “When the national interest re- 


quires," she may "modify or revoke" 
any contract. 

Domestically, the decision to con- 
vene an appointed Constitutional Com- 


epealed by the president. Apart from | mission is seen by some as a significant 


tilt towards Laurel's Unido party group. 
Certainly ministers more closely allied 
to Laban or Bayan sentiment saw the 
proclamation as weighted towards 
Unido, which Aquino lavishly praised 
for its “remarkable feat” in the 1984 as- 
sembly elections against all odds, 
though it was cheated of its due victory. 
Yet sources close to the debate over the 
assembly's future said some Unido MPs 
only reluctantly accepted the legisla- 
ture’s demise. 

Neither the 25 March proclamation 
nor her accompanying statement re- 
vealed the president’s own preferences 
for the final constitution. While cabinet 
sources described her as preferring, in 
the main, the old bicameral 1935 Con- 
stitution — based mainly on that of the 
US — she will leave this issue to the 


Constitutional Commission, and to the | 


subsequent plebiscite. 

By demanding a complete rewriting 
of the country’s constitution, the new 
government has won breathing space 
and a chance to push aside legalistic 
obstructions to reform. 


the “general Asean view” that major- 
ity, or even 100%, foreign holding was 
acceptable for export-oriented man- 
ufacturing, but that local control should 
be achieved in enterprises catering to 
the domestic market. Meanwhile, the 
60-day moratorium granted by the 
World Bank and IMF for Manila to im- 
plement trade-liberalisation measures 
will end in late April, and local manu- 
facturers are not happy at the prospect 
of dropping the barriers. 

Also unresolved was the nagging 
question of whether the government 
would declare a ceasefire against com- 
munist insurgents. Many expected 
Aquino to announce this in her 22 
March Baguio address, but she merely 
said she would “soon call on our 
brothers and sisters” who went to the 
hills to fight Marcos, to rejoin the coun- 
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Catch-22 


Reagan would like to give Manila 
more, but congress is not sure 


By Mark Tran in Washington 


he Reagan administration is con- 

sidering a US$150 million aid in- 
crease to the Philippines, but such a re- 
quest could run into severe difficulties 
in congress. The genuine well of affec- 
tion for the Aquino government and the 
desire to extend political and economic 
support may not be enough to override 
the need to curb government spending. 

The so-called Gramm-Rudman-Hol- 
lings budget law calls for the elimination 
of the US budget deficit by 1990 and looms 
uppermost in the minds of congressmen 
when they consider any spending pro- 
posal. The recommendation for the 


US$150 million increase came from à 
US team that went to Manila in mid- 
March, led by the director of the US 
Agency for International Develop- 
ment, Peter McPherson. 

The Philippine Government did not 
solicit any specific figure, a State De- 
partment official told the REVIEW. It 
was the assessment of McPherson and 
the team. No final decision has been 
taken yet but in the likelihood of it being — 
submitted, it will 
form of a request for new money rather - 
than a reallocation of funds already ear- — 
marked for other countries. 

The administration has requested 
US$228 million for 1987 and of the extra 
money, US$100 million would go to- 
wards economic aid and the rest for 
military aid. Initial reaction in congress 
was discouraging. The chairman of th 
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the chances were not good for the exist- 
ing request, much less for more. 

Much depends on the administra- 
tion's own approach. If, as upuntil now, 
it continues to insist on increases 
throughout the foreign-aid budget, con- 
Muri patience will wear very thin. 

ut if the administration yields on some 
areas and pushes hard in others such as 
the Philippines, it could pay off. 

One suggestion, which has cropped 
up from the chairman of the House sub- 
committee on Asian and Pacific affairs, 
Stephen Solarz, is to put the Philippine 
request in a "democracy package" with 
aid to Northern Ireland and other coun- 
tries such as Guatemala. An aide to 
Obey said the proposal would be given 
serious consideration. 

While the administration thus gets to 


SABAH 








grips with the new Philippine Govern- 
ment, it still has very much the old one 
on its hands. Attempts to find a home 
for Ferdinand Marcos, his family and 
some 40 of their friends are taking on an 
increasingly desperate air. After rebuffs 
from Spain and Singapore, Panama 
looked like a good bet, but that was 
eliminated because of indignation ex- 
pressed by the Panamanian opposition. 
Marcos had good reasons in wanting 

to get off US soil in the light of the snow- 
balling legal efforts to get at his wealth. 
Marcos himself is experiencing “cash- 
flow problems” because of difficulties in 
tapping his far-flung financial assets — 
one document he took out with him 
showed that he had US$88.7 million de- 
sited in Swiss, American and Cayman 
sland banks. There are now cases 


Mahathir’s compromise 


A coalition plan at least temporarily defuses crisis 


By Suhaini Aznam in Kuala Lumpur 


fter two weeks of intermittent bomb- 
ings, fires, and demonstrations — 
plus a 2-3,000-strong occupation of the 
state mosque — negotiations for a poli- 
tical solution to Sabah's crisis moved 
into high gear with Prime Minister 


Datuk Seri Mahathir Mohamad's visit 
on 24 March. 
During his seven-hour visit, 


Mahathir attended a police briefing, 
toured damaged sectors of the capital, 
Kota Kinabalu, and then met three of 
the four key figures in the Sabah power 
drama — speaking with each in turn in 
three separate rooms at a local hotel. 
The result was a compromise formula 
for a settlement which definitely ap- 
pears to represent a climb-down for the 
ruling Parti Bersatu Sabah (PBS) and its 
Chief Minister Datuk Joseph Pairin 
Kitingan, though not a complete victory 
for his opponents. 

Mahathir had not visited Sabah since 
the PBS gained office on 22 April last 
year, after an election upset overthrew 
Berjaya, the only Sabah component of 
the ruling National Front coalition, and 
chief minister Datuk Harris Salleh. 

Sources say that during his discus- 
sions with the politicians, the prime 
minister discussed the possibility of a 
coalition, a less drastic measure com- 
pared with the possibility of a declara- 
tion of a state of emergency and direct 
rule by the federal government. The 
three leaders had agreed in principle to 
the formula and were to present speci- 
fics to him in Kuala Lumpur within a 
week, said Mahathir. 

The formula dictates that PBS presi- 
dent Pairin would remain as chief minis- 
ter. Details about the exact distribution 
of power would be worked out after 


14 


Pairin, United Sabah National Organi- 
sation (Usno) president Tun Mustapha 
Harun and Berjaya president Datuk 
Mohamed Noor Mansor had had a 
chance to meet their respective party 
members. 

All pending legal suits were to be 
withdrawn — including Mustapha’s 
controversial suit against state governor 
Tun Mohamed Adnan Robert and 
Pairin, challenging Pairin’s legality as 
chief minister when Mustapha had been 
sworn in first as chief minister despite 
his being a minority leader. That verdict 
is otherwise due on 15 April. 

A coalition would mean that Usno 
and Berjaya had succeeded in forcing 
the PBS to share power — which they 
had failed to do through the ballot box 
and law courts — through a political war 
of attrition, and with the aid of federal 
intervention. 

The formula revolved around two 
main points, explained sources. The 
first was simply to increase the number 
of Sabah cabinet ministers from the pre- 
sent nine to 14, to accommodate more 
representatives from each community 
and party. Three of these 14 would also 
serve as deputy chief ministers — one 
Kadazan, the PBS' power-base, one 
Muslim from Usno and one Chinese, 
p from the newly registered 

arti Cina Sabah, the only exclusively 
Chinese party in Sabah. Mark Koding, 
the present sole deputy chief minister, is 
a Kadazan. 

The other leg of the formula was 
more astounding — the possible cancel- 
lation of state elections, due within 90 
days of the dissolution of the state legis- 
lative assembly on 26 February, which 
had sparked the whole crisis when 





under way in Houston, New York 
Pittsburgh and Alexandria, Virginia — 
just outside Washington DC — dealing 
with a variety of issues. Another case 1s 
likely to start in San Francisco soon. 

The Houston and New York cases 
have to do with alleged Marcos proper 
ties. In Houston, the Aquino govern 
ment is claiming that Marcos, his family 
and several associates conspired to de- 
fraud the country of some US$500 mil. 
lion. It is claiming damages of US$2.* 
billion. The Pittsburgh grand jury case 
is looking into allegations of "kick 
backs" paid by the Westinghouse com 
pany to the Marcos government in ordes 
to win a contract to build a nucleas 
power station. 

The grand jury in Alexandria is in- 
vestigating other possible payments 





Pairin tried to get a new clear-cut man- 
date from the electorate. The legality 
of the dissolution is still before t 

courts. 4 


he Sabah election is now the pivot- 

al issue. Mahathir had said that 
"whether an election is to be held or not 
depends on how the details of the for- 
mula are to be worked out." But Sabah 
sources indicate that elections are not 
on the cards, and clearly, any solution 
that does away with an election in Sabah 
within the next 60 days, as constitution- 
ally required, would inevitably mean an 
erosion of PBS' power and legitimacy, 
noted a Sabah observer. 

The dissolution, signed by Adnan 
and announced by Pairin, had pre-empt- 
ed Usno and Berjaya from forging an 
opposition alliance with the help of four 
recent defectors from the PBS. 

Thwarted, Usno and Berjaya had 
launched a series of political marches 
through Kota Kinabalu, which on sev- 
eral occasions grew unruly. On 19 
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to Philippine officials for contracts 
amounting to US$100 million and partly 
financed under the Defence Depart- 
ment's foreign military sales and credits 
programme. Former Philippines chief 
of staff Gen. Fabian Ver and business- 
man Eduardo Cojuangco, a close col- 
league of Marcos, appeared briefly at 
the proceedings. 

e Reagan administration is trying 
to tread a tightrope. It wants to help the 
Aquino government but it also wants to 
live up to its pledge of ensuring that 
Marcos lives the rest of his days in dig- 
nity and honour. It could have done 
more, for example, by freezing all his 
assets while litigation to recover those 
assets is pending. 

Marcos must rue his decision not to 
shred documents relating to his deal- 








Police at the mosque: demonstration averted. 

March a 2,000-strong crowd refused to 

isperse and broke ranks, resulting in 30 

burned and M$6.3 million (US$2.5 

illion) worth of property damaged. Po- 

lice fired tear gas and arrested 20. Two 

died in the riot — one Filipino protester 

and a schoolboy who was knocked down 

by a car while trying to flee the scene — 
bringing the total deaths to five. 

Having been starved out at their 
mosque-cum-operations base for the 
preceding 24 hours, 690 Usno support- 
ers surrendered in response to appeals 
over police loud-hailers on 20 March. 
Issuing an ultimatum, police arrested 
another 1,000 on Fri ay 21 March, 
clearing the mosque for Friday prayers 
and effectively quashing any plans for 
huge, state-wide processions planned 
for the Muslim holy day. 

At the height of tensions, and as 
police appeared to take tougher mea- 
sures against them, several of the Usno 
and Berjaya leaders behind the dem- 
onstrations temporarily went into hid- 
ing. Several were questioned by police 
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ings, but to take them with him when he 
left the Philippines. Large numbers of 
the papers have now been handed over 
to the new Manila authorities to help 
them in their search for state property. 
Not only do the documents give evi- 
dence of the extravagance of the Mar- 
coses — for instance a list of jewellery 
purchases worth US$411,746 including 
emeralds, rubies and a 519 carat sap- 
phire — but also reveal the way their 
tentacles extended into large parts of 
the Philippine economy, which they 
seemed to treat as a personal fiefdom. 
The documents included statements 
of the Argenit investment company 
headed by Marcos “crony” Andres 
Angenito. The company appears to 
have been a conduit for Japanese “com- 
missions.” Several statements showed 


but were later released. 
Meanwhile, smaller and 
more peaceful marches were 
held in the east coast towns 
of Tawau and Sandakan, and 
in the Usno strongholds of 
Kudat and Kota Belud. Ten- 
sions were particularly high 
on 23 March, when Usno sup- 
porters staged its last dem- 
onstrations before Maha- 
thir’s visit, to prove a point 
to Catholics celebrating Palm 
Sunday. The largest proces- 
sion, in Kota Kinabalu, was 
led for the first time by 
Harris himself, and Usno act- 
ing secretary-general Datuk 
Hamid Mustapha in a show of 
Muslim solidarity. 

Both were issued police 
summons for unauthoris- 
ed demonstrations, together 
with 320 of their follow- 
ers. Harris emergence from 
almost self-imposed exile 
on Labuan Island astonished Sabah 
residents and peninsular observers 
alike, despite — well-circulated ru- 
mours that he was a major financier 
of the Usno-Berjaya pressure cam- 


paign. 


ut the violence may not end with 

Mahathir’s intervention. Even if 
Pairin does accept the coalition for- 
mula, his rank and file will find it hard to 
swallow, according to local political ob- 
servers. Several Sabah residents pre- 
dicted that the PBS, which had to date 
successfully prevented its supporters 
from retaliating against Usno's provo- 
cations, would then be hard pressed to 
control its “Penampang boys” — a Kada- 
zan-dominated PBS stronghold, half an 
hour’s drive from Kota Kinabalu. 

PBS insiders had in fact earlier ruled 
out the coalition scenario as being 
“totally unacceptable” to the party. 
Pairin himself has all along resisted 
moyes towards a coalition. And one 
senior figure in his cabinet had once 
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remittances of hundreds of thousanids of 


dollars paid into two Argenit accounts 
with a Hongkong bank in 1978. Pay- 
mentsto Argenit totalled US$213 million, 

The Japanese Toyo Corp. made sev- 
eral remittances to the accounts. Money 
was sometimes remitted accompanied 
by a letter from Toyo director, 
Masayoshi Mitoni. | 

In Tokyo, Foreign Minister Shintaro 
Abe promised to launch an inquiry into 
the methods by which Japanese aid is 
channelled to the Philippines following 
the release by the US of the documents. 

According to reports, the documents 
showed: that six Japanese companies 
had paid a total of ¥1.7 billion (US$9.6 
million) as “rebates” on contracts fi- 
nanced with Japanese Government yen 
credits. o 


asked rhetorically: “Why should we 
share power when we won the elections 
fair and square?” 

Thus the Usno and Berjaya alliance 
has been agitating for emergency rule, 
which would have placed Sabah under 
federal control and given them time to 
reinforce their ranks and cut into the 
PBS’ support. 

The proposed formula might mean 
the admission of the PBS and the re- 
admission of Usno into the National 
Front, Mahathir hinted. The PBS 
applied for membership of the front 
immediately after its April victory but 
to no avail. Usno has also been hoping 
for readmission after its expulsion in 
1984. 

The federal government has frowned 
on the violence in Sabah, said a Na- 
tional Front source, but was not going to 
declare an emergency. Mahathir him- 
self, in discussing “political solutions” 
to the Sabah crisis, had lately grown 
more definite in ruling out emergency 
rule. “Emergency is not a political solu- 
tion, its a government solution," he 
said. 

An emergency would have wreaked 
too much damage on Mahathir and the 
National Front's image, especially with 
the nationwide election for the federal 
parliament also expected soon, said an 
observer in Kuala Lumpur. He could 
not afford it. Conversely, if he avoid- 
ed an emergency and yet managed to 
take charge of the situation, he 
could very well score some popularity 
points. 

If a coalition and no new elections is 


unpalatable to PBS, the demand that all = 


legal suits be dropped is almost as un- 
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welcome to Usno. If a coalition is forged] — 






with Pairin as chief minister, the 151 — 


April verdict would be an academic 
exercise. If the verdict is in Pairin's 


structure. But if it were to go in Usno's 


favour, it would not change the Tags 3 


favour, Mustapha would have lost his f 
ing restored as Sabah’s — 


one chance of 
chief minister after 10 years in 
political exile. 
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By John McBeth in Bangkok 


FR cacting to a pressure campaign 
mounted by loyalists to supreme 

* commander and army commander Gen. 
* Arthit Kamlang-ek, Prime Minister 
Prem Tinsulanond — acting in his capa- 
— — | eity as concurrent defence minister — 
has bluntly told the outspoken general 
he will not be getting a further one-year 
extension to his military service and 
must retire on 1 September, one day 
after his 61st birthday. "The issue is 
over," Prem declared, showing a deci- 
siveness that only emerges in times like 
these. “May it stop here.” 

And there was every likelihood of it 
doing so — despite the usual flurry of 
coup rumours. Arthit, who heard the 
news shortly before his helicopter lifted 
off to fly him to an army sports event in 
southern Nakhon Si Thammarat pro- 
vince, indicated he would bow to Prem's 
decision and said he saw nothing un- 
usual about not being extended. Most 
commentators agreed that he had little 
choice, with powerful elements in both 
military and civilian circles clearly 
opposed to him being given another 














erm. 

Ironically, the two generals who sub- 
sequently received the lion's share of 
sports awards from a grim-faced Arthit 
on behalf of their units were Special 
Warfare headquarters commander 
Lieut.-Gen. Sunthorn Konsompong 
and 2nd Army Region (northeast) com- 
mander Lieut-Gen. Pisit Hemabutr, 
both Prem backers. Sunthorn and 20 
other senior paratroop officers called on 
the prime minister at his official resi- 
dence in late February in what was seen 
as a gesture of opposition to Arthit's ex- 
tension. 

Prem's veto, which finally laid to rest 
the popular view of Arthit’s real 
strength, left army chief of staff Gen. 
Chaovalit Yongchaiyut, 53, as the logi- 
cal successor to the top army post. A 
clever but largely enigmatic figure who 
relies on confusing rhetoric to mask his 
Often controversial views on political 
matters, Chaovalit has been Thailand's 
chief strategist in recent years on a bas- 
—] ket of rabiem ranging from the Com- 
* munist Party of Thailand (CPT) to Viet- 

| nam’s occupation of neighbouring Cam- 

| boda. 
— | The prime minister had obviously 
— | mot intended making the announcement 
until the annual retirement list was is- 
sued in mid-April. But at a brief and un- 
Mr deoted press conference called on 
| March he said that widely publicised 
= | statements made by Arthit classmates 


deputy army commander Gen. Chuthai 
Sawaengthaveep and assistant army 
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ganised a party of his own for the army 
commander, Pichit made it clear that it 


Arthit’s last parade 


Prem refuses an extension for army commander 


commander Gen. Akkaphol Somroop 
three days before had only added more 
confusion to the situation. 

In an unusually intimidating move, 
Chuthai and Akkaphol both threw their 
support behind Arthit's extension and 
said the rejection of the proposal would 
run counter to the wishes of the armed 
forces. Prem, however, knew other- 
wise. Looking relaxed and confident 
and guarded by a phalanx of hard-eyed 
security men, he told reporters: "The 
Defence Ministry has examined the 
issue and according to the principles of 
correctness and fairness, the decision is 
not to extend." Prem was visited at his 
residence shortly after the announce- 
ment by Crown Prince Vajiralongkorn 
in what Thai analysts saw as a palace en- 
dorsement of his action. 

Chuthai, Akkaphol and fellow 


E 


classmate Supreme Command chief of 
staff Gen. Banchob Bunnag all acted as 
advocates for the extension, but with 
their mandatory retirements coming up 
in October they had nothing to lose. 
The only other officers to come out in 
open support were aides of Arthit who 
organised a series of high-profile din- 
ners, involving graduates from three im- 

rtant classes of the Chulachomkhlao 

ilitary Academy, that were clearly de- 
signed to convey the impression that he 
enjoyed much more army backing than 
he actually had. 


ipn med absent from the 
chorus of support for Arthit was Ist 
Army Region commander Lieut-Gen. 
Pichit Kullavanich, one of the chief 
players in pushing for Arthit's first ex- 
tension past the normal mandatory re- 
tirement age of 60. Although he or- 











was to celebrate Arthit being awarded 
an honorary doctorate degree and hac 
nothing to do with the extension issue. 
At previous functions involving 
Chulachomkhlao classes five, eight anc 
10, many officers were annoyed to dis: 
cover after the events that what the 

thought was a routine get-together wit 

the boss had been manipulated into ar 
unknowing show of support. 

This applied specifically to class five 
members, who control most of Thai 
land's combat divisions and, with a few 
exceptions, are known to form the th« 
support base for both Prem anc 
Chaovalit. 

Pichit is the same age as Chaovalit 
but with a fourth star on the horizon thi: 
year, he is regarded as a future prospec 
for army commander because of the lat 
ter's declared intention to retire wher 
he is 55. Under normal circumstance 
such a declaration could be taken with ; 
grain of salt, but officers aroun 
Chaovalit view it seriously and there i 
widely held belief that the two gene 
have reached an accommodation tha 





combat general to take his place in the sun 

Informed sources say Prem's deci 
sion on Arthit's extension was actuall' 
made about six weeks ago, but he dk 
not want it made known until April. It 
the end his hand was forced by 
Chuthai's press conference. “That wa: 
the final straw," said one securit' 
source. "They simply pushed him tox 
far." The issue had, in fact, been firs 
raised by Chuthai during a 30 Januar 
session of the Defence Council — i 
policymaking body Arthit has usually 
refrained from sitting on, preferring t 
delegate his deputy instead. Althougl 
Prem permitted the subject to be aired 
he described it as not urgent and left the 
room, apparently in an effort to preven! 
it assuming too much importance 
There are differing accounts of wha’ 
transpired next. : 

At his 21 March press conference 
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Bhe deputy commander claimed that the 
ouncil had passed a resolution in sup- 
rt of the extension and said Prem was 
uty-bound to follow the legal proce- 
ures in seeing that its wishes were car- 
ied out. But Deputy Defence Minister 
ir Chief Marshal Panieng Kantharat, 
ho has now called for disciplinary ac- 
on against Chuthai and Akkaphol for 
isclosing the council's deliberations, 
enied a resolution was taken and said 
e fact that no one raised any objec- 
ions to the extension at that time could 
Ot be interpreted as an affirmative 
wote. Informed sources told the 
REVIEW that four of the council mem- 
»ers actively supported the extension 
»roposal, but the eight others in the 
oom expressed no opinion. 

Although most politicians kept their 
houghts to themselves, Democrat 
arty deputy leader and former 4th 

"Army Region commander Gen. Harn 
Ananond was a predictable exception 
miven his long-standing feud with Ar- 
it. Referring to Chuthai's statement 
he purported resolution, he pointed 
that the council's duty was merely to 
'ormulate recommendations on policy 
natters and not to become involved in 
‘administrative matters. Legal experts 
concur, pointing out that the defence 
ninister only has to consider any con- 
"sensus on an issue of this nature. 

















rthit himself appeared to be well 
off the mark in a statement on 21 
arch in which he cited the case of King 
humibol Adulyadej's chief aide-de- 
:amp as an officer who had his term ex- 
mended more than a year past retirement 
age. The difference in this case, as Harn 
vas quick to note, was that staff in the 
moyal service are subject to palace 
ishes and not always to the terms of 
Rhe Pension Act that governs civil ser- 
vice retirements. 
Relations between Prem and Arthit 
ES been strained for some time, dat- 
ng back to November 1984 when the 












y commander delivered a scathing 
Biss of the baht devaluation which 
"rem and Finance Minister Sommai 
Hoontrakul had kept a closely-guard- 
sed secret. Both men have taken pains 
to avoid each other in public and 
*the last time they were seen together, at 
a 8 March airport farewell for Burma- 
"bound Crown Princess Sirindhorn, they 
did not exchange a word. 

Although security sources say they 
have been concerned about the Prem's 
personal safety ever since last year’s 
abortive 9 September coup — when his 
bodyguard was reinforced by Special 
Forces personnel — no military alert 
was called before or after the 24 March 
announcement and if there were any un- 
usual troop movements they went unde- 
tected. More important, the sources es- 
timate that the prime minister retains 
the loyalty of 70% of the armed forces. 
And that has always been the bottom 
line. o 
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Decorative nonsense? 


Vietnam rejects Sihanouk proposal but moves a fraction 


By Nayan Chanda in Hanoi 


n apparently flexible proposal by 

the Coalition Government of 
Democratic Kampuchea to Vietnam 
and its Cambodian allies has not opened 
the magic door to peace, but the tenor 
of the offer and recent statements by 
Vietnamese and Heng Samrin regime 
officials, nevertheless, indicate a small 
measure of movement. 

On one hand, in the proposals, the 
Khmer Rouge and its Chinese allies 
have for the first time accepted in theory 
the idea of a coalition government with 
the Hang Samrin group which they have 
in the past adamantly rejected as 
“traitors.” Almost at the same time — 
actually four days before the proposal 
was made — in an interview in Phnom 
Penh, Kong Korn, vice-foreign minister 
of the Hanoi-backed People’s Republic 





of Kampuchea (PRK), said that dis- 
mantling of Pol Pot’s political-structure 
was not a precondition for talks. 

He said: “Talks could be held even 
before the elimination of the Pol Pot 
clique.” He also indicated readiness to 
discuss the question of an election under 
international supervision and disarma- 
ment of all the parties. 

Kong Korn revealed that in a recent 
meeting the Cambodian National As- 
sembly had decided to postpone the 
general election until 1991. Under the 
existing constitution the election would 
have been held in 1987, which had been 
held as a cut-off date for all negotiations 
for a Cambodia settlement. Although 
Kong Korn denied it was meant as a ges- 
ture to the other side, the decision indi- 
cates a willingness not to harden the 
Heng Samrin regime’s exclusive claim 
to rule the country. 


Under an eight-point peace proposal 
unveiled by the coalition president, 
Prince Norodom Sihanouk, in Peking, 
following a first phase of Vietnamese 
withdrawal from Cambodia — which 
would take the Vietnamese to the east 
bank of the Mekong — the coalition 
would hold talks with the Heng Samrin 
regime to set up a four-party interim gov- 
ernment in Cambodia. Then free elec- 
tions, held under UN supervision, would 
set up “a liberal democratic regime.” 

By Pg for a phased withdrawal, 
instead of the previous demand for a 
total Vietnamese withdrawal before any 
talks could be held, the Khmer Rouge 
— one of the three groupings in the co- 
alition together with Sihanouk's faction 
and the Khmer People's National Liber- 
ation Front (KPNLF) — and by implica- 
tion China, have shown a degree of flex- 
ibility. Similarly, by only stating that 
Sihanouk would head the interim gov- 
ernment and KPNLF leader Son Sann 
would be the premier, and not insisting 
on a Khmer Rouge name at the top, 
they also have softened their stance. 

At the international conference on 
Cambodia in July 1981, China vehe- 
mently opposed the Asean proposal for 
an interim government saying that since 
Democratic Kampuchea was the legiti- 
mate government it should be responsi- 
ble for holding elections after the Viet- 
namese withdrawal. During the confer- 
ence China and the Khmer Rouge re- 
[oce the Asean idea of inviting the 

eng Samrin regime to participate in 
the conference even though there was 
slim chance of its participation. 

However, the Vietnamese promptly 
rejected the coalition proposal as “rig- 
ged" by China with the "sole aim to re- 
store the Pol Pot clique to power" in 
Cambodia. When pointed to the flexi- 
bility shown in the call for a phased 
withdrawal and  non-insistence of 
Khmer Rouge leadership in the interim 

overnment, a senior Vietnamese dip- 
omat said "these are decorative non- 
sense." He said that the latest proposal 
was even a regression from the Asean 
draft proposal adopted in June 1981. 

In that proposal Asean called for dis- 
arming of all the Khmer factions prior to 
elections. 
said that by calling for a ceasefire but 
omitting the question of disarmament 
— which he said had recently been 
adopted in an Asean blueprint during a 
senior officials’ meeting in Bangkok — 
and by avoiding the question of cessa- 
tion of Chinese support to the Khmer 
Rouge, the p 


The Vietnamese diplomat | 
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roposal only tries to | 
serve the military strength of the Pol Pot | 
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group. The official pointed out that | 


apart from Thailand, no other Asean 
country had endorsed the new proposal. 
From the diplomat's remarks it was 
clear that while Sihanouk and the Son 
San group would be welcomed to join a 
government of national reconciliation 
in Cambodia, the present coalition’s po- 
litical and military structure would 
have to be dismantled in any final 
settlement. He hinted that Vietnam was 
ready to have quiet, substantive talks 
with Thailand on how to achieve a 
mutually acceptable political settle- 
ment. He acknowledged that Thailand 
had a security interest in Cambodia and 
that that interest could be protected if 
the Cambodian government included 
Sihanouk and the Son San group. 


hile maintaining the basic demand 

for the dismantling of the coali- 
tion structure, Kong Korn also indi- 
cated a small shift on the modalities of 
talks. During the Indochinese foreign 
ministers’ meeting in January in Vien- 
tiane, the Vietnamese reiterated their 
desire to hold talks with groups or indi- 
vidual Khmers “to achieve national re- 
conciliation on the basis of the removal 
of the Pol Pot clique.” Asked whether 
dismantling of the Pol Pot clique was a 
precondition for talks or it was the first 
item on the agenda Kong Korn said: 

“Our position for talks with individu- 
als or. groups of Khmer opposition on 
the basis of elimination of the Pol Pot 
group, both militarily and politically, 
does not constitute a precondition for 
talks. The questions to be discussed dur- 
ing the talks would be according to the 
agenda raised by both parties . . . So the 
general election under international au- 
spices or the disarmament of all forces 
will be achieved only after the talks.” 

Kong Korn, stressed that the desire 
to talk to the opposition “does not mean 
that we are prepared to talk with the 
tripartite coalition government.” 

Asked if the PRK would raise the 
issue of “dismantling the Pol Pot 
clique,” he said: “We are not talking 
with the aim of restoring the genocidal 
regime but of eliminating it. That means 
we do not directly raise the question, 
but the issue will be the basis of the 
talks. Either party can raise any matter 
of mutual interest — for example, the 
matter of national reconciliation. So 
while the basic premise of the talks will 
be the aim of eliminating Pol Pot politi- 
cally and militarily, it will not be neces- 
sary to discuss that issue.” 

Does not the agreement to talk sim- 
ply on the understanding that Democra- 
tic Kampuchea would be dismantled 
amount to a surrender, he was ask- 
ed. “The two coalition parties share the 
tendency to eliminate Pol Pot and to hate 

nocide. With that in mind we will sit 
own to talk — and then we will discuss 
national reconciliation and the exclu- 
sion of the genocidal group,” Kong 
Korn replied. oO 
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Round one for Ershad 


A major opposition group will take part in elections 


By S. Kamaluddin in Dhaka 


R esistance by opposition parties to the 
crumbling ually. In a last-minute 


elections is 

of heart, one of the two 
oro on grou — the alliance led by the Awami League 

pag 2 decided ——— me polls which wili now be held on 7 May, in- 


stead of 26 April as announced r. | 

The fundamentalist Jamat-e-Islami is willing to go on the hustings as is the 
Communist Party of Bang (CPB), after a bit of friendly persuasion by 
Moscow. However, the — T vein na heads a 
seven-party alliance is, holding , Setting thr 0 

The unexpected shift in the opposition ranks Derai after President H. 
M. Ershad announced certain measures ìn a nationwide broadcast on 21 
March to create a “congenial atmosphere” for the elections. In a partial con- 
cession to the Awami League, the measures include: the postponement of the 
polls to 7 May; resignation of ministers seeking election; the abolition of the 
offices of nal martial-law administrators, military courts, and banning the 
use of state facilities for —— 

However, Ershad str that the measures would come into effect only’ 
major parties announced their resolve to cooperate by the night of 21 March. 
A few hours after Ershad's broadcast, the 
Awami alliance made its decision public. Later 
Ershad followed-up by the an- 
nounced measures. On 18 March the two alli- 
ances, for the first time since they started the 
anti-government movement three-and-a-half 
years ago, had vowed jointly to “resist anyone 
who contest the polls.” Therefore, on 22 


grouping for its unilateral decision “without re- 
any guarantee of a free and fair election.” 
In its three , the BNP has de- 
manded that the government restore fundamen- 
tal rights; release all . and 
annul the judgments against politicians con- 
victed under martial law. The last condition 
is vital for the BNP as nine of its national 
leaders, who were ministers in the government 
ousted by the military in 1982, were convict- 
ed on v charges, including corruption, and 
were barred from contesting elections for five years. 
— iige Bona Si freer will cooperate with 
his electoral plans. He told the REVIEW: “I have alge y effo 
for the last two years to establish a real and stable democratic system. I 
politics should be in parliament and not on the city streets." Even as the 
dent was savouring his achievement, a coun general strike on 22 
March, called by — to resist the * d sap aiy yaen 
Awami grou informed the president the previous t was 
not — DUAE ace DONET SOCURI in 
Bangladesh because the fear of violence closes down shops and offices. 
Soviet Embassy in Dhaka seems to have taken more than usual interest 
in the politics of elections. An embassy spokesman told newsmen early last 
month that Moscow would welcome any elected government in Bangladesh. 
Asi on cnc, the proie CTR ote ae alliance — 
came out in favour of elections. On 19 ch, even as the two nces were 
dambasting the government, CPB general secretary Muhammad Farhad, who 





one-sided g 
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y Rolex is more than just a watch, 


it makes me feel dressed” 


In everything that she does, 
Dame Kiri Te Kanawa combines 
a remarkable liveliness and 
spontaneity with an absolute 
obsession with perfection. She 
delights in Strauss and Mozart 
"because the women in their 
operas are contradictory; warm 
and cool at the same time” 
Two of her favourite roles, for 
example, are the sad young 
Countess in 'Le Nozze de Figaro 
and the frenzied, passionate 
DonnaElvirain Don Giovanni. 





IHE ROLEX LADY DATEJUST CHRONOMETI 


RIN INCT 


When she decided to sing 


the Feldmarschallin in ‘Der 
Rosenkavalier, Kiri said it was 
“because the character appeals 


to me. She has understanding 


and maturity and when she 

lets her lover go, you feel its 
not completely the end of the 
world for her. I'm sure I will 

have to sing the Marschallin 
100 times before | fully under- 
stand the depth of the character’ 


Her famous voice (“Pertfect’ 


said Sir Colin Davis of the 


GOLD BEZEL AND DIAL SET WITH DLENSMONIDS. ALSO 


Royal Opera House, Covent 
Garden), is in such worldwide 
demand that she is booked up 
lor years to come. Will her voice 
stand the strain? Kiri Says, 
“What you have to remember 
is to give quality, not quantity. 
For many years, Rolex has 
shared that same obsession. 
“My Rolex; says Kiri, “is more 
than just a watch, it also makes 
me feel dressed. It ae 
has been a friend — 


tora long time. 
of Geneva 


WAILABLE IN WHITE GOLD OR IN PLATINUM 


Torture on the 


o your computers work at sea? Not long ago, the Wal- 

lenius Lines of Sweden asked Sperry this question. 

A Wallenius ship carries almost a million U.S. dollars’ 
worth of spare parts. Onboard computers would free some of 
this capital and rationalize maintenance. 

But not any old computers. Wallenius wanted a system 
that allowed the crew to generate their own applications, and 
that could be serviced in Japan, Europe and North America. 
Their choice: Sperry’s Mapper system. 

The question remained, could the Mapper hardware and 
software survive an Atlantic winter storm? 

It became Sperry engineer Mats Lindfors’ job to find out. 
And he did. The hard way. 





1. The Wallenius Lines ship vehicles. 800,000 cars, 
trucks and other wheeled cargo a year on 30 ships 
make them the world’s fourth largest company in the 
business. 





2. The biggest Wallenius trade routes are Europe 3. At midnight on January 19, 1984, a Wallenius ship left 


U.S.A. and Japan - Europe. The value of one RoRo Gothenburg, Sweden, with Mats Lindfors and a Map- 
ship with a full cargo is a staggering 125 million per computer onboard. Destination: Port Elisabeth, 
U.S. dollars. U.S.A. 








4. “It was going to be a critical first Atlantic crossing for 9. Docking in Rotterdam put the computer through its 
both me and Mapper,” says Mats Lindfors. “The out- first ordeal. The bow propellers dimmed the interior 
come would determine the sale of 13 computer lighting, but Mapper didn't seem to notice. 


systems. " 


Salt and damp didn’t bother the Sperry equipment 
either. Nor did the ship's vibrations. Mats Lindfors 
ran his daily test programs, unaware of what lay 
ahead. 





8. 55-knot winds whipped up 40-foot waves. The autopi- 


lot ceased to function. In his cabin Mats Lindfors lay 
stricken by seasickness. 





10. Today, a third of the crew works with the Sperry sys- 
tem onboard ship. Mapper lets them go on building 
and trying out new applications without having to be 
programmers. 





7. Soon the wind picked up and the Atlantic grew mean. 
lhe ship began to pitch and roll. On the third day, the 
storm reached force 11, close to a hurricane. 





9. The only one to nde out the storm unmoved seemed 
to be Mapper. Wallenius signed the Sperry order and a 
hectic penod of development work and crew educa- 
tion began. 





11. Wallenius are first in the world with a ship-based, 
multi-user computer system. The next step: Sperry 
ship-to-shore computer communications via satellite. 
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MAINFRAME COMPUTERS. In 1951, Sperry delivered the Micro COMPUTERS. Our fastest growth — 58% last year — 
world's first commercial computer. Today, we have the Is in micro computers, from multi-user PCs up to super- 
second largest base of installed mainframes in the world. micros more powerful than our smallest mainframes. 
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NETWORKS. Sperry built airline and bank networks as early OFFICE AUTOMATION. In the overcrowded battle for the 
as 1964. We can connect with small computers, big com- desktop, Sperry has already captured a significant share of 
puters and even non-»perry computers. the market for integrated office systems — more than most 


“specialists”. 





1992 
MAPPER. Do you want to develop your own application? FINANCIAL STRENGTHS. Orders and shipments of Sperry 
his end-user language can turn you into a programmer in computers are at a record high. Over the last three years, 


no time. 250,000 people around the world use it. our revenues grew by 50% and profits tripled. 


irst real alternative. 





INDUSTRY STANDARDS. A standard operating system like TECHNOLOGY. Sperry invests 12% of turnover in R&D 
UNIX™ lets machines from competing suppliers work highest in the industry. One of last year’s 463 projects was 
together. Sperry computers, from PC to mainframe, run to make a PC work with Chinese characters. 

UNIX. 





SALES AND SUPPORT. Sperry's products are sold and ser INDUSTRY CENTRES. These 11 international centres create 
viced by 31,000 people in 50 countries. Last vear, 51, 000 special applications in areas like manufacturing, banking, 
users were educated at 36 Sperry Training Centres. airlines and artificial intelligence. 





ompanies don't do business, people do. 

Right now there is a group of Sperry persons waiting 

to hear from you. Just drop us a line or call, and we 
will send vou information about our company and the 
products we sell. 

Our customers include Cathay Pacific Airways, Telecom- 
munications Authority of Singapore, Hong Kong Telephone 
Company, Standard Chartered Bank and Banque Indosuez. 

Whatever vour computer problem is, our people are 
interested in listening to you. 

Sperry Ltd., 36/F Sun Hung Kai Centre, Harbour Road, 
Hong Kong. Telephone: (852) 5-749 311. 

Sperry (Pte) Ltd.. 07-01 The Octagon, 105 Cecil Street, 
Singapore. Telephone: (65) 224 8333. 


Asia, Sperry is one of South-East Asia's largest compute! Y = RY 


suppliers with subsidiaries in Hong Kong and Singapore 
and distributors throughout the region. 





UNIX™ is a trademark of AT&T Bell Laboratories 
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Efficient, responsive service. The essence of Lufthansa Business Class. 
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IMALAYSIA 


"The federation works 
ibut faces new problems 









n 27 May, a quarter of a century will 
have passed since Malaya's first 
rime minister revived an old notion for 
new nation. Speaking in Singapore 
at day in 1961, Tunku Abdul Rahman 
—evealed a “plan whereby Malaya and 
E peoples of Singapore, Sabah, 
awak and Brunei] can be brought 
loser together in a political and econo- 
mic cooperation.” 
Twenty-five years later, the concept 
f a federated Malaysia is still very 
uch alive and an impressive sense of 
nity and national purpose unquestion- 
ly pervades the country, which re- 
eres the now-retired tunku as “Bapa 
wAalaysia" (the “Father” of the ex- 
wanded nation). 

Except for a lingering but controlled 
Mispute about a Philippine claim to 
»abah, the tunku's heirs have won uni- 
»ersal acceptance of frontiers reaching 
km from the Straits of Malacca to 
. The federation's sole secession 
ingapore got its marching orders ab- 
ptly in 1965 after two years — caused 

o lasting damage, and Brunei's unwil- 

gness then, as now, to join did not 

Ikad to bitterness. 
But while the idea of Malaysia re- 
ins robust on the eve of its silver 
ubilee the practice of everyday federal- 
is coming under greater strain. In 
ovember 1985, an unprecedented, 
our-day “National Integration” semi- 
ar jolted senior officials out of their 
lacency. Meanwhile, a continuin 
litical crisis in Sabah is testing federa 
ate relations. But Malaysia faces other 
litical difficulties these days. 
Other challenges include federal 
puty prime minister Datuk Musa 
ditam’s resignation at the end of Feb- 
mary, almost a year after he had urged 
'ccepting the ularly chosen OSi- 
gon Parti Beret Sabah (PBS) —— 
nent in Sabah. Ruthless manoeuvring 
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may result in that government losing 
wer — even though, amid lethal bomb- 
lasts, it is fighting for another term via 
new elections. All these problems have 
sparked interest in the shape of federal 
politics if the current prime minister, 60- 
year-old Datuk Seri Mahathir Moha- 
mad, leaves his job — speculation which 
is growing in tandem with the spectre of 
big losses by the ruling National Front 
coalition at the next federal poll, which 
must occur before April 1987. 

Another belief — that the federal 
parliament gradually has become little 
more than a rubber stamp for pre-set 

licies — also inspires the debate. Pub- 
ic indifference to this predominant fed- 
eral institution has reached a point 
where articles in pro-government news- 
papers now regularly fret about public 
apathy to the legislature. 

Other disputes have deep federal im- 
plications, especially a constitutional 
row still simmering between Mahathir 
and hereditary sultans ruling nine of the 
13 states. Believing some sultans to be 
“incompletely familiar with constitu- 
tional conventions” (as one Mahathir 
adviser tactfully put it), the prime minis- 
ter, in a bruising fight in 1983, tried to 
curb the sultans’ power by amending the 
already much-amended federal con- 
stitution. It ended in a compromise set- 
tlement which neither side could claim 
as a clear victory. 

Other developments add to the un- 
certainty about the federal future. One 
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PREVIEW MAP by Frank Tam 


non-Malay minister described recent 
management of the National Front itself 
as “patchy.” He singled out disintegrat- 
ing formal Chinese participation. — 
typified by difficulties of the Malaysian 

hinese Association and its president, 
Tan Koon Swan, awaiting trial in Singa- 
pore on charges of fraud — as the most 
obvious problem. But on a more gen- 
eral leid. an alleged lack of collabora- 
tive consensus within the front is said to 
lead to a situation where, for example, 
cabinet portfolio labels sometimes have 
little bearing on jobs assigned to various 
ministers. 

Yet the biggest challenge to the way 
the federation now operates does not 
spring from these issues. Nor does it 
come from daily politics in Peninsular 
Malaysia where, as one observer notes: 
“It is not the multi-racial society which 
is usually in question but only the terms 
of the inter-communal bargain.” It 
comes, instead, from an awakening 
sense of native entitlement in the two 

iant Borneo states, Sabah and 
arawak. 


I; Borneo, where 15% of Malaysia’s 
15.2 million people live on 60% of 
the national territory, political deve- 
lopments over the past three years 
reveal a slowly growing conscious- 
ness among the mainly non-Muslim 
tribes. Constitutionally on a pri- 
vileged par with Malays but in practice 
rather cut off from many federal eco- 
nomic advancement programmes, the 
Ibans, Bidayuhs, Kadazans and other 
lesser Borneo ethnicities are seem- 
ingly destined to become more self- 
consciously “communal” in their poli- 
tics. 

Borneo's complex ethnic and re- 
gional picture may add special ele- 
ments to the federal flux but, on both 
sides of the South China Sea, federal/ 
state relations also turn on the issue of 
revenue. In the past, the giant East Ma- 
laysian territories apportioned huge 
forestry revenues to themselves, but às 
the timber market and tree reserves 


shrink, Sabah and Sarawak will become | 
* 
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more dependent on Kuala Lumpur's- 
largesse. F 
The same applies to petroleu 
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Peninsular Malaysia the Borneo 
states are the losers in a special brand 
of “resource diplomacy” with Kuala 
Lumpur. Although oil was “federalis- 
ed” via the creation of the national 
petroleum corporation Petronas in 
1975, some affected state treasurers still 
yearn for more than the 5% cut they 
now get. That yearning will grow strong- 
er if state timber revenues slowly de- 
cline, both absolutely and proportionate- 
ly. 
: Some Peninsular Malaysian parallels 
to changes in the “Wild East” also exist. 
But on the peninsula swift social and 
economic currents are eroding, rather 
than intensifying, state or regional iden- 
tifications. Parochial loyalties to indi- 
vidual states are wilting as industry ex- 
pands, as people become more mobile 


and, not least, as secular education 
widens horizons. Behind the slow fusing 
of Penang, Malacca and the nine sulta- 
nates into a de facto, peninsular poy 
lies another factor: a much tighter fed- 
eral grip on Peninsular Malaysian state 
spending than in Borneo. 


qw changing mood should not be 
over-played. Malaysia's federal sys- 
tem has survived far greater challenges; 
besides Singpapore's expulsion, the 
new federation also faced hostility from 
Manila and Jakarta — particularly the 
latters 1963-66 Confrontation cam- 
paign. 

Although some domestic opposi- 
tion, particularly from Sarawak 
Chinese, was apparent during the 
1960s, these days even religious or 


Seeking a solution to 
harmonise the 13 states 


AS convened but influential 
"National Integration" seminar has 
sent Malaysia's cabinet a long list of sug- 
gestions for better federal management. 
The confidential gathering late last year 
discussed the state of the 13-state nation 
with a candour that surprised many of 
those attending. 

Besides drawing a host of academics, 
the four-day Institute for Strategic and 
International Studies (ISIS) meeting at- 
tracted chief ministers and officials from 
both East and Peninsular Malaysia. 
Both Borneo chief ministers came — 
Sabah's Datuk Joseph Pairin Kitingan 
and Sarawak's Datuk Patinggi Taib 
Mahmud — as did many of East Malay- 
sia's federal-level politicians, such as 
Justice Minister Datuk James Ongkili 
and Science, Technology and Environ- 
ment Minister Datuk Amar Stephen 
Yong. 

Former prime minister Tun Hussein 
Onn topped the Peninsular Malaysian 
list comprising federal ministers, deputy 
ministers and senior civil servants — 
such as Datuk Radin Soenarno, a top 
economic adviser to current Prime 
Minister Datuk Seri Mahathir 
Mohamad. Even a prominent pressure 
group leader from Penang joined pro- 
ceedings, whose academic tone could 
not disguise concern over the future 
of the Peninsula-dominated federa- 
tion. 

The seminars closed sessions 
suggested acute ament sensitivity 
over its focus on language policies, reli- 


! pon, immigration, Philippine refugees, 
federal hiring practices and, not least, 


resources. 

To be sure, some frank moments oc- 
curred, At one stage a Muslim oppo- 
nent to Sabah’s current government 
told Hussein, the seminar’s chairman and 
chief ISIS patron, that participants were 






“wasting their time." At another 
juncture, Taib Mahmud apparently told 
a blunt participant to inject a “little 
more academic aura into what you have 
to say.” 

ost discussions were candid. 
Pairin’s presentation noted an “im- 
mense psychological gap” between Ma- 
laysians of different races and cultures. 
He complained that his efforts to give 
public-service jobs to native Sabahans 
exposed him to unfair charges of being 
“anti-federal,” and he spoke harshly of 
his predecessor's decision to “bulldoze 
through” a compensation-less cession of 
Labuan Island to the federal govern- 
ment. 

The leader of the new ethnic Kada- 
zan-based Sabah government also de- 
scribed the social isolation of most fed- 
eral officers serving in Borneo who, he 
said, “tend to keep to themselves.” That 
isolation could increase in Sabah, at 
least on the policy side. In August 1985, 
Pairin’s government spent M$5 million 
(US$2 million) setting up the Kota 
Kinabalu—based Institute for Public Po- 
licy Analysis with 52 staffers — a body 
described by one observer as "Sabah's 
answer to the ISIS.” 

The Gerakan Rakyat Malaysia party 
president, Datuk Lim Keng Yaik, sing- 
led out federal “bureaucratic racism” 
for special attention, especially in the 
New Economic Policy — a 20-year pro- 
gramme begun in 1970 to transfer jobs, 
skills and corporate wealth to bumiput- 
ras, a category which includes nearly 50 
categories of Borneo "natives" as well 
as Malays. 

“The NEP has virtually in- 
stitutionalised the bumiputra/non- 
bumiputra dichotomy, which has per- 
meated every facet of life in the Penin- 
sula and spread to Sabah and Sarawak,” 
Lim said. 
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ideological misfits rarely target thel 
tunku's legacy of 11 peninsular and tw 
Borneo states. And even the one fie 

but brief bout of disorder, in May 196 
threatened Malaysia's racial, not its fe 
eral, fabric. 

None of this good fortune happens 
ed by accident. The federal instinc 
runs deep in Malaysia, and has a oe 
pedigree. In Peninsular Malaysia 
least, traditional, rulers before thee 
colonial era had well-earned reputa 
tions for their skill in power-tradin 
And while the British later took most 
the power away, a four-state, “Feder 
ated Malay States" created in the lasi 
century reinforced these consultatives 
habits. 

Once Malay nationalists had won fo: 
their community its “special position,” 





Another divisive trend within th 


federation, Lim added, was the gov 
ment's Islamisation drive. "While d 
government's attitude towards the n 

Muslim citizens is one of indifference 

best, at the same time [it] has Died 
if not openly encouraged, Muslim ib 
legal immigrants from Indonesia ane 
the di c eas to come into Sabah is 
great numbers." 





Gk S uch a contrast in attitude anc 

treatment,” Lim said, “has certain 
ly made non-Muslims feel . . . increasingl* 
insecure, especially when some of these 
immigrants have been granted not onl“ 
citizenship but also bumiputra statu 
with alacrity." Lim said "religion ha 
unfortunately become a source ag 
gravating the sense of disunity, distrus 
and discord.” 

The Gerakan leader — his part 
plays a small role in the ruling Nationa 
Front — also showed concern over cur 
rent political trends which he said coule 
harm East Malaysia's federal future. 
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the federal form would reign supreme; 
by 1948 all the peninsula south of Thai- 
land had come into a “Federation of 
Malaya” that reached full independence 
in 1957. 

It would be a major error to suppose 
that Malaysia faces an immediate 
danger of seccession or to assume that 
most East Malaysians do not feel “Ma- 
laysian.” Although “traditional customs 
and cultures . . . will be protected,” 
Sabah's new, Kadazan-based govern- 
ment also declared last May that any 
move towards seccession by anyone or 
any party would be treated as an act of 
treason. 

The first PBS legislative address also 
said that “we [Sabahans] have achieved 
independence through Malaysia, so let 
there be no doubt in our minds that 





















Sabah's destiny lies with Malaysia [or] 
that our future progress . . . can only be 
guaranteed through continued partner- 
ship in the federation." Most agree that 
the same attitude also applies to most of 
the people of Sarawak, generally less 
"indigenously minded" than those in 
Sabah — and experts believe that a seri- 
ous "Borneo nationalism" still seems 
light years away. 


A; impressive array of political skills 
in Kuala Lumpur also spells long 
life for the federation. These include 
long-established habits of political mod- 
eration, compromise and — within 
limits — of a willingness to accept free 
expression. 

To a degree rarely found outside Ma- 
laysia, pressure groups, political parties 








€ e 
xv gH 


Dayak youngsters: eradicating poverty. 


"The Malay-Muslim elite," he said, 
increasingly come *to see [Kuala 
Mmpur] as a source of protection and 
Support in [is] competition against the 
on-Muslim elite . . . [which] will be- 
ome more resentful of and resistant to 
ederal policies perceived as being dis- 
eriminatory and restrictive to their op- 
portunities, insensitive to their feel- 
ngs and intolerant to, or even sup- 
pressive, of their religions and cul- 
ures.” 

In a proposal to head this off, Lim re- 
peated his call to admit Pairin's party 
nto the National Front. The main front 
parties all come from Peninsular Malay- 
sia, while Borneo-based front parties 
exist only in their separate states. 

Another participant, Universiti 
Sains Malaysia professor, K. J. Rat- 

am, suggested that "systematic further- 
ng of Islamic solidarity" in. Borneo 
ould “lead to the forging of a counter- 
Alignment involving the non-Muslim in- 
digenous groups and the Chinese" — à 
polarisation, he said, which would dam- 
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age the federation especially 
as, contrary to the general 
pattern in Peninsular Malay- 
sia, state issues predominate 
over national issues. 

"A serious problem will 
emerge," Ratnam continu- 
ed, "if national and state 
loyalties come into conflict, 
giving rise to rival national- 
isms.” This tendency is al- 
ready under way, another 
participant suggested: "Area 
identification and dialect dif- 
ferences have rapidly been 
replaced by a broader ethnic 
consciousness, fuelled to no 
small extent by political 
competition." 


t a different level, the 

federal — government's 
National Unity Department 
chief C. V. Bavanandan 
mentioned the high air- 
travel costs in the physically 
divided country. Kota Kinabalu-Kuala 
Lumpur air fares "work out to an es- 
calating rise of about 27 cents per pas- 
senger mile," he said, in contrast to 
trans-Atlantic and trans-Pacific fares 
quoted at between 3.5 and 5 cents 
(trans-Pacific) and 6-8 cents (trans-At- 
lantic) per passenger mile. 

The seminars often blunt pre- 
sentations and panel talk should not 
be taken as signalling blanket cri- 
ticism of federalism. Nor did parti- 
cipants only focus on perceived short- 
comings. 

Many noted the hardy survival of 
the 23-year-old federal experiment, 
Southeast Asia's most successful and 
peaceful redrawing of colonial bound- 
aries. 

In his often critical presentation, 
Chandra Muzaffar — head of the small 
but influential Aliran reform move- 
ment — acknowledged “some progress 
in... achieving a measure of territo- 
rial integration." He cited the introduc- 
tion of Malay in schools since 1973, a 
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and (in a more circumscribed manner) 
the print media explore and vent issues. 
Finally — though the Sabah result may 
be lamented by some authoritarian- 
minded federalists — Malaysia's honest 
elections strengthen this unique 13-state 
association by allowing periodic, peace- 
ful shifts of political course. 

But the mood of alienation and 
———— in some parts of East Ma- 
aysia — typified at one extreme by the 
recent bombings and fires in Sabah — 
are not figments of the imagination. The 
recent closed seminar suggests that 
subterranean shifts in opinion and senti- 
ment may be under way. And most of 
these changes portend, at the very least, 
a more complex relationship between 
the component parts of Bapa Malaysia's 
legacy. 


common school syllabus, common radio 
and TV services, improved physical 
communication and greater social expo- 
sure as all *in one way or another, 
strengthening the bonds." A new trans- 
South China Sea car-passenger ferry 
service starting up in 1986 received 
much praise. 

Social scientist H. M. Dahlan said 
federal symbols at work in Borneo, in- 
cluding the national flag, the Malay 
language, better communication, mate- 
rial advancement and even a new made- 
in-Malaysia car, more than outweigh 
negative feelings about the federation. 
And Soenarno, while acknowledging 
that “Singapore’s share of both the 
ive Malaysian] states' total exports is 

igher than the share of —— Ma- 
laysia,” pointed to a growing common 
market between the two halves of the 
country. 

But the very fact the seminar was 
held at all also signals a new awareness 
that federal management is not as easy, 
perhaps, as it once was. And cabinet of- 
ficials said the Malaysian cabinet had re- 
ceived a special report containing about 
60 separate recommendations, Or 
strategies, from the ISIS in early De- 
cember. 

Some of these included specific pov- 
erty-eradication programmes aimed at 
the East Malaysian "native" poor; re- 
ducing air fares; taking more Sabah and 
Sarawak graduates into the federal civil 
service; promoting more domestic 
tourism, and giving special location al- 
lowances, now received only by some 
categories of Peninsular Malaysian civil 
servants and teachers posted to Borneo, 
to East Malaysians as well. 

At a more sensitive level, some re- 
commendations urged playing-down Is- 
lamisation in Borneo and suggested 
lessening ethnic politics there — now à 


matter of renewed urgency given the | 


high feelings in Sabah. “Things are basi- 
call 


y on course,” a federal government 


participant at the seminar told the 
REVIEW, “but it would be foolish to ig- 


nore the danger signs.” ^ — James Clad 
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C omplaints about the preponderance 
of ethnic Malays in public-service 
E are all too frequently heard in Ma- 
aysia. The problem clouds federal-state 
relations as well. Civil-service jeal- 
ousies have become intense in Borneo, 
all the more so given some latent anti- 
federal feeling there. 

A powerful impulse behind the for- 
mation and subsequent electoral victory 
of Parti Bersatu Sabah (PBS) in 1985 
came from disgruntled Sabahans who 
feel local Muslims and people from 
Peninsular Malaysia have cornered 
more than their fair share of civil-ser- 
vice jobs. Similar refrains are heard in 
Sarawak. 

This irritation usually has nothing to 
do with competence or effectiveness. It 
is a straight numbers game. So when 
PBS enthusiasts seemed ready last year 
to shunt aside some Muslim job-hold- 
ers, the reaction from Kuala Lumpur 
was swift and formidable. The United 
Malays National Organisation (Umno), 
the dominant partner in the ruling Na- 
tional Front, mobilised Umno Youth 
leader Anwar Ibrahim to head the coun- 
terattack. 

This grumbling in Borneo has two 
targets. First, Muslims are seen as 
dominating both the state-level bureau- 
cracies and much of the two states’ 
structure of quasi-public enterprise. 
Secondly, the overwhelming represen- 


J Mhovsh Malaysia’s federal relation- 
ships have their rocky moments, 
none of the current federal fears are 
new to the 13-state system that just 40 
years ago comprised a scattered collec- 
tion of British possessions. 

The “Straits Settlements” linked 
Singapore, Penang and Malacca. The 
“Federated Malay States” joined 
Perak, Negri Sembilan, Selangor and 
Pahang while the “Unfederated Malay 
States” — which had British protecto- 
rate agreements with elantan, 
Trengganu, Kedah, Johor and Perlis — 
pese up the rest of Peninsular Ma- 
aya. 
TOM On the other side of the South China 
| Sea was British North Borneo (run by a 
| chartered trading company) and 












Sarawak (ruled by the “White rajahs" 
of the Brooke family up until 1946). 
; Neither had an indigenous political 
EC structure on a scale comparable to the 
e tie to 
rneo's 


Malay states. Apart from a v 
. | a distant monarch in London, 


_ | East Malaysia returns. 
_| to its ethnic roots 





tation of Peninsular Malaysians — in- 
variably Malays — in Borneo offices of 
federal ministries also causes some re- 
sentment. 

Accurate data on the extent of 
Peninsular Malaysian or Muslim rep- 
resentation in the Borneo states' public 
sector is hard to obtain. Kuala Lum- 
pur's Public Service Commission does 
not readily give employee break- 
downs by region and race, and state 
civil-service authorities are just as 
chary. 

In the absence of public information, 
some sources provided fascinating but 
often unverifiable glimpses of the 
bureaucratic friction seen from the 
bureaucracies’ high ground. 

Despite the presence of numerous 
State ministries, these sources said the 
impact in numbers of federal employees 
is large in both Kuching and Kota 
Kinabalu, the states’ capitals. Counting 
just army, medical, educational, police 
and public-works personnel, “the feds 
easily outnumber the local boys,” as one 
source put it. 

Sixty federal agencies have some 
kind of presence in Sabah, said a state 
government employee, who described a 
controversy centring on the absorption 
of local employees into the federal ser- 
vice. Some  non-Malay speaking 
teachers have met obstacles entering 
the federal school system — where 


Fears and anxieties 
of those early days 


indigenous peoples had almost nothing 
in common with Malaya. 

This explains some of their anxiety as 
merger into Malaysia loomed. “Fear is 
the dominating factor among them,” 
the British Cobbold Commission inves- 
tigating the Malaysian proposal — 
ed in the early 1960s. “Fear of Malay 
domination, fear of Muslim subjugation 
. . » fear of being swamped by people 
from Malaya and Singapore who would 
deprive them of the land and oppor- 
tunities in government . . . and fear of 
the threat to their language and cul- 
tures.” 

This may have been overdoing it, but 
there was little doubt, as the Cobbold 
Commission concluded, that “the rural 
proie in Borneo feel they are 

g rushed into some adventure, of 
whose outcome they are uncertain." 
The same sentiment animated many in 
Sabah's and Sarawak's Chinese commu- 


All in all, the commission said only 
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all staff must teach in the Malay lan 
guage. 

_ One state official, an ethnic Kadazai 
(most of whom are Christian), pointe 
to what he called “the result of nim 
years of close federal/state ties unde 
Sabah's previous Berjaya Party govern 
ment." 

As of November 1985, he said, onl 
three non-Muslims filled Sabah's 23 dis 
trict officer and seven assistant distric 
officer slots. The survivors are known 
after their surnames, as the “Three Cs. 
This represents, in his words, “stead 
encroachment in the state apparatu 


DAVIO M HAVES 


Muslims: representation issue. 





about a third of Sabah’s and Sarawak’ 
people seemed definitely in favour c 
merger: the remainder covered a spec 
trum ran from “qualified accep! 
ance to diehard opposition," not lea: 
because Malaya's wish to absorb th 
Borneo territories was heavily in 
enced by a wish to bring in enough 
ple from Sabah and Sarawak to o 
weigh Singapore's 625,000 overwhelm 
ingly Chinese voters. 
e merger project absorbed r« 

nal and international politics for hal 

e 1960s. Ironically, Singapore - 
which pulled out of Malaysia in 1965 — 
got much more local autonomy tha 
the Borneo states, especially in la 
bour, education and civil service al 
fairs. Although Sabah and Sarawa 
won fewer concessions, they sti 
have wide immigration and revenu 
powers — which they are loath to sur 
render. 


he present federal/state crisis be 

tween Kuala Lumpur and Kot: 
Kinabalu follows a period of — 
tive calm in the 1970s — when Malay 
and Muslim-dominated government 
operated with federal tolerance in com 
parative autonomy. But the immediat 
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ilo ae 
after the demise of the first Kadazan- 
dominated government in the 1960s [led 
by United National Kadazan Organisa- 
tion leader Tun Mohamed Fuad 
Stephens]." 


B y the end of 1985, only three of nine 
State-government permanent sec- 
retary-level positions — the heads of the 
local government, social welfare and fi- 
nance ministries — were non-Muslims. 
The other slots are the positions of state 
secretary and deputy state secretary, 
plus the permanent heads of the agricul- 
ture, industrial development, com- 


Luping: Kadazan nationalism. 


post-federation years had their fair 
share of crises. 

A Malaysian account of —— 
tics published this year describes Kuala 
Lumpur's dealing with the first “tire- 
some governments of Sarawak and 
abah" whose **opposition was treated 
; ingratitude or disloyalty.” In Sabah 
he state's first Kadazan chief minister, 
Tun Mohamed Fuad Stephens, res- 
igned under pressure after grumbling 
too loudly about Kuala Lumpur's fail- 
ure to consult about Singapore's expul- 








sion. 

Shortly afterwards the Sarawak chief 
minister, an Iban, went the same way: 
he had caused difficulties by objecting 
too strenuously to the early introduc- 
tion of the Malay language. “On a pre- 
text of Chinese radical activity," the ac- 
count continues, *[the federal govern- 
ment] ed the state constitution 
and broke up the local coalition." 

As is normal in federal systems, the 
interests of the centre usually predomi- 
nate over the periphery. The 13 May 
1969 racial rio in Kuala Lumpur for 
example resulted in the incidental sus- 
pension of East Malaysia's first direct 
elections to the federal parliament. And 
though the East Malaysian factor usu- 
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munications and works, and environ- 
ment ministries. 

In both Sabah and Sarawak, disgrun- 
tled civil servants and teachers native to 
Borneo form the nucleus of native cul- 
tural associations. While not new, these 
inherently communal organisations 
seem to some to be the vanguard of a re- 
newed pride in native customs, lan- 
guage and law. 

The Sabah Kadazan Association 
(SKA), which PBS leader Datuk Joseph 
Pairin Kitingan leads, and the Sarawak 
Iban Association monitor questions 
such as the amount of broadcast time 
given by government radio to local lan- 
—— In 1983, for example, Sarawak 

adio broadcasts had 7,768 hours in 
Malay compared with 3,839 hours in 
Iban and 3,052 hours in Bidayuh. The 
33-year old SKA worked to reinstate 
Kadazan-language broadcasts in Sabah 
— which the former Berjaya Party re- 
gime accepted. 

Signs point unmistakably to some 
sort of native resurgence, In Sarawak, 
the native Iban and Bidayuh consti- 
tuency is being wooed by both the 
Sarawak National Party and the break- 
away Parti Bansa Dayak Sarawak 
(PBDS). 

In Sabah, the Kadazan-based PBS 
took control of the state government 
last year. One of its cabinet ministers, 
Attorney-General Datuk Herman Lup- 
ing, typifies the Kadazan nationalist 
image. “The huguan siou [paramount 
chief, a title now held by Pairin]." he has 
written, “has become a symbol of 
strength and unity of the Kadazans . . . 
subjugated for a long time — first by 


ally figures foremost in Malaysia's fed- 
eral equation, the Peninsular Malaysian 
states have occasionally elected opposi- 
tion-minded governments — notably a 
long reign in Kelantan by the Parti 
Islam a 1969 upset in Penang, when 
the then opposition Gerakan party won 
power in that predominantly Chinese 
state. 


p enang politics poses another test of 
federal/state relations as a battle to 
succeed Chief Minister Lim Chong Eu 
warms up (REVIEW, 19 Sept. '85). At 
issue is the federal government's will- 
ingness to see a non-Malay politi- 
cian assume long-term control of the 
state. 

Another, unspoken issue hangs over 
the Malaysian federal experiment. AI- 
though the existence of the six-nation 
Asean unquestionably reinforces neigh- 
bouring countries’ willingness to ob- 
serve a policy of strict non-interference, 
no one has forgotten the latent difficul- 
ties Brunei or the Philippines could 
pose to the federation in different cir- 
cumstances. 

Discussing why Brunei stayed out of 
Malaysia, one writer observed that “the 
Brunei Malays could not forget that in 
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Brunei overlords and then by the white 
men." 

Even at a highly personal level, some 4 
Sabahans are changing their European- y 
ised or sinified names “back to some- 
thing with a bit more native flavour,” 
as one Kadazan minister joked. “A 
name like Fred Tan has become 
Fred Jinnu, while another Kadazan Y 
named Tan chose Tana Kinjal as a new “a 
name," he said, "Not everyone is sure | — 
what some of these names mean exact- 
ly,” he added, “but they strike the right 
note." 

What do these trends mean for Ma- 
laysia’s present style of federalism? 
Sources were quick to point out that 
none of the ethnically motivated com- 
nds seems likely to lead to a genuine 

reakaway movement — let alone to à 
civil service shutdown or native jin- 
goism. Most put their faith in Kuala 
Lumpur's good sense and in a social at- 
mosphere markedly less communal in 
Borneo than on the other side of the 
South China Sea. 

One frequently heard comment 
suggested a double-edged irony for 
Kuala Lumpur. As one Sarawak PBDS 
backbencher put it: “Federal [Peninsu- 
lar Malaysian] communal-style politics 
have actually accelerated native homes 
regionalism.” He drew parallels be- 
tween Peninsular Malaysia's early days 
of native nationalism, when Malay civil 
servants and schoolteachers forged poli- 
tical consciousness in the 1940s and 
1950s, and the trends in East Malaysia, 
where the same currents are now said to 
be colliding with some entrenched Mus- 
lim interests. — James Clad 





previous centuries Sarawak and much 
of Sabah had been within the Bru- 
nei sphere of influence as depen- 
dencies. 

In entering a Malaysia in which 
Sabah and Sarawak were separate from 
and equal with Brunei, the Sultanate 
would formally recognise that its an- 
cient pretensions could never be re- ? 
stored." Some elements in Brunei are 4 
said to harbour bizarre dreams of *re- ‘ 
uniting” northern Borneo under the | 
suzereinty of the Sultan of Brunei. E 

Other disincentives were a (cor- | - 
rectly) feared loss of control over oil re- 
venues and an unacceptable demand by 
Brunei's Sultan taking personal prece- 
dence in Malaysia's Conference of Rul- 
ers — the sultans' regularly convened 
forum. Together with Brunei, the 
Philippines — which has a long-dor- 
mant claim to Sabah — also follows the — 
course of federal/state relations very 
closely, as does Singapore. E irs 

It was no accident, therefore, that | — 
the cession in 1984 of Sabah's Labuan | - 
Island as a “federal territory" sent un- | 
mistakable signals, to various outside | 
parties, of Kuala Lumpur's resolve f | 7 ) 
preserve the federal status quo in the | ‘vs 
area. nes Clad | 
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Groundwork for racial 
trust and cooperation 


Fes Malaysia offers a highly 
varied picture of divided territory 
and diverse languages, ethnic groups 
and religions. Exactly because of this, 
Malaysians say the federal form of gov- 
ernment is best for their fragmented so- 
ciety. 

Does geographical separation make 
federalism more difficult? Policymakers 
in Kuala Lumpur respond by pointing 
out that territorial compactness did not 

revent Cyprus’s disintegration nor 

igeria’s long secessionist war in the 
1 . Scholars working for the prime 
minister’s National Unity Department 
add that contiguous US and Australian 
federations run smoothly enough and 
note how even geographically self-con- 
tained federations have flaws. Canada’s 
Quebec separatism and India’s Sikh 
Khalistan movement are frequently 
cited as examples. 

Yet as National Unity Department 
head C. Bavanandan remarked re- 
cently: “Geographical distance can 
exacerbate disintegration.” He pointed 
to Pakistan's break-up in 1970-71, argu- 
ing that income disparities, different 
ethnic groups and utterly different lan- 
guages led to disintegration. Most of all, 
there was a “low degree of social in- 
teraction among the people of the two 
regions,” he said. 

However, many analysts argue that 
economics is the long-term, sleeping 
issue in Malaysia’s federal future. This 
concern is not new. In the early 1960s, 
the British Cobbold Commission, which 
studied the then proposed federation, 
wrote that “among ony aed rural 
populations, Malaysia will be judged by 
whether or not it delivers the goods in 
the form of rural improvements, schools 
and medical and social services.” 

Unfortunately, Borneo's natives re- 
main among Malaysia's worst-off com- 
munities — in terms of health, educa- 
tion, welfare and other areas. Ata semi- 
nar in November 1985, the prime minis- 
ters economic planning unit head, 
Datuk Radin Soenarno, claimed many 
achievements but also acknowledged 
that “sizable variations [in earnings] be- 
tween districts or divisions and between 
the major ethnic groups [of East Malay- 
sia] still persist." 

The problem has a thorny side be- 
cause the natives of Borneo and Penin- 
sular Malaysia's Malays both enjoy a 
type of constitutional "economic par- 
ity." As part of the 1960s federal bar- 

ain, the country's law requires the 

ang di-Pertuan Agung, or king, to 
safeguard the Borneo natives’ "spe- 
en position" as well as that of the Ma- 
ays. 

"Federal economic policies enshrine 
this special position — especially the 20- 


year-long New Economic Policy (NEP). 
Begun in 1970, the NEP treats all East 
Malaysians, except Chinese and In- 
dians, as bumiputras, or sons of the soil 
— equal in all respects to Malays in their 
entitlement to preferential treatment to 
reduce and eventually eradicate "the 
identification of economic function with 
race." 

The trouble is that many East Malay- 
sians believe NEP benefits are unevenly 
dispersed. They cite low participation 
by Borneo bumiputras in programmes 
ranging from small investor schemes to 
corporate deals, involving reserved 
bumiputra share listings in Malaysian 
companies. 

Soenarno said fewer Borneo house- 
holds than before now fall below the 
poverty line — from 58% in 1976 to 
29% in 1982 in Sabah, and from 56% in 


Sabah children: narrowing the gap. 


1976 to 31% in 1983 in Sarawak. The 
equivalent figure for the whole country 
in 1976 was 38%. But by 1982, two- 
thirds of Sabahans were still without 
piped water, and the ratio of hospital 
beds and doctors to the population ac- 
tually fell in 1970-80. 


Qu reveal a similar pattern in 
Sarawak, especially among the rural 
natives. The Bidayuh, in Sarawak's First 
Division, had the unenviable distinction 
of being labelled the poorest Malaysians 
in the federal government's 1983 mid- 
term review of the just-concluded 
Fourth Malaysia Plan. Yet the inci- 
dence of poverty afflicts most groups in- 
discriminately — Muslim and non-Mus- 
lim alike — and the net effect of income 
differences vis-à-vis Peninsular Malay- 
sia probably fans feelings of regional 


i 
disenchantment more 
jealousies. 

Of all the federalised social services: 
in Borneo, education became the most 
frequently politicised. In much of pre- 
federation East Malaysia, education re- 
sted on two pillars: missionary schools 
and the English language. 

Twenty-three years later, the system 
has been harmonised. “Today, if we 
enter a classroom in Kuala Lumpur and 
a classroom in the remote interior of 
Sabah and Sarawak,” senior education 
official Datuk Abdul Rahman Arshad 
said in November, “we would find a 
"pil reading the same textbook and 
earning the same subject." 

While per-pupil spending has been 
dropping for Peninsular Malaysia, the 
rate for East Malaysia has climbed in an 
effort to reduce the disparities between 
facilities between East and the Penin- 
sula. “The school . . . is still potentially 
the most powerful means of laying the 
groundwork of inter-ethnic interaction 
and nurturing racial trust and:cooperax 
tion," Arshad said — a view that pe 


vades the government-controlled broad- 
casting system. Senior Radio and Tele- 
vision Malaysia (RTM) official Jaafar 
Karim told a broadcasting seminar in 
1983 that radio and TV should "prepare 
public opinion to accept policies formu- 
lated . . . in the interest of national 
unity." 

But RTM may be giving less atten- 
tion to fostering understanding of the 
East in the Peninsula. Bavanandan 
cited a 1980-82 survey of RTM that 
showed “only 138 items and 247 items 
from Sabah and Sarawak respectively 
[being] used in RTM's news telecasts 
yearly." Measured on a daily basis, this 
meant on average fewer than one news 
item every two days for Sabah, while for 
Sarawak "an average of two news items 
were telecast every three days." 

On a more subjective level, some na- 
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‘ive leaders say the federation is slowly 
ut re being pulled into Malay cul- 
ural, and Muslim religious, domi- 
mance. The recent played-down debate 
»ver Malaysia's national culture caused 
neasiness in Borneo. So did a shift to 
3ahasa Malaysia, the standardised 


alay language, in the federal school 
ystem an 












alleged preferential hiring of 
alays by the federal civil service. 

Critics also point to the absence of 
ny independent university in East Ma- 
ysia, with peninsular institutions only 

naintaining branches in Sabah and 
"Sarawak. “Even the federal census," 
me critic said, "conspires to bury 
orneo in a wider bumiputra group- 
ng." He referred to the 1970 census in 
sabah — when most of the state's baffl- 
ng and long list of tribal groupings re- 

‘veived separate enumeration, along 
mvith Malays, Brunei Malays, Bajaus 
and Suluks (all Muslims) and the 
hinese. 

But 10 years later, in 1980, the Kada- 
ns, Muruts, Kwijau, Bajau, Illanun, 
ud, Rungus, Tambanuo, Dumpas, 
aragang, Paitan, Idahan, Minokok, 
umanau,  Mangka'ak, Kedayan, 
isaya and Tidong — to name several 
— were all abeorbed by the label pri- 
umi. 













he word pribumi comes from Indo- 
nesia — where it means an indigen- 
Jus, as opposed to a Chinese, person. 
ore than just the term came from In- 
-Jonesia: nearly 45,000 migrant Indone- 
sians arriving in Sabah after 1970 also 
i ig a pribumi listing in the 1980 
eadcount, as did 36,000 Filipino illegal 
nigrants. Sabah's Malays and the other 
uslim peoples also helped to lift 
ribumi numbers to 82.9% of Sabah's 1 
illion people. 
The census dispute was one of a host 
vof ic issues contributing to the April 
l lection upset by the Kadazan- 
based Parti Bersatu Sabah (PBS). Some 
AS the dominant Kadazan commu- 

















had preyed on fears that a con- 
ued flow of Philippine and Indone- 
Sian migrants could tip the religious bal- 
mance against the mostly animist or 
Christian locals. Others alleged, on 
slender evidence, that 90,000 of these 


migrants had received Malaysian 
citizenship. 
Most Sabah issues, racial or region- 


al, had federal ramifications. A decision 
‘by former Sabah chief minister Datuk 
Pagels Salleh, whose Berjaya party lost 
to the PBS in the April 1985 election, to 
swede Sabah’s Labuan Island to the fed- 
ral government hurt Harris’ govern- 
iment, as did a campaign blitz by federal 

liticians. Even renaming the Kadazan 

arvest Festival a People's Festival fan- 
ned local ire. Harris also trod heavily on 
Kadazan sensitivities through his per- 
sonal attacks on PBS leader and Kada- 
zan “paramount chief" Datuk Joseph 
Pairin Kitingan, who is now Sabah's 
chief minister. — James Clad 
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Belt-tightening 


places 


pressure on the states 


ven in “normal” — that is, buoyant 

— times, few facets of the federal 
system create such bickering as the split- 
ting of federal and state revenues — 
now routinely in excess of M$22-25 bil- 
lion a year. But as times become less 
normal, a more problematic question is 
looming: to what new revenue founts 
can the 13 states turn as traditional 
sources begin to dry up? 

In East Malaysia, the timber boom 
made Sabah and Sarawak rich — and 
comparatively independent — while 
older habits of royal patrimony, mining 
leases and proper -development fees 
kept a few Peninsular Malaysian states 
riding high. Even poor areas, such as 
Kelantan or Perlis, found it easy to get 
federal-guaranteed loans. 

Yet as timber prices wallow and 
many states become ever more depen- 
dent on Kuala Lumpur's money, federal 
complaints about state money matters 
have grown more biting. However else 
they might disagree, Prime Minister 
Mahathir and Auditor-General Tan Sri 
Ahmad Noordin Zakaria have taken 
some states to task for their extrava- 
gance, accounting practices or chronic 
indebtedness. 

In unreported comments last year, 
Mahathir slammed a few spendthrift 
prestige projects; a M$100 million-plus 
mosque and a multi-million dollar 
stadium in Selangor drew especially 
heavy fire. Although fully endorsed, 
other prestige rojects — such as 
Penang’s new 13.5 km bridge to the 
mainland — have caused federal-state 
bickering over who should pay, and 
how (REVIEW, 19 Sept. '85), especially 
given the federal government's own 
deficits. 

Meanwhile, though usually several 
— behind, Noordin's annual reports 
ave documented what one Treasury 
staffer called “routine horror stories” 
about poor state management, espe- 
cially in what have come to be known as 
"OBAs" (off-budget agencies) funded 
directly by state treasuries or receiv- 
ing state-guaranteed loans. These in- 
clude state economic development 
corporations, also known as Sedcos, 
which usually lose money. Sedcos in 
Johor and Sarawak are notable excep- 
tions. 

In East Malaysia the revenue dispute 
also turns on whether, as former Sabah 
chief minister Datuk Harris Salleh as- 
serted three years ago to the REVIEW, 
"the federal government spends more 
on Sabah than it collects in revenues 
from the state." Answering the question 
is by no means easy. 

During the 1981-85 Fourth Malaysia 
Plan the federal government allocated 
development funds for Sabah and for 


Sarawak that, on a per capita basis, 
were 3.7 times and 4.6 times higher re- 
spectively than for Peninsular Malay- 
sia. 

But actual disbursements have fallen 
below allocations, and Finance Minis- 
try sources said recent recession- 
induced spending cutbacks have re- 
duced still further this preferential 
weighting. 

Furthermore, a neat separation of 
federal spending in East and Peninsular 
Malaysia is not always easy; the East 
Malaysian components of federal ope- 
rational costs often get buried in coun- 
try-wide estimates, 

Some elements believe the federa- 
tion has hindered, rather than helped, 
East Malaysia's development. In ad- 
dition, exponents of "regional deve- 
lopment" think Kuala Lumpur has 





Harris: spending than revenue. 


funnelled too much money into such 
areas as the Kelang Valley, the indus- 
trial corridor leading to Kuala Lumpur 
city. 

Here again, the answer is unclear. 
And the record of regional develo 
ment in some states surrounding Kuala 
Lumpur has also, again, been mixed. 

But on one matter there is no dis- 
pute. Sabah's and Sarawak's oil re- 
venues have an immense importance to 
the federal Treasury. And there is also 
no disguising Borneo’s lingering tris- 
tesse 10 years after a deal to federalise 
the resource — in return for the states 


getting a guaranteed royalty of 5% of — 


the well-head value. Trengganu feels 


the same anguish about “losing” the ` 
plentiful, albeit now poorly priced, re- | 


source. l 
The row over revenue revea 
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complexity and pettiness. Sabah gov- 
ernment sources say both East Malay- 
sian states are paying for schools, roads 
and hospitals — constitutionally fed- 
eral responsibilities. The state-funded 
Sabah Foundation for example pays for 
a “flying-doctors” service, for scholar- 
ships and even for building branch cam- 
puses for Peninsular Malaysian univer- 
sities. 

What these sources omit to say, how- 
ever, is that Sabah decided itself to fund 
these activities. 

An official asserted that Sabah pays 
for the maintenance of 1,100 miles of 
trunk road — at M$11,900 per year per 
mile. Sarawak sources confirmed their 
exchequer also maintains hundreds of 
kilometres of “state roads” that some 
feel should be maintained by Kuala 
Lumpur, especially as federal funds go 
into maintaining nearly all Peninsular 
Malaysian public roads. Although the 
federal constitution provides for 
“periodic reviews” of federal budgetary 
help to Sabah and Sarawak, few expect 
the percentage of federal money in 
these states’ budgets to grow. Just the 
opposite, in fact, Fibs occurred since fed- 
eration. 

Because the East Malaysian states’ 
tax base rests on forestry, diversifica- 
tion of their economies would seem in 
order. But because new types of taxes 
cannot be imposed by the states, econo- 
mic expansion outside the timber trade 
will not diversify revenue. Therein lies 
the rub: “While the projected expan- 
sion of [plantations] is highly encourag- 
ing,” former Sabah Development Bank 
chairman Datuk Richard Maning said 
several years ago, “in terms of revenue 
out-turns it will be the federal coffers 
which will tremendously benefit from 
this economic expansion.” 

Under Malaysia’s present system, 
States have only limited money-raising 
options. Apart from “lands, mines and 
forests” — the traditional money-spin- 
ners — the federal constitution allows 
states to milk money only from toddy 
shops, entertainments duty, incidental 
court fees, water rates, state property 
rentals, fines and forefeitures, Islamic 
religious tithes and from the “treasure 
trove.” 


Dose there are calls for the 
states to experiment with *other in- 
vestment instruments beyond the pre- 
sent, almost exclusive dependence on 
short-term commercial bank deposit 
facilities.” But results from such moves 
as direct equity investment have been, 
to put it mildly, mixed. Perhaps wisely, 
the federal Financial Procedure Act 
forces states to get Kuala Lumpur's go- 
ahead before putting funds into non- 
traditional options. 

Trade is another area in which Sabah 
and Sarawak may feel they have not be- 
nefited from the federal system. The 


tion densities — 12 persons per square 


L economies with very low popula- 


32 


kilometre — have become more open 
over time, growing fast during the 
1970s but on a narrow base, chiefly 
timber. 

But this owed little to the federa- 
tion's common market and much more 
to ready export markets. Certainly, 
trade integration is still lagging between 
East and Peninsular Malaysia. In 1970, 
only 0.86% of Sabah's exports went to 
Peninsular Malaysia — increasing only 
to 6.5% by 1984, 

By contrast, 20% of Sabah's imports 
came from the Peninsula in 1970, in- 
creasing to 36.6% 14 years later. The 
East Malaysian trade balance with the 
Peninsula remains in deficit therefore, 
reaching M$980.5 million in 1984. 
Sarawak shows a similar pattern, 
though sales to Peninsular Malaysia ex- 
ceeded 11% of its 1984 exports, while 
imports from the Peninsula were pro- 
—— less than in Sabah’s case, at 
30% of total imports. 

For both states, Singapore still fig- 
ures as a much more important buyer of 
East Malaysian products. “The impor- 
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Oil storage in Sabah: federal revenue source. 


tance of Singapore in diverting or at- 
tracting trade away from the two states 
is still quite apparent," commented the 
prime minister's economic planning 
unit director, Datuk Radin Soenarno, 
recently. In 1984 Sabah sold M$839 mil- 
lion of goods to Singapore, and Sarawak 
M$1.13 billion — 2.3 and 1.4 times 
more respectively than the value of 
Ee sent to Peninsular Malaysia. 

rade between Sarawak and Sabah re- 
mains tiny. 

At another level, the federation 
has facilitated financial and capital 
market integration. The same mone- 
tary policies and banking regulations 
apply to banks anywhere in the federa- 
tion. 

But a low level of “corporatisa- 
tion" — despite huge growths in the 
volume of Malaysian share capitalisa- 
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tion over the past decade — persist: 

The South China Sea prevents a 
easy two-way flow of workers betwee 
East and Peninsular Malaysia. N 
many East Malaysians venture to mov 
west, while the Borneo states' policy c 
discouraging trade unions, plus a nee 
to get a work permit, also keeps to 
trickle the number of Peninsular Malay 
sian job-seekers going there. Insteac 
Filipino and Indonesian worker 
come to East Malaysia for unskille 
work — mostly illegally and mostly t 
Sabah. 


olitical unrest has resulted c 

Sabah's natives have come to fe« 
religiously and ethnically squeezec 
By contrast, Sarawak quietly avoic 
ed creating its own "Indonesian prot 
lem" — even to the extent of onc 
halting the completion of a road a 
lowing easier access to Sarawa 
from neighbouring Indonesian Kal) 
mantan. 

Many in Sarawak now work à 
Brunei where wages are higher. 4 
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many as 13,000 workers from Sarawa! 
were working in Brunei in the earl 
1980s, largely as construction workers, 
Soenarno said. 

Former Federal Court lord presi 
dent Tun Suffian Hashim recently wrot 
that compared with other federal gov 
ernments, “the Federal Government o 
Malaysia is much more powerful vis-à 
vis state governments, especially in fi 
nancial matters." Ten years after thi 
start of Malaysia, foreign tax authorit 
Walter Holzhausen pointed out tha 
the federal government “collects prac 
tically all those direct and indirect taxe 
which in a modern society represent thi 
major sources of government income. 
As Malaysian federalism moves into it 
third decade, the formula has no 
moved one cent in the states' direction. 

— James Cla 
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t’s got the makings of the 
World Champion. Audi. 














The number of four-wheel drive 
vehicles on the market is grow- 
ing from day to day. But not the 
number of alternatives to an 
Audi quattro model. Because 
the Audi quattro drive system 
is backed up by the technical 
know-how and experience gain- 
ed in countless rally victories 
and four World Championships. 
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The thinking behind the quattro 
is really quite simple. Things 
are safer for the driver if he uses 
the advantages of four-wheel 
drive permanently. Under all con- 
ditions. On the road and even 
off it. A quattro driver does not 
have to keep adjusting to his 
car. Which is why the four- 
wheel drive in a quattro cannot 
be switched on or switched off. 
We want your advantage to 
be a permanent one. With the 
same drive as the Rally quattro 
Come and see for yourself. 


quattro 


HONG KONG: Aberdeen, Jebsen 
Motors, Tel.: 5-275278: 
MALAYSIA: Petaling Jaya, Auto 
Dunia Sdn. Bhd., Tel.: 577677 - 
SINGAPORE: Singapore, Cham- 
pion Motors, Tel.: 4733211 : 
Brunei Darussalam, Champion 
Motors, Tel.: 23452 : 

TAIWAN: Taipei, Universal Motor 
Traders Ltd., Tel.: (02) 7173559 - 


The art of engineering 





Hexagon brings the financr: 


MARKET INFORMATION 





larket-place to your office. 
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RKET INFORMATION 





To keep one step ahead in the money 
market, you need accurate information 
and you need it fast. Hexagon, 
HongkongBank’s corporate electronic 
banking system, brings instantly to your 
screen the current state of both local and 
international markets. 


Hexagon will keep you informed on 
Foreign Exchange rates (spot and 
forward), Gold Prices, Lending and 
Deposit rates, Stock Market indices and 
prices, Currency Notes and Demand Draft 
rates. Information from the world’s major 
financial centres is constantly updated 

so that you can react quickly and 
appropriately as market conditions dictate. 
Of course, Hexagon also allows you to 
control your domestic and global financial 
affairs, with complete security, right from 
your office. 

Hexagon Is state-of-the-art corporate 
electronic banking, from the 
HongkongBank group, one of the world’s 
major financial institutions, with over 
1,200 offices in 55 countries. To find out 
more about Hexagon and how it can help 
your company, contact the Hexagon 
centre at your nearest branch of the 
HongkongBank group. 


Hexagon. 
Puts the power of the bank 
in your hands. 





(€ 
HongkongBank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank * Hongkong Bank of 
Canada * HongkongBank of Australia 
The British Bank of the Middle East 
Hang Seng Bank Limited * Wardley Limited 
HongkongBank Limited 


CONSOLIDATED ASSETS AT 31 DECEMBER 1984 
EXCEED US$61 BILLION. 
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271,000 KILOMETRES 
OF HIGHWAYS. AND ALL ROADS 
LEAD TO SPENDING POWER. 





271,000 kilometres of high- 
ways. 100,000 kilometres of 
railway track. 60 major air- 


the world’s most lucrative 
markets. Because within one 
day's road or rail transporta- 
tion of the Canada/U.S. bor- 
der there are 150 million 
North American consumers. 


Great distances have made us 
masters of transportation and 
communication. In 1983, 
Canada's trucks moved 196.3 
million tonnes of freight. Our 
railway system, with more 
track per capita than any- 
where else in the world, con- 
nects every Canadian urban 
centre to the eastern sea- 
board, mid-west and west 
coast rail networks of the 
United States. And from the 
middle of North America, the 
St. Lawrence Seaway moves 
goods directly to the Atlantic 


Ocean. 
With the formation of Invest- 
ment Canada, the Canadian 
Government has placed the 
welcome mat out to foreign 
investors. Transportation and 
our strategic location are just 
two of the many reasons why 
your company should con- 
sider the invitation. 








To find out all of the good 
reasons why Canada is 
today's land of opportunity 
for profitable business ven- 


ports. All there to serve one of 
tures, send for a copy of our 


investor's handbook. 
Attach your business card to 
a copy of this ad and post it 
to: Investment Canada, 
Canadian High Commission 
P.O. Box 10990, 

50732 Kuala Lumpur, 
Malaysia TLX 30269 
DOMCAN MA 
Investment Canada, 


Business Centre, 
Commission for Canada, 


GPO Box 11142, Hong Kong. 
Investment Canada, 
Canadian High Commission, 
Maxwell Road, 

P.O. Box 845, 

Singapore 9016. 


WELCOME TO THE 
NEW SPIRIT OF ENTERPRISE. 





INVESTMENT 
CANADA 











he year Thai celebrates 25 years as 
an international airline and millions 
of miles flying smooth as silk around 
the globe. 

In that time we have grown from a 
small, regional airline in Asia to one 
of the world’s major carriers. 
Bangkoks unique position as the 
central hub of Asia has helped us to 
develop a route network that serves 
more countries in the Orient than any 
other airline in the world. 


And with the opening of routes to 
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a Id now includes cities 
30 countries across ee conti > nts. | 
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Kathmandu and Bali in the late sixties, 


our pioneering spirit flourished, too. 


By flying the great circle route to 
Europe, Thai was the first airline to 
introduce non-stop services to major 
cities, taking hours off the journey. 
Our north-west gateway to America 
via Tokyo and Seattle also met a great 
need and is in constant demand. 
And in our ever-expanding fleet of 
magnificent 747Bs on the longer 
intercontinental routes and wide- 
bodied A300s for the shorter regional 












routes, reaching your destination has 
never been more convenient. 

No matter where it is on the globe 
you are heading, the world is your 


oyster on Thai. 
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T TRAVELLER'S TALES 








P JAPANESE attempts to write Eng- 
ish are often amusing but, when they 
trive after the poetic, can be touching 
wwoo. Take this passage, from a carton 
'ontaining a bottle of Dohkan sake rice 
"wine, which attempts to explain its ori- 
iin. 
The Dokhan is the given name of 
Ohta, the lord of Edo Castle (the Impe- 

"ial Palace of Japan in the present) 

ich was founded in the Muromachi 
ra about 450 years ago. 

It is well-known in our country as fol- 
ows: He was caught in rain in the course 
his hunting when y . He went to a 

bby farm-house near by and asked a 
raincoat to a daughter of the peasant 
me out. However, as she offered only 
ne wild yelleow rose, “Yamabuki-no 

na," to vani the reply, he came 
ome in towe e. 
After a while of his return he under- 
her reply, there was a poem show- 
"I am sorry, I have no one raincoat 
ugh I have many of the flower 


E 

As he felt shame of his illiteracy, he 
rserved in his efforts to cultivate him- 
If better and could be recognized as a 
great lord in after years. 

The descendant of the 17th directive 
peers of the Dohkan is the presi- 
ent of our company. 

Help yourself to taste this Nada-no 
“Sake Dohkan with its history and tradi- 
p which we are brewing it with all our 

earts always. 

€ ALL of which is quite charming. The 

m in question, author unknown but 
ttributed to Ohta Dohkan, is an ob- 
lique, multi-layered, punning ode of 
apology by a country girl for being so 
r as not to possess a straw raincoat, 

ing rich only in wild flowers. Unfortu- 
nately the blurb on the bottle hardly en- 
lightens the imbiber about how the sake 
e to be so named, but it's a pretty 

24 and thanks to H.G. Reid for 
sending it. Another example of death- 
less but almost impenetrable prose 
comes from a tourist guide to an impe- 
rial hero's grave on the island of Sado, 
Niigata prefecture: 

Here is Mano imperial ‘Mausoleum’ 
in Mano. Emperor of Juntoku was sent 
to a remote islet of Sado, by bad follow- 
ers 750 years ago. And he had lived 
where has “Mano-Gu” for 22 years ago, 
at the foot of a slope. As he keow that he 
has never came back to Kyoto. As the 
result that he performed fast of twelve 
day's duration he hated bad followers 
and killed himself. He was forty six 
years old. Eight intimate followers him 
cremate here. They planted pine there, 
It is a gravepost. When the tree passed 
six handred years, it was flow down by 
the wind. We can see a pine in front which 
planted again afterwards. The grave of 























the emperar is which 5 meter around 
under the pine seen sideways now. 
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This narrative is rather like modern 
poetry in that some sort of meaning can 
be extrapolated almost in spite of the 
words. It was sent by Bruce Bailey who 
mentions a couple of signs which had 
tickled his sense of humour during the 
years he has spent in Japan. One over a 
shop in Kasukabe, Saitama, which spe- 
cialised in various types of fried, grilled 
and roast chicken, read: "COCK 
BURN." Another, on top of a 10-m- 
high pole in front of a grocery store near 
Atsugi, Kanagawa, read: "FLESH 
FOOD." Which leads straight on to a 
photograph taken by Hans Ekdahl of a 
butcher's shop in Izu, south of Tokyo, 
which appears to be tautologous: 
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€ ANOTHER use of the word “meat” 
(as in “a great honor to meat you" — 
this time on a Japanese sweatshirt) is 
unfortunate: 


On the other hand, as Christopher 
Batchelor points out, the T-shirt worn 
by Junko Tabei is quite deliberate: she 
was a member of the Tokyo Ladies 
Climbing Club which conquered Mount 
Kinabalu recently: 
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Derek Davies 


e TWO more shop-fronts, photo- 
—— by J. Fernando — lanch at the 
Coffee Shop might launch the customer 
into a fright next door: 





Fernando also unpicked a clothing 
label from the inside of a Japanese coat: 


THIS JACKET ON AND GO ARO- | 
THE WORLD. j 
ONCE IN A WHILE, WALK SLOWLY OR | 
RUN AS A LIGHT-FOOTED HORSE. | 
THE PLEASURE WOULD BE EXPANDE- | 
TWICE AS MUCH. WE EXPECT YOU! 
0 DO SO. 
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€ MANILA has appointed Jovito 
Salonga, head of Cory Aquino’s Com- 
mission on Good Government, to 
explore means of recovering at least 
some of the enormous wealth Marcos 
and his wife Imelda stole from the 
Philippines. 

Was Imelda really the power behind 
the Marcos throne: in an item spotted 
by Lukas Schwarzacher, the Asahi 
Evening News, reporting the Salonga 
appointment, has no doubt at all: 





and police. 

Salonga, one of the many 
politicians jailed when Mar- 
cos imposed marital law in 
1972, said the questionable 
investments and properties 
overseas could amount to bil- 
lions of dollars. 

















Jose 





[melda’s martial arts? 
e BUT the Asahi’s misprint was out- 
classed by Kota Kinabalu's Daily Ex- 
press: 


Recovering 
Marcos’ 

botty won’t 
easy 
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BURMA 


Surviving his heirs 


Ne Win’s ailing successor appears ready to step down 


By Paisal Sricharatchanya in Rangoon 


or the past several years, Rangoon 

has been swept by intermittent 
rumours about the health of Burmese 
leader Ne Win. But the 75-year-old Ne 
Win survives, apparently in good 
health. Ironically, the focus of concern 
here has now shifted to the health of 
President San Yu — who Ne Win had 
chosen as his political heir — and the 
consequently renewed succession ques- 
tion of an ageing leadership. 

San Yu, 68, suffers from a kidney 
ailment but a more recent heart prob- 
lem has caused the most concern. He 
was treated in the US last November 
for an aortic aneurysm, diplomatic 
sources said, with his aorta replaced by 
an artificial artery. He appeared frail 
upon his return to Rangoon on 21 Janu- 
ary and is still recovering from the 
operation, which has left his speech im- 
paired. 

As head of state, San Yu should have 
played host to West German President 
Richard von Weizsacker during an offi- 
cial visit here on 5-10 February. How- 
ever, Vice-President Aye Ko served as 
host instead, though San Yu joined Ne 
Win in a meeting with Weizsacker at the 
state guest house. 

San Yu, who serves as vice-chairman 
of the ruling Burma Socialist Program- 
me Party (BSPP), attended three public 
functions in early March, accompanying 
Ne Win and — supported by 
him. 

A non-controversial figure and Ne 
Win’s long-standing comrade-in-arms, 
San Yu became Ne Win's heir-apparent 
when his mentor named him BSPP vice- 
chairman — Ne Win is chairman — dur- 
ing the fifth party congress in August 
1985 (REVIEW, 12 Sept. '85). In Novem- 
ber of the same year, he was re-elected 
to another four-year term as president, 
confirming his vital position in both the 
State and party hierarchies. 

But his political future is now less 
certain. Although observers here differ 
in their assessments as to when San Yu 
will stand down — some speculate it 
could happen at the next session of the 
People’s Assembly in October or 
November — most concur he is no 
longer capable of performing effec- 
tively. 

Who then will succeed San Yu if and 
when he steps down, and what sort of 
changes are likely in the lower tiers of 
the state and party hierarchy? 

The succession problem was tech- 
nically resolved at the August 1985 
party congress. A constitutional amend- 
ment allowed for the vice-president 
to take over in the event of the pre- 
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sidents death or disability. Party 
leadership succession follows the same 
pattern. 


So should San Yu die or become in- 
capacitated, Aye Ko who, as general 
secretary, is number three in the BSPP, 
would succeed San Yu in both his gov- 
ernment and party posts. The current 
joint general secretary, Sein Lwin, 
would in turn become vice-president 
and party general secretary, leaving his 
current party job to one of the party's 
four deputy secretaries. 

But, as many analysts note, the suc- 
cession structure exists only on paper. 
While succession in the government 
hierarchy is likely to proceed according 


Ne Win; San Yu: ageing leadership. 





to the constitution, changes in the party 
leadership can take place at the pleasure 
of the chairman. 

Many diplomatic and political ob- 
servers in Rangoon suggest Defence 
Minister and Deputy Prime Minister 
Gen. Kyaw Htin is a likely contender 
for the top government and party posts. 
Kyaw Htin, a politburo member, cur- 
rently ranks below Aye Ko and Sein 
Lwin in both the government and party. 
But owing to the respect and support he 
commands within the armed forces, 
most analysts say, he is more powerful 
than his two superiors. 


F sss a communist insurgency 
and an assortment of ethnic rebel 
groups as well as maintaining law and 
order, the 186,000-strong army-domi- 
nated military is the country’s most for- 
midable force. Although Kyaw Htin, 
62, retired as military chief of staff last 
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November, his military ties remain 
strong. The new chief of staff and Dep- 
uty Defence Minister Lieut-Gen. Saw 
Maung is said to be a loyal follower of 
Kyaw Htin. 

Perhaps of equal importance, Kyaw 
Htin is charismatic and popular — in 
stark contrast to the unassuming Aye 
Ko and the unpopular Sein Lwin. 

Given Kyaw Htin's stature, the fact 
that he was not named to the vice-presi- 
dency at the People’s Assembly session 
last November: came as a surprise. One 
story circulating among diplomats here 
is that the general had let it be known 
that he was happy where he was as de- 
fence minister. The same story has it 
that Aye Ko recommended Kyaw Htin 
for the job to the chairman before get- 
ting the job himself. 

But with Ne Win's past attacks on any- 
one attempting to upstage him, such dis- 
plays of modesty would hardly be sur- 
prising. The political demise in 1983 of 
former joint general secretary and mili- 
tary intelligence chief Brig.-Gen. T 
Oo is said to have bee.. 
mostly due to his grow- 
ing eminence, under- 
lined by his former 
nickname of "number- 
one-and-a-half." 

Aye Ko, who is 12 
years older than Kyaw 
Htin, was pulled out of 
the army to serve the 
eas about 10 years ago. 

e was already a major- 

eneral then, — while 

yaw Htin was only a 
brigadier. Against Kyaw 
Htin's elementary school- 
ing. Aye Ko is said to 
have completed high 
school. 

Many here believe 
that recent publicity for 
Sein Lwin in the govern- 
ment-controlled press 
was initiated by Ne W: 
to counter the influenc 
of Kyaw Htin. An Asian diplomat said: 
"The old man is good at this sort of 
thing. He manoeuvres a proper check- 
and-balance." 

Sein Lwin, 62, serves as party discipl- 
inarian and is responsible for reporting 
wrong-doing by party members. Some 
say he was involved in ringing down 
Tin Oo on charges of misuse of public 
funds. His duties as party watchdog 
probably account for his unpopularity 
among his colleagues, but he has the ear 
of Ne Win and is trusted by the coun- 
try's paramount leader. 

Although analysts ‘here give cre- 
dence to the rumours of a power strug- 
gle between Kyaw Htin and Sein Lwin, 
it is difficult to imagine such a conflict 
coming into the open as long as Ne Win 
is around. But the situation in a post-Ne 
Win era could be different. Unless a 
consensus for collective rule is reached, 
the possibility of Kyaw Htin — backed 
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E the military — seizing control is not 
led out by the analysts. j 
A host of problems facing the coun- 
y could act as a catalyst for such a post- 
Win scenario. The country is stillen- 
wed with a wealth of natural re- 
yurces, and a “green revolution" has 
abled Burma to remain one of the few 

t food exporters of Asia. But more 
an 20 years after the government insti- 
ted its rigid closed-door policy, the 
—»untry is strapped with slowed econo- 
ic growth, double-digit inflation, 
rinking export earnings: and a sky- 
keting debt-service ratio. 

In recent years, Rangoon has been 
oadening its economic links with the 
tside world. For example, Thai Dep- 

y Prime Minister and Foreign Minis- 
_ er Siddhi Savetsila made an official visit 
—» Burma on 24-27 February — his 

»urth to date. Economic. cooperation 
vas given high priority, with the Thais 
—roposing a bilateral trade agreement. 
ut Rangoon, true to form, would give 
gkok.no firm commitment apart 
accepting the proposals "for con- 
deration.” 

Thai Ambassador to Rangoon 

'hongchan Chotikasathien said the 
rime objective of an economic pact 

vould be to legitimise the lucrative but 
Mlegal trade across the countries’ 
mutual border so that both countries 

an benefit from tax revenues. 


ES nii Thailand suffered a Baht 
Baf 500 million (US$18.5 million) trade 
Weficit with Burma last year, mostly from 
»urchases of teak logs and marine pro- 
Mucts. But a wide assortment of Thai 
p goods are smuggled into 

urma through an extensive network of 
webel-controlled routes along the bor- 
Mer. The illicit daily trade from Thai- 
sand, valued at Baht 10-15 million, 
supplies the bulk of blackmarket goods 
in and around Rangoon. 

Unlike the mass-based communist 

ies of the Soviet Union or China, 
Ws cannot claim any grassroots 
pport. Its total membership is esti- 
1ated at no more than 300,000, or less 
than 1% of the 36 million-strong popu- 
ation. It was the army which took over 
the country 24 years ago — the party 
was created 12 years later in 1974. So it 
would not be surprising if the army ulti- 
mately demands the final say. 

The succession. debate remains 
somewhat academic as long as Ne Win 
lives. Since he took power in Burma's 
"962 revolution, Ne Win has ruled with 
an iron hand. He is said to have suffered 

minor stroke in 1984 but, judging from 
ais recent flurry of public appearances, 
ais health appears good. Most diploma- 
lic and local observers believe he can re- 
main in power for some time. “Quite re- 
markably, the man seems to be going 
rom strength to strength," said a 
Western diplomat, adding: “He will 
»robably outlive some of his [younger] 
*ohorts." j ü 
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THE LAW 


Elusive proceedings 


Court bans press coverage of chit-fund trial 


By John McBeth in Bangkok 


fter occupying large chunks of news- 

paper space throughout most of last 
year, the sensational Chamoy Thipyaso 
chit fund case has faded from sight — if 
not from mind. The reason is simple: 
because of the sensitive nature of the 
evidence being given during the trial, 
the court banned its publication from 
the outset last October. Given the 
dearth of news about it since then, 
editors have clearly felt it is best to leave 
well alone. 

Chamoy, a 45-year-old former state 
enterprise official who has become a 
household name easily recognised by 
her white dresses and ubiquitous da 
sunglasses, is accused along with seven 


other associates of cheating 
clients out of Baht 4.04 billion (US$152 
million) between 1 January 1977, and 12 
November 1984. A second indictment 
also charges the defendants with em- 
bezzling Baht 510.58 million from a 


13,248 


further 2,983 people between 13 
November 1984, and 31 March 1985. 

The eight accused — all of them still 
in police custody — have denied com- 
mitting the offences, which authorities 
contend went close to jeopardising 
Thailand’s economy. Police sources es- 
timate that the total amount of money in 
the underground finance scheme, one 
of several outlawed by government de- 
cree in early 1985, probably went as 
high as Baht 8 billion. But they say that 
some of its more influential customers 
were able to get their money back dur- 
ing a three-month period when Chamoy 
disappeared from public view. 

The ban on reporting the trial, which 





also covers publication of the names of 
individual witnesses, was imposed when 
the very first witness mentioned a lead- 
ing public figure in connection with the 
case. Officials told the REVIEW that 
other high-ranking personalities have 
also been referred to during subsequent 
hearings and say the bench's ruling is 
designed to protect their reputations as 
well as those of the witnesses, many of 
whom were former investors. Despite 
the ban, members of the public can still 
attend the twice-weekly sessions that 
have been going on with some interrup- 
tions since last September, 

Officials say 54 prosecution witnesses 
have so far given testimony and at this 
point they do not know how many of the 
4,332 other people waiting to take the 
stand will actually be called. Likewise, 
they can give no indication when the trial 
is likely to end. 


Te prosecution alleges that the 
eight defendants let it be known 
through advertisments, distribution of 
documents, verbal persuasion and a 
network of authorised agents that 
Chamoy would, with the promise of 
high returns, accept investments in oil 
trading both inside and outside the 
country. As part of the scheme, it was 
claimed that she had established a trad- 
ing concern known as the Petroleum 
and Marine Service Co. with its own 
fleet of oil tankers. 

According to the prosecution, 
Chamoy charged Baht 160,500 as an in- 
vestment in each tankerload, but those 
clients who could not afford such an out- 
lay were permitted to invest in half or 
quarter loads — or even the amount set 
for one wheel of a truck. As a powerful 
inducement, which attracted a large 
number of air force officers in particu- 
lar, all customers were promised a 
monthly return of 6.5%, or 78% a year, 
payable on a month-by-month basis. 

Over the years, the chit fund became 
one of the biggest games in town with 
Chamoy never failing to meet her pay- 
ments. And in a conscious effort to bur- 
nish her purported legitimacy and rein- 
force public confidence, she is said to 
have handed out huge donations during 
appearances at numerous social and 
charity functions, The prosecution 
claims that in reality the eight defen- 
dants were never involved in oil trading, 
that at no time were they shareholders 
or had links with the so-called Petro- 


leum and Marine Service Co., and that — 
they had never engaged in a business 


yielding sufficient returns to allow in- 
terest payments of 6.5% a month, 
* 
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PAKISTAN 


Promises, promises 


Critics doubt official plans to relax press controls 


By Husain Haqqani in Islamabad 


I? an attempt to loosen its hold on the 
local press, the Pakistani Government 
plans to revise some controversial 
clauses of the defamation law. In the 
event of libel action by government 
functionaries, these revisions could en- 
able the press to defend itself on the 
grounds of truthful reporting and public 
interest. 

Existing laws introduced during the 
military regime bar newspapers from 
publishing potentially defamatory 
material about officials and government 
agencies even if the information is true 
or its dissemination is proven to be for 
the public good. Although it is unclear 
when the amendment will be put into ef- 
fect, it marks the acceptance by the au- 
thorities of a major demand by the 
press. 

Minister for Information and Broad- 
casting Chaudhry Shujaat Hussain has 
also promised to review controversial 
provisions of the Press and Publications 
Ordinance (PPO) which has served as 
the main instrument of government 
control over the press for more than two 
decades. Media organisations, includ- 
ing those of publishers and editors, have 
offered suggestions for restructuring 
government-press relations, and revo- 
cation of the PPO has been a major de- 
mand of journalists’ unions as well as 
political parties. But sceptics say they 
do not expect a dramatic change in 
press laws despite government assur- 
ances. 

Such assurances, they say, have been 
made before but it is difficult for a 
bureaucracy which is heavily dependent 
on official controls to adapt to a com- 
pletely free press. Hussain has intro- 
duced a new style in dealing with the 
media by using personal contacts with 
journalists and adopting public-rela- 
tions techniques but other offi- 
cials continue to invoke various laws, 
rules and procedures to pressurise the 
press. 

The government's intentions to- 
wards the press were tested recently in 
an action by provincial authorities 
against the Karachi daily Amn. The pro- 
vincial government of Sindh took ex- 
ception to a story in the Urdu-language 
daily in February about the death 
of prisoners who went on a hunger 
strike. 

The government called the report in- 
accurate and ordered the publisher to 
deposit a cash security of Rs 30,000 
(US$1,910), a penalty provided for in 
the PPO. The daily filed a petition in the 
High Court and got an injunction 
against the penalty. Meanwhile, the 





government had ordered Amn’s printer 
to shell out an additional deposit of Rs 
10,000 and promptly proceeded to can- 
cel its printing licence for non-payment 
of the security on time. 

The licence was later restored, al- 
lowing Amn to continue publication. 
But the incident reflected the govern- 
ment's readiness to continue using the 
PPO against disenting newspapers. 

Although Islamabad did not criticise 
the Sindh government's action, federal 
authorities maintained that they had not 
been consulted in the matter. An Infor- 
mation Ministry official claimed: “The 
federal government no longer uses the 
press-advice system [to warn the press 
against sensitive stories], but provincial 





governments are entitled to act in their 
own interests and we cannot stop them 
from applying laws still in force.’ 


Te Sindh government blamed Amn 
for sensationalism and said its action 
was aimed against irresponsible report- 
ing. But Amn’s editor Afzal Siddiqui re- 
jected official claims: “We are bein 
punished because we are not prepare 
to be sycophants. If our story was incor- 
rect, the government should have issued 
a denial and given evidence to the con- 
trary. Inaccuracy in reporting is not at 
issue at all because to this day the sub- 
stance of our report has not been proven 
wrong by the authorities.” 

The issue is whether the government 
is justified in continuing artbitrary ac- 
tion under the PPO while negotiating to 
amend it. Amn is also being subjected to 
indirect pressures through the denial of 





government advertising. Untillast yeas 
the daily was subject to pre-censorshp 
under martial law though such restric 
tions were not imposed on other news 
papers. 

Journalists believe the Amn case t 
be a test of the extent of the goverr 
ment's commitment to press freedom 
Fasieh Iqbal, a senator from Baluchi: 
tan who is also the president of the n: 
tional newspaper editors' organisatior 
has repeatedly called for an indepew 
dent press council to implement a co 
of conduct for newspapers, taking awa 
the government's powers under thi 
PPO and other restrictive press laws. 

Another senator, Khurshid Ahme 
of the Jamaat-e-Islami party, moved 
EC bill in parliament to amend th 

PO but it received little support fror 
members of the ruling Pakistan Muslir 
League and is currently before a legisla 
tive committee. It appears unlikely tha 
amendments to the PPO will be passes 
in the near future. 

Meanwhile, President Zia-ul F 
has accused the local press of misusir» 
its freedom after the recent re 
laxation of controls. In a recen 
speech, Zia described the pres: 
as irresponsible, untrustworthy 
ignorant and unreliable. Hi: 
criticism reflected growing im 
patience over critical and some 
times contradictory reporting ir 
daily newspapers which is sees 
by officials as an attempt to de 


fS | stabilise the government. 


huge tns 
ut. z^ à 


Ex "Editors are not using any 
discretion in publishing state 
ments of politicians," com 
plained an Information Ministr* 
official, adding: “There is little 
attempt to confirm reports, anc 
even claims of political ex 
tremists are presented as estab- 
lished facts." Zia is particular: 
y annoyed over reports alleging 

ifferences between himself an^ 
the prime minister, and staf 
ments by leftwing politiciai 
calling for fundamental changes 
in Pakistan's federal structure. 

The press reacted strongly to Zia’s 
remarks, calling it an attack on pres: 
freedom. At a recent seminar ir 
Karachi on independent journalism 
speakers accused the government of de: 
manding conformity from the media. 
Ahmed Ali Khan, editor of daily Dawn 
observed: “The government always 
stops the press from reporting facts or 
the grounds that it would encourage ‘di: 
visiveness'." 

But other speakers insisted on the 
need for restraint on the part of the 
press. Majeed Nizami, editor of Nawa. 
Waqt regretted Zia’s criticism anc 
pointed out that the country had not hac 
a free press since 1958, when martial law 
was first imposed. But he said: "En 
couraging linguistic, religious, socia 
and class contradictions is not freedor 
of press." ü 
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Strike violence in the Philippines: intervention is widespread. 
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Solidarity is elusive, both within and among unions 


An organised disunity 


miracle has said little about the role of Asian trades 

unions in economic development. As representatives of 
organised labour, unions have been seen as a force to be 
reckoned with; many unions in Asia were once leaders in 
nationalist struggles for independence. Today, many suffer 
from government repression, limited freedom of association, 
internal divisions and personal rivalries. Others suffer from 
dwindling membership and a lack of trained and dedicated 
leaders. 

In the newly industrialised countnes (NICs), trades unions 
have been or are in the process of being co-opted by govern- 
ments. Singapore, Taiwan and South Korea all have an iron 
grip on their unions. The National Trades Union Congress in 
Singapore is virtually an arm of the government and any in- 
dependent action by workers is disapproved of, or suppress- 
ed. In Taiwan, though workers have the 
legal right to set up trade unions, in prac- 
tice a union must be vetted by officials of 
the ruling Kuomintang. In South Korea, 
labour unions have often been put down by 
legal and sometimes violent means. 

Unlike the other NICs, Hongkong does 
not have a reputation for using strong-arm 
tactics on its trades unions. Rather, 
gradual reforms in labour legislation, en- 


T he wealth of literature on the so-called Asian economic 


Asean 
Australia and 
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couraged by pressure from labour groups both in the terri- 
tory and in London, have elevated the status of the govern- 
ment's Labour Department in the eyes of workers to the 
point where most labour disputes are settled by the depart- 
ment or via the Legal Aid Department. 

Most unions in Hongkong suffer from membership de- 
clines, largely because their role as protectors of labour in- 
terests has largely been taken over by the government. 
Union membership has also declined in Singapore, where 
government-initiated wage increases of the past few years — 
helped by a booming economy, which it certainly is not now 
— and implementation of comprehensive labour legislation 
have largely appeased the labour force. 

Japan has time and again been upheld as a model, not only 
of economic development, but also for its peaceful, hard- 
working labour force. Part of the reason, it seems, is to be 
found in Japan's unique style of enterprise- 
based unions, which, in effect, act in the in- 
terests of management. Many countries in 
Asia have tried to emulate this, pushing for 
51 the setting-up of company unions, but all 
have reported little success. A major 
reason for this failure may be the absence 
of a symbiotic relationship between com- 
pany and worker which demands loyalty 
from both sides. Until now, this rela- 
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s little incentive for them to join because the unions 
' disunited and fragmented, wracked by internal dissen- 
, political factionalism and personal rivalries. In the Sub- 
itinent, job security is a major problem in the wake of 
is nemployment. This has also had a negative impact 











d inte vention are widespread in a 
of Asean countries and also in parts of the Subconti- 
Partly as a result of fear of military reprisals, many 
rades unions in these areas will not divulge the actual size 
their membership. Andi in many cases, there is practically 
| freedom to organise outside government sponsorship. 
Foreign manipülation and military difiltration of unions have 
been especially apparent in Thailand, where attempts have 
been made by military personnel to undermine labour unity. 
us Socialist countries have a distinct form of trades unionism 
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-China and Burma 
have turned trades 
unions into an 

arm of the state. 

They are bol- 

stered by the 

. Marxist-Leninist 

principle that 

trade unions 
should function 
as a "transmis- 
sion belt" be- 
tween the party 
and the workers. 
Employers and 
employees are as- 
sumed to have the 
same interests, for 
they are all sup- 
| sed to be work- 
ing to enhance the 
interests of the 
working class. In 
practice, the 
unions no long- 
er take labour's 
side in conflicts 
with manage- 
ment, as they used 
to do in pre- 
socialist days. 
Their functions 
are now purely so- 
cial and | educa- 
tiopal; 
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Although there are ‘more wome workers now than ever, 
most of them are not interested in joinir g.unions or are ignor- 
ant of what unions can do for them, constrained as they are 
by cultural and social norms. 
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The majority of workers in Asia ( (outside the South Pacific 
region) are unorganised and are therefore unable to effec- 
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tively safeguard and promote their interests in a changing MT 


economic environment. Even where they are "organised," 


such as in the socialist countries, their interests are not neces- 





JAPAN AND THE NICS 


The ca rrot- ar 






dragons” of Asia — the newly industrialised countries 


A high premium is put on industrial peace by the “little 
(NICs), Hongkong, Singapore, Taiwan and South 


Korea — and by highly industrialised Japan. These countries | 


attribute a substantial part of their economic achievements to 
good labour/management relations, which a quiescent 
labour force makes possible. 

With the NICs’ growth averaging — 8% a year ove 


the past decade, workers’ mobility has increased, though in 


some cases, real wages have remained static or declined as 
high inflation eroded purchasing power. In Hongkong, for 


example, real wages for blue-collar workers have generally 
fallen below their 1982 levels. Even in Japan, where unions . 
are comparatively well-organised and workers are the best-. 


paid in Asia, wages have lagged behind living-cost i increases. 


Cheap labour has always been a selling point for investors in . 


the region in their efforts to compete in international mar- 
kets, often producing similar ty m of consumer goods. 
Singapore, in fact, is the NI 


s` odd man out: government- 






initiated wage increases and employment. benefits have. | 
pushed its labour costs above all the others except Japan- 


This may be in line with its. attempts to emulate the widely 
acclaimed Japanese economic model right down to its popu- 
lar in-house unions — which have failed in the Singapore 
context. Although foreign investors have —— ibo 
high wages, most have remained i in Singapore to produce 
higher-end goods. 


Japan's trades-union movement is divided and declining. | 


It is split between Right and Left — with Right- and Left- 
aligned elements themselves factionalised —- and between 
public and private sectors. Membership. ha: 
year since its post-Warld War Il pea 
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Baseball-gloves manufacture in Osaka: Japan as a model. 


sarily better defended. Although efforts are being made by 
international labour organisations to promote solidarity 
among labour unions, they have had limited success. Most 
overnment-controlled unions are suspicious of their efforts 
D there are not enough independent and influential unions 
o ensure labour solidarity in Asia. o 


workforce in 1977, and in 1983 dipped below 30% for the first 
time. In 1984, the rate of unionisation stood at 29.1%, or 
12.46 million workers. 

Japan's post-war constitution guarantees “the right of 
workers to organise, to bargain and to act collectively.” 
While there are some trades unions in Japan, such as the All- 
Japan Seamen's Union and the National Federation of Tex- 
tile Industry Workers Unions, more than 90% of all unions 
are enterprise or company ones. According to Labour Minis- 
try figures, of a total of 69,333 unions, enterprise unions ac- 
count for 65,337; craft unions, 720; industrial or trades 
unions, 1,775; and “other” unions, 1,501. 

In practice, workers are not free to organise on their own 
initiative. Those who do are certain to be regarded as trou- 
ble-makers and invite ostracism or worse. When a company 
grows to the extent its management feels a union is needed, 
management creates a union. Enterprise-union attitudes to- 
wards management in many cases are management attitudes, 
because management personnel often double as union exe- 
cutives. Much of the typical enterprise union's time is spent 

Jt on improving labour conditions but on organising sports 
nd other employee activities. 

In many respects, such unions double as corporate per- 
sonal-affairs departments. Employees take turns at holding 
executive posts in the company unions. During these aaa 
brief stints, the boat is not rocked for fear sich activism will 
jeopardise promotion prospects. 

In many complicated ways, the major unions are tied to 
opposition political parties. This has not done them much 
good, since no opposition party has won an election in post- 
war Japan (except for a coalition of three socialist parties that 
were in government from April 1947 to October 1948). 
Sohyo, the largest trade union grouping in the country, is 
tightly linked to the waning Japan Socialist Party (JSP). 
About 70% of JSP candidates in the December 1983 general 
election had held Sohyo posts. Domei, the second-largest, is 
affiliated to the Democratic Socialist Party, which estimates 
that about half'its votes in the 1983 election came from 
Domei members and their families. 

Labour/management disputes mostly are settled by pri- 
vate consultation between the parties involved. A Labour 
Relations Commission can imédiate but is reluctant to pro- 
nounce judgment, as shown by the large number of cases it 
"carries over" each year. Strikes and lockouts are rare. When 
railway unions do strike, they do so in such a way as to regis- 
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Major labour federations 









NO. of 
x t members 


General Council of Trade Unions (Sohyo) 


Japanese Confederation of Labour 
(Domei) 6,072 


National Federation of Industrial 
Organisations (Shinsanbetsu) 


TC 












Federation of Independent Unions 
(Churitsu Roren) 


Others (including non-federated) 


Total 


**At 30 June 1984. BAD... 
tMembers of unions belonging to more t 
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ter their grievance without unduly inconveniencing the pub- 
lic. A railway strike would usually be announced at least two 
days in advance, conducted outside rush hours, and last for 
no more than a day or two. 

Working women, in many cases, cannot belong even to 
enterprise unions, because of their status as "part-time" 
workers (a Japanese euphemism for full- or part-time work- 
ers who are not entitled to company employee benefits such 
as sick leave, transport or retirement Aosan, because, 
hired on a part-time contract, or dispatched by employment 
agencies, they do not qualify as “employees” of a company). 


bodies generally are weak. Sohyo is affiliated with 

neither the World Federation of Trade Unions nor the 
International Confederation of Free Trade Unions (ICFTU), 
though it does belong to the OECD Trade Union Advisory 
Committee. Sohyo's relations with the Soviet trades-union 
organisation, AUCCTU, are cool, but ties with China are 
warm. Domei, on the other hand, belongs to the ICFTU and 
has strong ties to the US’ AFL-CIO: 

Major union groupings now face four giant tasks: uniting 
their own ranks, for which purpose a loose confederation of 
unions, the Zenmin Ryoko, was setupin December 1982; ar- 
resting their membership decline; organising “part-time” 
workers, and fighting the loss of jobs caused by the introduc- 
tion of automated manufacturing processes. Their most re- 


j apanese unions’ connections with international labour 


cent failure was to stop or even alter government legislation: 


that will cut pension and health benefits. 
Japan's prevailing employment pattern is characterised 
by a rising number of both tertiary or service-industry work- 
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ers and secondary-industry workers in manufacturing, min- 
ing and construction. The number of workers in the primary 
sector — agriculture, forestry and fisheries — on the other 
hand, is in perpetual decline. 

Officially, the unemployment rate in 1984 stood at 2.7%, 
up from 2% in 1980 and 1.4% in 1972. The average monthly 
wage in 1984 was Y310,000 (US$1,312), against ¥ 101,000 in 
1972. The smaller the company, the lower the wage and the 
lower the rate of unionisation. 

On 1983 figures, 60% of workers were organised in com- 

nies of more than 1,000 Ep. This plummets to 31% 
or firms with 100-1,000 employees; 8% for 30-100 employ- 
ees, and 0.5% for under 30 employees. The rate of unionisa- 
tion in the public sector is high, at 73.8% ; in manufacturing, 
35.8%, and in the service sector, 18.8%. Only 8.5% of 
wholesale- and retail-trade workers are unionised, yet they 
account for about 55% of the workforce. 

Wages have not kept pace with real living-cost increases, a 
trend the unions appear powerless to combat. Each year, the 
unions launch shunto, or the spring offensive — ritualistic 
bargaining sessions with management. This method of wage 
negotiation has become increasingly ineffective for two main 
reasons: opposition-party support of labour demands has 
weakened, and the shunto sessions have been led by the Ja- 

anese Federation of Iron and Steel Workers Unions, a weak 
abour leader because of the recession in its own industry. Al- 
though no alternative to shunto has been found, the Zenmin 
Rokyo is attempting to gain more control over the event, 
which could result in greater coordination 
and effectiveness of industry-wide collective 
wage bargaining. 

Unionisation in South Korea has grown 
with the country's industrial development. 
The first labour unions in Korea were formed 
soon after the country was annexed by Japan 
in 1910 and during the 1920s became the 
focus of anti-Japanese actions by workers 
and farmers. Since the departure of the Ja- 
panese in 1945, unions have remained, in 
many cases, a highly politicised movement. 
Their ability to organise and act, however, 
has been constrained by the slower pace of 
political development in the country. 

The present state of unionism is very 
much defined by laws set down in 1980, fol- 
lowing the military coup d'etat which brought 
the current regime of former general Chun 
Doo Hwan into power. It is illegal to hold 
strikes without government approval. 

The new, stricter labour laws, combined 
with the "purification campaign" which the 
government waged at that time through all levels of society, 
had the effect of cutting union membership, nationwide, 
from around 1.2 million to 820,000 in 1980. Membership is 
slowly picking up again and was expected to have reached 1 
million by the end of 1985. (According to statistics released 
by the Economic Planning Board, the total working popula- 
tion in 1984 was 14.42 million, 24% of whom were employed 
in mining and manufacturing. ) 

The 1980 Labour Union Act has been criticised for aiming 
to control labour through a policy of divide and rule. In prin- 
ciple, new unions may be formed with the consent of 30 
workers or 20% of the workforce in a company, but only one 
union is allowed in each enterprise. The law heavily reduced 
the powers of nationwide federations of unions, or unions or- 
ganised on the basis of industrial sectors. Only shop-level 
unions have the right to negotiate with management, and 
third parties are not permitted to intervene. In addition, the 
law lowered the dues which unions are permitted to levy from 
their members. 

By outlawing the involvement of third parties, the govern- 
ment delivered a crushing blow to organisations such as the 
Christian activist Urban Industrial Mission and the Federa- 
tion of Korean Trade Unions (FKTU) — the only officially 
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recognised national labour organisation in the country 

which acts as an umbrella for all others. According to the law 

disputes must be settled between union and employer, undes 
the authority of labour committees which are supposed to re- 
present the interests of the employer, the workers and the 
government. The government controls the appointments of 
these committees. 

Because they have broken the law, striking workers entes 
negotiations from a weak position; and if the two sides can: 
not resolve their differences, strikes are often resolved witt 
force: applied by either the police or company-hired toughs. 

The post-1980 status quo has left the FKTU, which has al- 
ways been open to criticism from unionists for its moderate 
line, in an even more awkward position than ever. Barred 
from taking a position on individual disputes, the FKTU is 
left with the vague role of representing labour interests with 
the government. As one diplomat described it, the FKTU is 
"not controlled by the government, but subject to govern- 
ment manipulation." 

One example of this pressure from above was the FKTU's 
decision in the summer of 1985 to fire nine of its more activist 
employees at a time when the government was staging à gen- 
eral crackdown on the political opposition throughout the 
country, especially aimed at students and union organisers. 
According to human-rights groups, roughly 70 people were 
arrested in 1985 for labour-related offences. 

South Korean labour unions tend to be as factionalised as 
the country's political parties. Factions are drawn along any 


- 


number of lines. In Christian-organised unions, which are 
yedominantly Presbyterian and Methodist, factions occur 
etween different sects and churches. 


omen, who make up about 40% of the workforce, 
W are the backbone of union organisations in heavily 
unionised and restive, labour-intensive sectors, such 
as textiles. Women in these industries are predominantly 
young and earning low wages, working only until they marry, 
with relatively little to lose. These women workers have 
staged some of the most bitter battles with management and 
police through the years. Strikes involving women saw some 
of the most violent resolutions, with police and company 
thugs breaking up sit-ins with vigour. In unions with entirely 
male membership, older leaders are often challenged by 
younger members who lead industrial action. 
ith the general rise in anti-government activity across 
the country over the past year has come a wave of labour dis- 
putes. According to Ministry of Labour figures released in 
November 1985, there were 225 cases recorded in the first 10 
months of 1985, compared to 100 in the same period of 1984. 
By far the most famous was the strike at the -Daewoo 
Motor plant, partly because of the high hopes the country has 
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or the car industry's future, also for the way it was settled — 

Daewoo group chairman Kim Woo Choong personally 
negotiated a favourable settlement with the young, non- 
union leaders of the strike. Kim went on public record in his 
request for leniency for the strike leaders, to which the courts 
turned a deaf ear, handing down prison sentences of two 
years each to three of the leaders. 

Coordination between the unions and other political op- 
pomon groups such as the students and the opposition New 

orea Democratic Party (NKDP) is mixed. The government 
has blamed much of the industrial troubles of the past year on 
activist students who have been employed as “disguised 
workers” in factories, and worked as organisers. Some 
labour sources have complained that the students’ support 
was frequently opportunistic and sporadic, such as staging 
demonstrations outside factories where strikes were occur- 
ring without much knowledge or apparent care for the prob- 
lems inside. The NKDP has few formal links with the unions. 
Apart from periodic criticism of the government's record on 
labour, the party does not appear to have a well thought-out 
alternative policy in this area. 

Most of the outside assistance flowing into the country’s 
unions comes from the Asian-American Free Labor Insti- 
tute, part of the US-based AFL-CIO, which maintains an of- 
fice in Seoul and sponsors training programmes. South 
Korea’s shaky record on labour was raised in 1985 congres- 
2onal hearings in Washington regarding the renewal of the 

_ Ountry’s privileges under the Generalised Scheme of Prefer- 





_ -nces. Labour policies are being taken into account in a deci- 
sion on whether to renew the GSP. In a report to congress, 
the AFL-CIO has questioned the wisdom of such renewal. 

In Taiwan, excellent management/labour relations have 
been held up as one of the major factors behind real econo- 
mic growth of better than 8% a year since 1952 — and stead- 
ily rising per capita incomes that went above US$3,000 in 
1984. Taiwan has not experienced a major strike since 1949, 
when the Kuomintang (KMT) government moved there 
from the Chinese mainland. 

Part of the reason for labour’s quiescent state may be 
explained by Taiwan’s rapidly rising wage levels. Manufac- 
turing wages rose an average 16% a year in the 10 years to 
1984, to NT$13,209 (US$330) a month. Low unemployment 
rates have also helped keep the peace. The official rate has 
stayed 1.2%-3% during the same 10-year period. Although 
the figures are generally considered to understate true un- 
employment by at least half, the level is still low by interna- 
tional standards, 

An equally important factor is the tight grip on unions the 
KMT has maintained. Under martial-law provisions that 
have been in effect since 1949, all strikes are forbidden. 
Draconian sedition laws are available to enforce the prohibi- 
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vis Demonstrations, marches, or picket lines are also for- 
idden. 

Under these conditions, the balance of power is clearly on 
management's side. As a result, only scattered, small-scale 
labour actions have occurred in the past 30 years and these 
have always been quickly broken up, either by persuasion or 
by the arrest of the principals. An indirect result of labour's 
weak position is Taiwan’s poor occupational health and 


safety record. 
Sg port and other sectors are guaranteed the right to union 
membership by both the constitution and the Labour 
Union Law, first passed in 1929 and last revised in 1975. In 
practice, however, only 1.3 million workers have been organ- 
ised — all by the only approved labour union, the Chinese 
Federation of Labour (CFL). Workers and labour experts 
say the reason for the difference between the two figures is 
that employers will sometimes prevent workers from forming 
a branch union in the workplace. Also, the unions are widely 
viewed by workers as a tool of management, rather than à 
means for labour to improve working conditions. As a result, 
interest in unions among workers tends to be low. 

The basic unit of union organisation is the factory-level 
branch union, which will include all the employees (both 
white- and blue-collar) in the workplace. In some cases, a 
local branch union can be formed by scattered workers in one 
trade. Taiwan has 1,210 factory branch unions and 740 occu- 

ational union branches. All are in turn com- 

ined into a unified county or city union or- 
ganisation, and then a P dy iio and finally 
national level — the CFL. 

Although the right to establish a union is 
———— by law, in practice it has to be 
approved by the local KMT committee, 
which also vets the officers chosen. Often, 
the officers are managerial-level employees 
of the company, or otherwise connected to 
management by personal ties or family rela- 
tions. 

The Labour Union Law gives unions a 
wide range of responsibilities. Chief among 
them are collective bargaining; presenting 
workers’ grievances; promoting improve- 
ments in working conditions and welfare pro- 
visions, both through contacts with manage- 
ment and by helping to draft labour legisla- 
tion; providing credit-union services; and or- 
ganising workers’ leisure activities. Of these, 
unions in practice are most active in the latter 
two. 

Top union officials point to rapidly rising wage levels as a 
major achievement of the union. But in fact, wages are set 
unilaterally by management in consideration of prevailing, 
competitive rates. The unions generally do not participate in 
any bargaining over wages. 

One indication of the passive role played by Taiwan's 
unions came during the past year-and-a-half. Four coal-mine 
disasters took the lives of 277 miners and exposed blatant, 
long-standing violations of basic safety regulations. “With a 
strong union, there is no way you could have had such bad 
conditions in those mines,” said Chang Hsiao-chun, a labour 
specialist at National Taiwan University. In 1983, before the 
series of disasters, Taiwan had a fatality rate in its coal mines 
of 1.24 per thousand, compared to 0.55 in the US and 0.38 in 
Britain. 

After the disasters, the government launched an island- 
wide inspection of mines. A Department of Mines official 
told the REVIEW the government tried to enlist the mine 
workers’ union in the process, but received no response. 

In August 1984, Taiwan passed the Labour Standar 
Law (LSL) after more than 10 years of discussion by severi 
government agencies, industry representatives and academic 
labour experts. The CFL was conspicuous by its absence 
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throughout, even though the unions’ right to participate in 
drafting such legislation is specifically stipulated in the 
Labour Union Law. The new law gives more than 3 million 
workers improved pension and severance benefits as well as 
restrictions on night-time and overtime work for female 
workers. 

Despite its long gestation period, the LSL has aroused 
major controversy since its passage. Industry representa- 
tives, who largely opposed the bill before its passage, have 
successfully weakened major provisions by arguing that it 
was a major factor in the economic downturn Taiwan has suf- 
fered in 1985. Department of Interior officials have been the 
LSL's main defenders, but the national labour union has not 
taken a position. 

In Hongkong, the divisiveness of the trades-union move- 
ment is the result partly of historical developments in China. 
The present split between leftwing and nghtwing unions goes 
as far back as 1927, to the ruling KMT's purge of communist- 
leaning members and its suppression of the communists. 

Today, Hongkong’s trades unions are split three ways, 
politically: pro-China, pro-Taiwan and independent or mod- 
erate. The pro-China, leftwing Hongkong Federation of 
Trade Unions (FTU) is the strongest, with 73 affiliated 
unions and à declared worker membership of 166,461 at end- 
1984, the latest year for which figures were available. This 
compares with the rightwing, pro-Taiwan Hongkong and 
Kowloon Trades Union Council (TUC), which has 71 unions 
representing 34,564 workers. 


friendly with the FTU or TUC — are generally smaller 

in size than FTU affiliates and comprise mainly civil ser- 
vants and workers from other service industries. In 1984, 
they numbered 240, with 155,768 members. 

Over the years, Hongkong's traditional trades unions 
have been steadily losing members. The reasons are man- 
ifold. The government's rather effective and sympathetic 
Labour Department has in part co-opted the role of trades 
unions in settling labour disputes and ensuring safety in 
workplaces. In recent years, the majority of labour disputes 
has been brought to the department for settlement. Of the 
150 cases of trade disputes and claims recorded in 1984, 59 
were settled through the department, 74 were referred to the 
Legal Aid Department, eight were settled by the Labour Tri- 
bunal and only six by direct negotiations between the work- 
ers and their employers. 

Labour specialist Ng Sek Hong, a Hongkong University 
lecturer, said recent — — reforms have in- 
creased workers’ dependence on the government. “Earlier 
distrust in trade unionism and preference for legislative pro- 
tection over voluntary, negotiated arrangements are rein- 
forced among the bulk of the collectively quiescent labour 
force now that the administration appears more ready than 
before to play the role of their ‘protector’,” he said. How- 
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Lau: strikes not the answer. 


ever, union and pressure-group leaders argue that withou⸗ 
their persistent demand for reforms, the government woulc 
not have been so amenable. | | | 

Relatively strong economic growth, averaging about 6% a 
vear in the 1980-85 period, and nearly full employment at the 
same time, have helped workers’ mobility in boom indus- 
tries. However, real wages remained below 1982 levels until 
June 1985. 

Compared to most other countries in the Asia-Pacific re- 
gion, Hongkong has a low strike record. In the decade ta 
[984, the number of work days lost due to industrial disputes 
reached a peak in 1979 of 39,743, falling off sharply to slightly 
more than 3,000 in 1984, government statistics show. Unlike 
the trend in industrialised counitfiel for an increase in the in- 
cidence of strikes and for most of these to be over pay, strikes 
and lockouts in Hongkong are generally over dismissals and 
poor working conditions. 

In Hongkong's authority-conscious, Confucian society, 
confrontation with management is often regarded as a last re- 
sort. Lau Chin-shek, director of the Christian Industrial 
Committee (CIC), an independent labour pressure group, 
told the REVIEW: *Workers have found that strikes are not 
the answer — they get fired." Hongkong law does not give 
workers an unequivocal right to strike and employers have a 
right to dismiss a striking worker fof*breach of contract. Be- 
sides, Lau said, most factories in Hóngkong are small, fami- 
ly-run enterprises which operate orrnarrow profit margins. 

Workers, already suspicious of the political motivatior. 
of the major trade unions, have become further disenchanted 
by the unions' inability to improve their employment condi- 
tions and are critical of the leaderships’ isolation from the 
grassroots. 

The FTU, for example, often loses track of its members as 
soon as they change work addresses. Cheng Yiu-tong, an 
FTU vice-chairman, told the REVIEW that “natural attrition” 
accounts for about 5% of the union's annual loss in members. 
He defines this as losses due to changes of address, factory 
closures and death. Deaths 
alone accounted for the loss of 
1,400 members in 1984. 

To arrest this shrinkage, the 
FTU launched a membership 
drive a year ago, organised law- 
reform study groups and re- 
vamped its member-registration 
system. These moves were in 
addition to its regular China 
tours, study groups focusing on 
such popular subjects as foreign- 
language training and photo- 
graphy, and leisure programmes 
for workers. The TUC also ha: 
been losing members to death 
and has not been too successful 
in recruiting younger workers, 
though its aging but loyal core is well able to articulate its 
political interests. 

The rise of the independent unions in the past few years, 
mainly in the civil service, has also eroded the strength of 
Hongkong's traditional, politically oriented unions. How- 
ever, the lack of unity among these moderate unions has re- 
duced their appeal. 

The unions' inability to agree on what role they should 
play before and after 1997, when Peking regains sovereignty 
over Hongkong, may in part explain why organised labour 
is not a powerful force here, said Ng. (The government 
estimates that only about 14% of the labour force is union- 
ised.) The dice are already weighted in favour of pro-China 
unions. Two-thirds of the members of the Joint Conference 
of Labour Groups on the Basic Law are from leftwing or 
leftist-oriented unions. The rightwing groups have boy- 
cotted the conference. The conference was formed to 
collate, discuss and reflect the labour sector's opinions on 
Hongkong's Basic Law, a mini-constitution for the territory 
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when it becomes a special administrative region of China. 

The conference's credibility has been further marred by 
the withdrawal of a number of independent unions in protest 
against leftwing domination. The leftwing groups have been 
criticised for their intolerance of opinions differing from 
theirs in conference deliberations on the Basic Law. The 
withdrawing independents are now proposing to form a sepa- 
rate conference. 

Groups sympathetic to China also dominate both the 
Basic Law Consultative Committee, which is similar in pur- 
pose to the conference but comprises a broader cross-section 
of the community, and the Basic Law Drafting Committee, 
the body charged with drawing up the Basic Law. However, 
in Hongkong's new Legislative Council, or Legco, labour is 
represented by two unionists — one each from the pro-China 
and pro-Taiwan camps. This is something of a victory for 
labour which, until the elections to Legco in September 1985, 
had no voice of its own in the territory's law-making advisory 
body — though even now, the unions' influence is limited. 

Union leaders say they will fight for basic workers' rights 
being included in the Basic Law — among them, the right to 
strike, collective bargaining, job security and retirement 
benefits. But most unions, regardless of their political col- 
our, want stability and the existing lifestyle to be maintained 
in Hongkong during the transition period to 1997 and 
beyond; they are reluctant to push too hard for fear of rock- 
ing the boat. 

The leftwing unions' emphasis on stability has sometimes 
cost them members. Some workers, in desperation, have re- 
jected the political unions in favour of neutral ones. Lau, 
who has been branded a militant troublemaker by many left- 
wing groups, has found himself in direct conflict with them on 
the shop floor, where he has, at times, been successful in or- 
ganising independent unions. 

When China regains sovereignty, will not Peking want its 
own brand of trade unionism in Hongkong? Cheng of the 
FTU does not think so. He sees no possibility of a merger be- 


Not by wages alone ... 


j dw Singapore Government has ef- 
fective control of the local trades- 





are organised along general lines — of 


HONGKONG: WORKING DAYS 
LOST IN INDUSTRIAL DISPUTES 


Source: Labour Department. 


RE VIEWDIAGRAM by Andy Tang 
tween Hongkong and mainland trade unions as long as two 
ideologically opposed economic systems are maintained 
he sharp difference in managements would itself be enougl 
to justify different union approaches, Cheng says. But he 
does not rule out cooperation. In any case, the FTU is big on 
educational, cultural and social activities, not unlike the 
orientation of its mainland counterpart. 

Pang Chun-hoi, a Legco member and leader of the TUC, 
expects pro- Taiwan unions to continue to play an active role 
after 1997, And Lau of the CIC sees independent unions as 
playing an increasingly important role in promoting workers' 
rights. 





Jeyaretnam, to t them in 
court. The NTUC lambasted them for 
attempting to bring opposition politics 
into the labour movement. 

The NTUC was formed in the mid- 


unions movement, having overcome all 
signs of opposition to its policies 
years ago. To keep workers relatively 
satisfied, the government has, in recent 
years, | ted to e oy- 
ment — and rr tio iur 
and initiated wage increases. As a re- 
sult, unions find they have little, if any, 
role to play in hel to better their 
members' livelihood. fall in their 
usefulness is reflected in the decline of 
organised labour to only 16?5 of the 
mater now, from around 25% in 
Singapore has 86 ee trades 
unions, most of which are ted to 
the only existing federation of unions, 
the National Trades Union C 
(NTUC), controlled by the ruling Peo- 
ple's Action Party (PAP). The ce 


workforce. A handful of 1 
unions (with 997 members , 
also to the NTUC. W 


While ere are 39 house, or com- 


unions with a membership of 
El 9S0. most of the reat 2d tus Grieta 


these, some are organised along profes- 
sional lines while others are based on 
industrial sectors. 

Union membership reached its peak 
in 1979 at 250,000, or about 25% of the 
workforce (or 35% of the organisable 
workforce). At that time, the NTUC 
had planned to rope in 50%-60% of the 

ble workforce by the late 

1980s. However, union membership 
to decline early in the decade. By 

1982, there were only 210,000 in the 
movement and the figure has been 
f since, The reason is that with 
the National Wages Council (NWC) — 
set up in the early 1970s and com- 


prisi ntatives of employers, 
aue. the government — setting 


wage guidelines every year, the in- 
centive for joining unions has de- 
creased. The NWC wage increases ap- 
plied to union and non-union workers 
alike. 

The NTUC's grip has made the birth 
of new unions difficult. An example of 
its domineering attitude was seen last 
year when several workers of a local 
shipyard, who were being retrenched, 


approached opposition MP, J. B. 


1960s by the PAP to control unions, 
keeping them from leftist and non- 
PAP hands. Since then, there has been 
"a symbiotic relationship" between the 
NTUC and the PAP, which has ruled 
Singapore since 1959, Concern over de- ~ 
clining membership has been voiced for 
y union leaders and recently by 


NTUC T 
secretary-general Ong Memes. 


deputy prime minister. The first secret- 
ary-general of the NTUC was C. V. 
Devan Nair, who became president of 
the country in 1981. The same year, 
Lim Chee Onn, who had succeeded 
Nair at the NTUC, was made a minister 
without portfolio. | 


U nions are governed by the Trade 


Unions Act and have a t to or- 
ganise, but in practice this right is con- 
trolled by the NTUC s 
Registrar of C | and the 
Labour Ministry also supervise 
the f peice ES 
ment of union funds. The3% of unions 


which are not under the NTUC are not 
affiliated with any opposition party, 
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ASEAN 


In the shadow 
of poverty and 
military control 


A from Singapore, the economies of Asean mem- 





bers are largely based on agriculture, though the 

extent of agribusiness development varies from coun- 
try to country, with Malaysia perhaps having the best-plan- 
ned plantation economy. In addition, Malaysia has an ex- 
panding urban-industrial base which has helped to change 
the character of its trades unionism. 

At the other end of the spectrum, the Philippines is, in ef- 
fect, "underdeveloping," with the economy in a shambles 
and living standards at their lowest in years. With more than 
half the working population unemployed or under-employ- 
ed, and others living in fear of retrenchment, the Philippines, 
touted by some in the 1960s as the economic miracle of Asia 

ily after Japan, is today widely considered as Southeast 
sia's basket case. 

Trades unions in a number of the Asean countries are 
hampered in their growth by the military. In particular, In- 
donesian unions, already under government control, are 
under further pressure to restructure to make government 
supervision even easier. 

Malaysia's unions have lost much of the sting they 
once had in the struggle against Japanese occupation forces 
and British colonial rule. The Malavan General Labour 
Union, formed in 1934 and subsequently banned in 1948, 
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was one of the earliest trades unions in the country — it 
organised widespread strikes in rubber plantations and tin 
mines, much to the dismay of the British authorities. At 
this time, union membership was predominantly Chinese, 
many of whom were influenced by political developments in 
China. 

Today, leadership and membership patterns, as well as 
orientation, have changed to reflect an industrialising society 
and an independent, Malay-dominated government. In 
1984, 39% of the country's 386 unions were from the private 
sector; government workers made up 35%; quasi-govern- 
ment authorities another 20%, and employers’ unions 
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but are small unions in small firms and 
factories. 

The NTUC philosophy has been 
that unions and employers should not 
have a confrontationist attitude; indus- 
trial , 50 vital to attra * 
——— uld he an 
e DI. ent die tae iT! 
the three-day strike by about 100 work- 
ers of a small American firm in early 

. Under NWC  Á annnual 
nes, unions and uq ts 
negotiate to settle wage clai 
system has worked well in time of eco- 
nomic growth, but with the economy 
heading for negative growth for a sec- 
ond successive year, workers are un- 
likely to be happy with wage settle- 
ments. In fact, most NTUC unions 
have announced they will forgo wage 
rises this year. — 

The NWC is toying with the idea 
of not setting guidelines for pa 
rises this 5.5 seiner making ad. 

recommendations which will 











which house unions are supposed to in- 
culcate, is absent in Singapore, where 
job-hopping is common. 

In general, local unions have little 
contact with international labour 
unions or labour-oriented organisa- 
tions. Singapore dropped out of the 
democratic-socialist parties’ group, 
Socialist International, in the late 197 
over differences on workers’ freedoms, 
human rights, government control over 
unions and the lack of sufficient clout in 
local — for strikes and wage bar- 
pane aA Ithough it maintains mem- 

hip in the International Labour Or- 

anisation and some other world 

bour bodies, these ties are formal and 
lack substance. 

Existing labour legislation is com- 
prehensive and effectively im- 
plemented. Compensation for injury 
and disease is covered under the Work- 
men's Compensation Act. The employ- 
| dies er is required to take out insurance to 
j — po —— liabilities. The maximum 


visory $5 p.e 
take into account the amd of  |Construction in cem; littie NECEM. non Y able for death is 
different pre ron is new to * 000 00 (USS ), or about four to 
labour and ent, ds ofwhich Japan. But the experiment failed be- ears of a worker's average earn- 
have long dep on the NWC fora cause there are few enterprises which or permanent injuries, the maxi- 
lead. employ a large number of workers to — compensation is S$60,000. Em- 
The ——— with house unions e house unions sizeable and viable.  ployers are eyed to pa y compensation 
was begun in the early 1980s, as Singa- Still, the government has been pushing regardless of the ‘culpability of the 
pore started — tolearnfrom ahead where it can. Company loyalty, worker. 
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6%. Of these, the services industries boast the largest mem- 
bership, at 190,000; agriculture, —— and fishing to- 
gether, 123,000, and manufacturing 93,000. 

Workers’ freedom to organise is restricted by the Trade 
Unions Act 1959, which was extensively amended in 1981. 
Employer/employee relations are further regulated by the 
Industrial Relations Act, 1967. The amended Trade Unions 
Act is a sore point with unionists, as it gives tremendous dis- 
cretionary powers to the Registrar of Trade Unions, who 
may reject applications by new unions, refuse the formation 
of a federation of separate unions or suspend existing unions. 

In addition, the government has used subtle tactics in 
union-busting — such as not allowing registration of nation- 
wide unions and mounting anti-union campaigns via mission- 
ary groups and political parties, said executive secretary of 
the National Union of Plantation Workers (NUPW), A. 
Navamukundan. 

Two national federations serve as umbrella organisations 
for labour unions — the Malaysian Trade Union Congress 
(MTUC), with 100 affiliates representing 282,000 workers, 
mostly from the private sector, and the Congress of Unions 
of Employees in the Public, Administrative and Civil Ser- 
vices (Cuepacs), with 53 affiliates representing 115,000 gov- 
ernment workers. The MTUC is dominated by the NUPW, 
the single largest trade union with 60% of its membership 
being plantation workers. 

Only about 8.7% of the Malaysian workforce — of 5.9 
million — is unionised. Despite their large numbers, free- 
trade zone (FTZ) workers are not allowed to join unions. To 
attract foreign capital during the boom years of the early 








1970s, the government had guaranteed investors in the FTZ 
that they would be free of union disturbances. 

More recently, the government has encouraged the fo 
mation of more in-house unions, sponsored by employer: 
Unionists see these as welfare and social clubs to foster ami 
able employer/worker relations — but which do nc 
safeguard the interests of employees. 

A geographical constraint to the union movement is thz 
peninsula-based unions are not allowed to include membet 
from the East Malaysian states of Sabah and Sarawak an 
vice-versa. 


union scene. Insulted by the government's nominal in 
creases of M$15-35 (US$6.2-14.4) a month for lower-pai: 
categories, Cuepacs staged a series of rallies and pickets 
Five months and one nationwide picket later, the govern 
ment finally agreed to meet union leaders to discuss pay revi 
sions to be made effective at some later date. Cuepacs the: 
called off its threatened strike for January this year. 
Generally, conciliation rather than confrontation remain 
the Malaysian style of settling disputes. Most strikes last fror 
one to three days. In 1982, only two lasted more than 15 day: 
in 1983, only one. 
The process of resolving individual disputes is fairly clea 
cut, said a union leader. Complaints of unfair labour F 
0; 


; n 1985, Cuepacs’ demands for a pay rise dominated th 


tices are filed with the Ministry of Labour which then assi 
an officer to bring the parties to the conciliation table. M 
disputes end either at this stage, or sometimes, even earlie 
when the two parties reach agreement without official chan 





No early end to confrontation 


T:s current whiff of renewed con- 
fidence in the economy of the 
——— following three years of 

ting recession, is not likely to 
blow out quickly the simmering restive- 
ness of the country’s labour sector. 
Deep-seated economic difficulties will 
continue to curtail the ability of busi- 
ness entities to meet their obligations to 
workers. 

Workers’ incomes have been eroded 
dramatically by recent, abnormally 
high rates of inflation — 50.3% in 1984 
and 23.1% in 1985. Employers, on the 
other hand, have been ing under 
poor sales owing to depressed demand. 
In many cases, factories had to either 
retrench or close shop. Real invest- 
ment fell 14.8?5 and — ey og 
tivity contracted by nearly 8% in 1985, 

These factors pushed the incidence 
of strikes to record levels of 366 in 1985, 
against 282 in 1984, Walk-outs in 1985 
involved 109,000 workers and resulted 
in losses of 2.44 million man-days (both 
significantly above the 1984 levels, re- 
spectively, of 65,000 workers affected 
and 1.81 million man-days lost). 

The enmity between labour and 
management groups du the 
three years — the lower Ares 
in their relations since the enactment in 
1952 of the Industrial Peace eh 


mid-1985, labour militancy so c 


buted to serious ns in indus- 
trial activity that the government of 
then president Ferdinand Marcos seri- 
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ously considered declaring a state of 
emergency. Vigorous opposition to the 
move averted its implementation, how- 
ever. 

The newly installed government of 
President Corazon Aquino is faced 
with an estimated 3 million un- 
employed and another 8 million under- 
employed, out of a national labour 
force of 20 million. Aquino has iden- 
tified this enormous problem as among 
those that will receive priority action. 

—— labour militancy in the 
Philippines is clear from the sharp rise 
in the number of new labour organisa- 
tions that were registered, as required 
by law, with the Ministry of Labour and 

ployment in 1985. As of end-Oc- 
tober, 150 such organisations have 
been — — to the annual 
ave ups. 

There are Mw — 1,960 labour 
o tions in the try, 

o AI. in 1977 (whol fat tauke an 
trimmed from the previous of 
7,015 following the —— the 
registration of more than 5,600 

for various reasons). These ur 
unions are affiliated with any one of the 
seven trades-union centres existing, the 
biggest of which is the Trade Unions 
Congress of the Philippines (TUCP). 

Total membership in these unions 
runs to — than 4.78 million, includ- 
ing 2.67 million under the national 
farmers’ organisation. Trade union 
centres estimate that there are some 6-7 
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nels. Failing this, employer and employee meet in the Indus- 
trial Court. 

Malay union membership jumped dramatically from 
38.2% in 1978 to 53.1% in 1983; Chinese membershi drop- 
ped markedly from 27.2% to 18.7% and Indian membership 
from 33.3% to 27.5% over the same period — probably the 
result of government-dictated employment policies favour- 
ing —— (indigenous people, mostly Malays) under 
the New Economic Policy. 

Women continue to figure marginally in union leadership. 
At the close of 1983, only 33 out of 819 key union officials 
were women, whereas women members comprised 27.4% of 
the total union force. According to T. Pathma, head of the 
MTUC's women's wing, because of the "trouble-maker" 
image associated with unions, husbands and other family 
members do not like their womenfolk to be active in unions. 
Generally, union men feel threatened by women who hold 
policymaking positions. And because of domestic pressures, 
turnover among female office-bearers is very high. Most re 
linquish, or are voted out of office after three or four vears. 
Yet, unions are important to women because they are par- 
ticularly vulnerable, said Pathma. “Women are the first to be 
laid off in hard times because we don't fight back." 

Prominent issues besetting unions include: 

» Lack of termination benefits in cases of transfer of owner- 
ship. Such benefits would give workers the choice of continu- 
"3g with the new employer or quitting without loss of income. 
-~ Illegal immigrants, whose presence has held down 
wages, especially in the construction industry and on 
estates. 





» Questions of the quality of life, especially on estates, and 
industrial safeguards. 

Leadership struggle is a major weakness in the union 
movement and has contributed to disunity. Moreover, in 
contrast to the situation in British colonial days, when major 
labour unions were engaged in the struggle for indepen- 
dence, unions today have virtually no political attachments. 


early 1970s, is relatively young and has a long way to go 

before reaching the strength and cohesiveness of its 
Western counterparts. Of the estimated 4.5 million-strong 
non-agricultural workforce that is eligible for trade-union 
membership, fewer than 300,000 — or 6.6% — are or- 
ganised. And they have been plagued with disunity, factional 
rivalry and other problems. 

Labour disunity is further aggravated by Thai labour 
legislation. Provisions of the Labour Relations Act (1975), 
permitting a minimum of 10 employees to form a union, have 
led to a proliferation of unions: 433 as of October 1985. 

Unions are generally organised at enterprise level. Vary- 
ing conditions at each establishment and other constraints 
combine to make the formation of a nationwide union by in- 
dustrial sector virtually impossible. Of the total, 93 unions 
belong to the state-enterprise sector, covering about 80% of 
the 70-odd state-run corporations. Many of these enterprises 
have more than one union under the same roof — with the 
Bangkok Mass Transit Authority (the capital's bus company) 
at one stage having as many as 18 unions. 

Owing to the higher level of education among state- 


T hailand's trades union movement, dating only from the 
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Victorious Cory Aquino: unemploymen 
a priority. 


Court, which until now has failed to 
render a decision, 

The TUCP is the recognised na- 
tional labour centre where federations 
or national unions may voluntarily set- 
tle disputes. The TUCP acts as a super- 
visory body that pues guidance and 
sets policies for labour unions, accord- 
ing to its president Democrito Men- 


However, disunity has continued to 
plague the labour ranks and splinter 
groups to subscribe to the 

ICP set-up have been formed. Cri- 
tics charge that the TUCP is essentially 
beholden to the government, to which 
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it owes its existence in the first place. 
Mendoza has repeatedly denied this. In 
the last presidential election, TUCP as 
a group actively campaigned for par- 
ticipation in the polls and even sent 
some 7,000 volunteers to the election- 
watchdog National Citizens’ Move- 
ment for Free Elections. TUCP offi- 
cials themselves were split on their 
choice of presidential candidates in the 
7 February polls. 

One national group that has figured 
prominently in recent labour militancy 
is the three-year old Kilusang Mayo 
Uno (KMU, or May First Movement). 
Along with the more immediate econo- 
mic concerns, the Left-leaning KMU 
trains its sights on the “fundamental 
need to restructure the economic and 
political system as it affects the work- 
ers' conditions." 

KMU national chairman Rolando 
Olalia stresses that his organisation 
"believes that economic stability can 
only be achieved when there is political 
stability. The solution to the economic 
crisis in the Philippines," he insists, '*is 
not a change in leadership but a cimage 
in the ake system.” (Although the 
600,000-strong KMU opted for a 
boycott of the last election, Olalia has, 
nonetheless, declared his group’s sup- 
port for the new Aquino government.) 

The new labour minister in the 
Aquino cabinet, human-rights lawyer 
Augusto Sanchez, expects the labour 
situation to worsen further before turn- 

around. In the week after his ap- 
tment on 8 March, the number of 
strikes in progress increased by seven 


to a total of 45, though two conflicts in- 
volving some 11,000 workers were also 
resolved in the same period. 

Sanchez plans to set up a consulta- 
tive body composed of all labour sec- 
tors, including leftist groups. to help 
him in his new job. Already being con- 
sidered for a thorough review is the 
Labour Code, which was enacted dur- 
ing the martial-law years (1972-81) 
under Marcos. 

The Labour Code guarantees rights 
of labour groups to, among others, bar- 
gain collectively with their employers, 
own properties, and provide for wel- 
fare programmes for their own mem- 
bers. Of the 845 new collective-bar- 

aining agreements forged between 
abour unions and employers in the first 
10 months of 1985, more than half pro- 
vided for wage increases. 

Collective bargaining in the context 
of Philippine industrial relations has 
been basically confrontational in na- 
ture, and does not gel with the Filipino 
character which usually shuns direct 
engagement. Where bargaining has 
failed, current laws provide for com- 
pulsory arbitration by the labour minis- 
try. 

" Among investors, there is a growi 
feeling that wage-determination coul 
be best left to collective-bargaining 
procedures. The government's wage 
orders, establishing floor rates for 
wages to agricultural and industrial 
workers, have been widely violated 
over the years as businesses were con- 


costs 


ax. 






tinually hemmed in by rising operating. 





enterprise employees and 
Strong bargaining power 
arising from monopolistic 
control in vital public 
utilities, the state-enter- 
prise unions as a group are 
far better organised — and 
thus more influential — 
than their 340 private-sec- 
tor counterparts. And de- 
spite their small number, 
the state-enterprise unions 
account for more than half 
of the total organised 
workforce. 

The private unions, 
meanwhile, are scattered = TN 
around a wide variety of E f V. 
manufacturing and ser- | 
vices enterprises mainly in 
and around Bangkok. The 
labour-intensive — textiles 
industry tops the list in this group. In all, about 300 unions are 
considered active; the remainder are small, poorly organised 
groups. 

Most state-enterprise unions and the stronger private 
ones are affiliated with two main national centres — the 
Labour Congress of Thailand (LCT) and Thai Trade Union 
Congress (TTUC). There are divergent claims of support; 
but according to independent estimates, the LCT which was 
the first such centre and once the strongest, has dropped to 
second place with 40 unions (fewer than 70,000 members) 
under its umbrella, while TTUC now comprises 72 unions 
with more than 100,000 members. Two other centres, the 
National Congress of Thai Labour (NCTL) and the National 
Free Labour Union Congress, are estimated to cover 80 
small unions with a combined membership of no more than 
25,000. 

Aside from the individualistic style of various union lead- 
ers, who tend to oppose rather than complement each other. 
the overall movement's unity has been undermined by out- 
side manipulation, both domestic and overseas. 

According to Paisal Thawatchainant, a respected, veteran 
unionist who founded the LCT in 1978 but left to form the 
TTUC in 1982, several foreign organisations actively en- 
gaged in "technical and educational assistance" have contri- 
buted to the disunity. Among the handful of foreign agencies 
operating here, those with permanent representation include 
the US-based Asian-American Free Labour Institute, West 
Germany's Friedrich Ebert Stiftung and the International 
Confederation of Free Trade Unions (a European agency). 

"Experience has proven that these agencies are not sin- 
cere in helping us. They 
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tend to sow the seeds of 
rivalry [by simultaneously 
assisting various local 
groups to compete against 
each other]. Having a dis- 
united labour movement 
may correspond with the 





policy of multinational 
corporations from their 
home bases. . ." said Pai- 
sal. 


Three days after Paisal 
founded the LCT in 1978, 
the World Congress of 
Labour (another Euro- 

an organisation) al- 
egedly funded the estab- 
lishment of NCTL as a 
rival centre. The Bangkok 
representative of one 
foreign organisation con- 








Chaotic commuting in Bangkok: the rail link. 





Making clove cigarettes in Jakarta: homogenised unions. 





ceded that foreign assist- 
ance — mostly in the form 
of technical seminars here 
(for union members) and 
overseas study trips (for 
selected union leaders) — 
has contributed to the divi- 
siveness. But he contend- 
ed that the foreign-funded 
educational courses have 
helped improve organisa- 
tional skills and reduced 
the incidence of wildcat 
strikes. 

The military also plays 
a significant role in man- 
ipulating unions. Paisal 
claimed that he walked 
away from the LCT in 
1982 after a rival faction — 
led by Ahmad Khamthes- 
thong and Sawas Lukdod, 
both top executives of the State Railways of Thailand (SRT) 
Workers Union — resorted to “dirty tactics” to gain control 
of the centre. This claim is supported by independent 
sources, It was generally understood the Ahmad-Sawas team 
was supported by elements in the army-controlled — 
Security Operation Command. In addition, some foreig 
funding meant for educational purposes was alleged to have 
been diverted into forging dummy votes for the LCT take- 
over. Ahmad subsequently became LCT president. 





failed attempts to amend the constitution in early 1983 

(REVIEW, 31 Mar. '83). In April that year, Ahmad, 
sawas and two labour allies were appointed to the senate in 
another move that suggested backing from military quarters. 
The two, plus seven other lesser-known labour figures, have 
been arrested in connection with the abortive coup of 9 Sep- 
tember and now face trial. 

One month before the coup attempt, Ahmad's military 
ties appeared to have already been severed: he was dismissed 
by the SRT for leading a series of illegal strikes to demand 
substantial back pay owed to workers. Many analysts con- 
cluded he was “dumped” by the military. During the three 
years he was in power, his support in the LCT had faded as a 
growing number of unions became disenchanted by his in- 
volvement in politics. 

At its peak, before Paisal's departure, the LCT commanded 
| 74 unions. This number fell to only 40, with an estimated 50- 
70,000 members, at its latest annual convention in Novembe@ 
1985. Meanwhile, the TTUC grew from 15 to 72 unions ove 
the same period (with a 
claimed membership of 
120,000 today). An ex- 
perienced and cautious 
unionist, Paisal has kept 
the TTUC clear of direct 
military or political affilia- 
tion. In the recent past, it 
has mobilised mainly on 
crucial economic issues — 
the latest example was a 
demonstration last Octo- 
ber by textiles workers to 
protest the controversial 
US Jenkins Bill. 

State-enterprise unions 
are forbidden by law to 
strike. However, illegal 
work stoppages have be- 
come à common occur- 
rence at some corpora- 
tions — notably the SRT 


^ hmad has spoken out openly in support of the army's 
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Tomorrow’s factory 
technology is 
available today. 
From AEG. 


If your company hopes to be able 
to compete successfully in tomor- 
row's marketplaces, you must 


| 4 seek out the technologies which 
. today. 


will make you competitive.. 


AEG is delivering those technolo- 
gies now. They ensure maximum 
production flexibility, minimum 
downtime, uniform high quality 
and increased productivity with 
reduced capital intensiveness. 


Integrated automation systems, 
available from AEG today, repre- 
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sent the answers to tomorrow's 
problems. Process control techno- 
logy developed by AEG not only 
guides the production process, 
but optimizes logistics and organi- 
zational procedures. Our techno- 
logy, which is the leading edge in 
the market, groups various system 
functions into independent "auto- 
mated islands", a technique which 
provides greater flexibility and 
functional efficiency. These "intel- 
ligent" islands are linked with each 
other via a powerful open commu- 
nications network. This network 
allows all changes within the 
production process to be precisely 
controlled and monitored. 


AEG automation systems can be 
found in today's automobile 
industry as well as paper and 
steel mills. 


Advanced automation know-how 
is being translated into profitable 
can-do every day by companies 
which are planning for tomorrow 
with the help of AEG technologies. 


You can find AEG in 111 countries worldwide. 


SCOPE/WAK3191E 
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Advanced technology from AEG: 
This means electrical and elec- 
tronic equipment, systems and 





installations for communication 
and information, for defence and 
transport, for the office and the 
home. 


Behn, Meyer & Co. (Pte) Ltd. 
100, Pasir Panjang Road 
Singapore 0511 

Tel.: 4736633 

Telex: rs 21390 
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We were going to tell you what a banner 
year we had at Chase Investment Bank. but 
somebody else beat us to the punch. 

Institutional Investor named our deals 
three of "the most noteworthy of the year.’ 

ror example, the Woodside Deal, the 
argest project loan of 1985. In Institutional 
investor, Woodsides officer said, "on a loan 





this big and prominent, there arent that 
many banks with which we'd feel comfort- 
able, but Chase is one of them.” 

The Norsk Hydro deal, which we co-led 
with Merrill Lynch, the first pure Euro- 
commercial paper offering. In Institutional 

nvestor the Norsk Hydro deputy director of 
finance called it “a bold move ... [that] estab- 


Pes 


lished a market that seems here to stay.” 
And in another first, the China Inter- 
national Trust and Investment Corp deal, 
Chase led the first Hong Kong dollar bon 
for the People’s Republic of China. 
According to Institutional Investor, no 
other investment bank had more note- 
worthy accomplishments last year than 





Chase. In fact, after reading their account, 

you might conclude Chase Investment 

Bank is getting to be a pretty big deal itsel! 
But we didnt say it. They did. 


(=. CHASE 
~~ 

















Celebrate 
The Difference. 


It's the first thing you'll 


notice about the Hotel Sari 
Pacific. The natural spirit of 
friendly Indonesian 
hospitality. Warm and 
captivating. 

And, quietly in the 
background, international 
standards underline 
everything we do. For a 
refreshingly different style of 
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atmosphere and value. 


Right in the heart of 


Jakarta’s Central Business 


District. With 500 spacious 
airconditioned rooms, first 
class comforts, luxurious 
restaurants. 

It's where you'll feel at 
home. And it makes a very 
welcome change. 


Hotel Sari Pacific 
The hotel wrth beart QD Soharta 


Jalan M.H. Thamrin 6, P.O. Box 3138 Jakarta 
Tel. : (021) 323707 Telex : 44514 HTLSARI IA 
For reservations and information, please call 


Sydney, Australia 02 264-1122 
Singapore 296-8678 
Hong Kong 5 891-1391 
Tokyo, Japan (03 214-3001 
London, U.K (001) 491-3612 
Los Angeles, USA (800) 603-1515 


British Airways Associate Hote! 
K.L.M. Golden Tulip Worldwide Hotel 
Concordia 


PAN PACIFIC HOTELS 
An Ocean of Hospitality 
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Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind 


Rate: Soft cover US$21.95 or HK$170 (or 
the equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
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work stoppage is the only effective means of achieving 
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and Thailand Tobacco Monopoly (TTM). Unionists claim 


| d — since the normal process of negotia- 

| tion, they say, is controlled by the government and em- 
| ployer — but some of their demands have sparked public 
—] backlash. 

For instance, a demand by the Metropolitan Waterworks 
Authority union in 1983 for a “hard-working allowance" was 
condemned by the local media in light of generally inefficient 
tap-water service. A series of protests by workers at the TTM 
and Communications Authority of Thailand in 1985 to block 
yet-undefined privatisation plans were also criticised. Union 
resistance is now viewed as the biggest potential setback to 
the government's privatisation policy. 

The organisation of workers' associations was first per- 
mitted under a revolutionary council decree in 1972. Under 
this, workers were “protected” once they began the process 
of registering a union. But this protection was eliminated 
under the 1975 Labour Relations Act, which protects work- 
ers only after union registration is completed. Employers’ in- 
timidation of those wanting to found new unions remains 
common. 

Most unionists broadly accept the legislation as providing 
a just framework for putting forward labour demands. (Pri- 
vate-sector unions are permitted to strike.) However, they 
charge that the spirit of the law has often been abused be- 
cause of government support for employers in most disputes 
brought to tripartite committees re- 
sponsible for various roles such as 
mediating a dispute or setting the mini- 
mum wage. 

More than half the existing unions 
are said to have developed a fairly good 
union/management relationship. This, 
coupled with the economic downturn 
over the past two years, explains the 
declining incidence of strikes. 

Unions in Indonesia have been 
press-ganged into a more homogenised 
grouping than ever, giving the govern- 
ment easier control over them. At the 
late November national congress of the 
All-Indonesia Labour Unions’ Federa- 
tion (FBSI), the government threw its 
weight behind a move to consolidate 
the existing 21 craft-based unions into |Zzzg@ 
10 *departments" that would presuma- 
bly be more responsive to state direc- 
tion. Even the name of the federation has been changed to 
the All-Indonesia Union of Workers, or SPSI, to reflect its 

p » new unitary, rather than federated, structure. 
y 
he congress furthers President Suharto's 17-year en- 
I deavour to refurbish Indonesia's once-militant labour 
movement into a conciliatory social and political force 

in the New Order mould. The new SPSI looks forward to a 
membership boom in coming years às it takes its place among 
the key government-directed mass organisations. The con- 
solidation of the crafts unions is seen as only a halfway mea- 
sure, en route to the elimination of sectoral trades unions al- 
together. 

Leaders of the 21 crafts unions are far from happy about 
this move; neither are some of the international labour con- 
ferences which finance various union-development schemes 
in Indonesia. But, disunited as they are, Indonesian unionists 
have been unable to vigorously oppose the government 
moves. The crafts unions are themselves only loose confeder- 
ations of plant-based unions. For most of Indonesia's 2.9 mil- 
lion organised workers, the concept of union loyalty hardly 
extends beyond their own workplace. 

Other worker organisations exist, most notably the Corps 
of Civil Servants, or Korpri, with 4 million bureaucrats, and 
semi-unions such as the workers' groups on state-owned 
plantations. SPSI officials say they hope to bring these into 
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the federation in the next few years, thereby increasing mem- 
bership as much as 10-fold. | 

A jumble of laws from Dutch colonial times, post-colonial 
parliamentary laws and various ministerial writs guarantee | 
Indonesian workers most of the basic rights in collective 
labour practices. They have the right to form unions, initiate 
collective bargaining, go on strike and insist on overtime pay, 
safe working conditions, annual leave and protection from 
job termination. | 

Within these rights, unions have completed more than 
5.400 collective labour agreements (CLAs) with individual 
plants and companies. CLAs are promoted by the govern- - 
ment and in some cases, notably in the plantations sector in - 
Sumatra, regional model CLAs for one sector have been 
written and followed as negotiation guidelines. 3 

At the beginning of Suharto's New order government, - 
unions were banned. They were heavily involved in inter- 
party strife in the 1950s and mobilised by the Indonesian 1^ 
Communist Party, PKI, in turbulent mass actions which led 
to the 1965 failed coup attempt, blamed on the PKI. 


government allowed their revival five years later under the - 
newly formed FBSI. The FBSI was to eliminate the tradi- - 
tional political union ties, linked to the now-banned PKI, and 

implement what the Suharto government called Pancasila In- — 
dustrial Relations, a concept of labour/management har- |- 
mony based on 


Having neutralised the unions in 1968, the New Order | 


the national Pancasila development 





philosophy. The basis of this is a tripartite relationship of 1 
labour, employers and the government, with the latter — re- f 
presented by the Department of Manpower — having the E 
upper hand in disputes. 3 

While de-politicisation of labour was a declared goal, the |_ 
first FBSI executive board included two members of the rul- |. 
ing, military-linked political grouping Golkar and two from 
other political parties. When the organisation closed its first 
congress in 1980, the 33-member board had nine Golkar par- 
liamentarians and only one from another party. Numerous 
other Golkar members and a few from other parties filled out | 
FBSI management ranks. The revamped SPSI leadership is - 
similarly Golkar-dominated. | 

Similarly, the third corner of the tripartite system, man- |. 
agement, is organised into the national Employers Union, a |. 
branch of the national chamber of commerce, Kadin, alsoled |: 
by staunch Golkarites. 

Pancasila Industrial Relations rejects a confrontational - 
attitude between management and labour. Although strikes | 
are legal they must receive the approval of Minister of Man- 

wer Adm. Sudomo, who diaspproves of them. "Sudomo - 
believes in the Japanese Án of management/employee rela- ; 
tions, but he doesn't understand the cultural differences,” — 
one union leader complained. E 

Union leaders say that, in reality, management/worker - 
relationship in Indonesia are as antagonistic as in he- 

" . 
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‘blessing, or the SPSI’s, 
Idcat strikes yearly, most of which 
1npublicised. They take the form of plant walkouts or sit- 
strikes for better treatment and sometimes higher 
ges. More often than not they are a reaction to changes the 
inagement has made, like the sudden dismissal of a fellow 
ker, changes in working hours, wage reductions or de- 
s, or personal maltreatment. Often, too, they come in 
iction to the placement of management-oriented person- 
Lon the plant-union leadership. 
juch strikes rarely last long — three to four days at most 
-and often achieve their aims, with help from negotiators of 
artite team. However, strike leaders can be punished 
bringing about “socially disruptive” action. Last year, for 
ance, 990 workers in a Taiwanese joint venture, PT Unit- 
an Co., staged a three-day sit-in in protest over extended 
and non-payment of overtime. Plant trucks blocked 
xit by car of the plant’sananagers, who claimed they had 
1 seized. The case became widely publicised in the press, 




















~The freedom to organise unions and to secure all other 
workers’ rights that are internationally recognised are upheld 
law and protected by the liberal-oriented governments of 
ie countries. New Zealand law, in particular, specifically 
ires a worker to join a union where there is one that 
overs his occupation. As a result, some 87% of the work- 
rce in the country is unionised — probably the highest pro- 
portion in the non-socialist Asia-Pacific region. 
-As a result of forceful representations made by the unions 
ver the years, workers in these countries have steadily 
ieved vast improvements in their wage levels and employ- 
ient conditions. But confronted with a changing economic 
onment and the growing impingement of new technol- 
which are reflected in changing employment patterns, 
ons are now forced to become more innovative in order to 
bond better to their members' new needs. 
n Australia, convict chain-gangs provided an inauspicious 
'to industrial relations. The country's first trades un- 
ts were probably the Tolpuddle “martyrs” transported 
enal colony of New South Wales after their pioneer- 
ttempts at organisation were crushed in the 1830s. 
'sprung up rapidly, after the end of transportation, 
g free workers in the Australian colonies. By 1890, 
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of the SPSI, 


The unions feel even more powerless amid Indonesia's 
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bers. However, the trend has been for union membership to 
coalesce into a small number of large, industry-based unions. 
The 14 largest unions include 45% of the 3 million unionists. F 
The most powerful industrial union is the Amalgamated] 
Metal Workers Union, while recent years have seen the rela- 
tive decline of the rural-based giant, the Australian Workers 
Union. However, all blue-collar uniotis are being rapidly ec- 
lipsed by the growth of white-collar, public-sector unions 
such as the Australian Telecommut s Employees’ As- 
sociation. With about one-third o force in govern- 
ment employ, the sector is also be most unionised. 
The union umbrella organisa tralian Council. 
of Trade Unions (ACTU), was fo 927 by blue-col- 
lar unions. However, it lost its wot accent rapidly 
over the 1960s, chiefly under the d of ACTU presi- 
dent Bob Hawke, now.prime mi federations of 
white-collar unions merged with the 1979-81 and it 
now has 157 affiliated unions with: jnionists. . E. 
ACTU policy has been to encourag mergers along © 
industry lines. This has been comme: ost industrial- 
relations specialists who see it as the’ r demarcation 
disputes — squabbles between unio! whose members 
have the right to particular jobs - re a notorious 
cause of inconvenient and damaging Larger unions 
are also seen as likely to produce a more [ ssional and ra- 
tional leadership likely to stick to agreen 3 
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existing unions through official registration, ad hoc industry | 
or enterprise councils of union leaders have proved success- | 
ful in a number of instances, including the Pilbara iron ore | 
mines and the Mitsubishi car plant in Adelaide. 
Enterprise unions are seen as demeaning and unsuited to 
a highly mobile workforce. Unions also see in them an obvi- 
ous threat to the norm of industry or craft-wide wage awards, 
which set pay and conditions regardle "the financial 
health of particular employers. — 
Despite the egalitarian style of Austr: 
(use of first names both ways between b 
common, even normal), sharing of resp 
markedly with increasing size of the enterp 
and them-and-us attitudes prevail on both sides. EE 
In contrast to the collective bargaining of the US, Austra- 
lian unions and employers have been drawn into quasi-judi- 
cial settlement of disputes since the 1870s. The system of cen- 
tral-wage fixing began soon after the Federal Parliament 
created the Commonwealth Conciliation Arbitration 
Commission in 1904. In 1907, in the celebrate 
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case, the commission set a minimum wage and stated that if a 
particular employer could not afford to pay, he deserved to 
go out of business. Wage-fixing since then has been largely 
centred around union campaigns which move after more or 
less strike activity towards arbitration by the commission. Its 
powers to enforce its judgment have always been uncertain, 
and broke down after an act of union defiance in 1969. 

The severe economic recession of the early 1980s encour- 
aged unions to fall in with the corporatist ideology of the new 
Australian Labor Party (ALP) government under Hawke. 
An "accord" adjusts wages to changes in the consumer price 
index at six-month intervals, after a show of argument before 
the Arbitration Commission. 

This system has been strongly attacked by “neo-conserva- 
tives" including opposition leader John Howard who argue 
that it precludes belt-tightening in the face of currency 
changes and does not allow market forces to effect structural 
change. Australia's most conservatively governed state, 
Queensland, is moving to let workers in small enterprises opt 
out of industry awards and negotiate their own agreements 
directly with employers. 

The accord has been credited with a sharp drop in the 
amount of time lost through strikes. The conservatives claim 
this would have happened in any case, given the severeness 
of the 1982-83 recession. But industrial peace has carried 
through, so far, two years of economic recovery — in previ- 
ous times the environment for a series of leap-frogging wage 
campaigns. 

Australian unions are demonstrably free of government 
controls. Industrial legislation gives them a privileged place 


Pilbara mine: successful councils. ! 


within the law, protecting them from membership encroach- 
ments and granting virtual immunity from "tort" actions by 
parties disadvantaged by industrial action. This immunity 
was breached by a Trade Practices Act introduced by the 
conservative government of then prime minister Malcolm 
Fraser (1975-83), giving parties injured by "secondary 
boycotts" — innocent bystanders to strikes and embargoes 
— the right to sue, though the provision has yet to be tested. 
. The question often asked in Australia, when the ALP is in 
Office, is whether the unions control the government. Trade 
unions affiliated with the ALP send delegates to the ALP 
conference held every two years to set basic party policy and 
can be elected to the standing ALP executive committee. 
Up until. 1966 the parliamentary members of the ALP 
were the tail on the union dog. This changed when a right- 
wing newspaper published a front-page picture of the then 
leader of the parliamentary Labor Party and his deputy wait- 
ing out in a — winter night while the party executive 


— dubbed “36,faceless men" — held their policy meeting in- 
side. The emergence of confident parliamentary leaders such 
as Hawke and Foreign Minister Bill Hayden has made the 
ALP machinery more a sounding board than the source of 
binding policy. 
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The overwhelming majority of union officials belong td) 


the ALP. The influence of the Communist Party of Australia 
was broken when an ALP government sent in poops to break 
a coalminers' strike in 1949 and expelled within the 


ALP it- | 


self by a bitter campaign by rightwing and Roman Catholic | 


activists during the 1950s. ! 


The position of the Australian communists has been - 


weakened by their tendency to mirror every split among the 


communist nations with their own split. Leaders of the con- : 


sistently pro-Soviet group, which became the Socialist Party 
of Australia, have remained at the head of several powerful 


unions including those presenting metal workers, building : 
tradesmen, stevedores and seamen. They have been success- — 
ful at making their members prosperous rather than achiev- 


ing revolution. 


ustralian unions are active in the International Labour 


A 9: and international trade union federa- 
tions, of both the "free world" and "progressive" 


variety. They have taken political positions throughout their 


history, giving important support for causes such as Indone- 
sian independence through boycotts. 

By the late 1970s the unions had won an impressive array 
of privileges for Australian workers. Working hours had 
been trimmed back to 44 hours by the 1930s, to 40 hours by 
1947, and to 38 hours by the mid-1970s. Three weeks' annual 
leave became standard in 1963, but four weeks is now preva- 
lent. Employees gain three months long-service leave after 
15 years employment. In addition, compensation for injuries 
sustained at work is universal while the public sector has led 


the way into benefits such as paid maternity (and paternity) © 


leave, loadings on holiday pay to compensate for lost over- 
time and so on. Flexible working hours are a much used (and 
abused) aspect of civil service work. 

The major emphasis of union campaigns has shifted to 
superannuation, in the light of an ageing population struc- 
ture and severe strains on government welfare spending. 
Most employees are still covered by schemes where employ- 
er contributions are not portable, a system more suited to 
previous "lifetime" employment patterns than present-day 
job-hopping. 4 

From having the female minimum wage set at 54% of the 
male rate in 1907, women have moved towards wage equal- 
ity. Female rates became 75% of the male rate in 1950 and in 
1972 the Arbitration Commission ordered “equal pay for 
equal work.” Earnings by women still average well below 
those of men, however, because of segregation in lower-pay- 
ing work categories and “de-skilling” of certain jobs, follow- 
ing an influx of women, such as teaching. Anti-discrimina- 
tion and equal opportunity laws are forcing more “male” jobs 
open. 

"B the early 1980s, the trade-union movement was deeply 
worried by structural trends in employment caused by new 
technology, shifting international advantage, and factors such 
as heavy marginal tax rates (REVIEW, 3 Oct. '85). Growing 
numbers of Australians were shifting out of employee posi- 
tions into self-employment as contractors or franchisees. 

To the unions this is a nefarious development, enticing 
workers away from the benefits of a century of hard-fought 
industrial campaigns by an often illusory promise of self-ful- 
filment and more money in the hand. It has become perhaps 
the most important battleground for Australian politics. 

New Zealand's unions are in transition. The industrial-re- 
lations system designed in the 1890s is changing under the 
combined weight of the emergence of a new generation of 
union leaders, the shift of work from blue-collar to white-col- 


lar occupations, political pressure and rapid economic 


rp 
e union movement is likely to emerge leaner, mo 
flexible, more innovative and probably more influential, 
unions learn to survive with fewer state props. In the mea 
time there is uncertainty; tension and much juggling for 
tion. 
Along with most other things New Zealand imported its 
tl WW x 
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unionisation from Britain. So, with few exceptions, unions 


are organised along craft lines rather than by industry or 
plant. This has led to demarcations between work done by 
employees, some bitter inter-union disputes and multiple 
union presence in major plants and on major construction 
projects. 

ut there is a crucial difference with Britain. Since 1894 
(after there had been several failures to establish a sound 
union movement in a sparse, fragmented population, the 
government legislated an industrial-relations framework), 
unions have been state-backed. If they choose to register 
under the Industrial Relations Act — and almost all private- 
sector unions do — they are guaranteed the right to organise, 
their employers are required to bargain with them and they 
have exclusive organising rights over their members' occupa- 
tions. Agreements reached through the compulsory concilia- 
tion and (originally compulsory but now voluntary) arbitra- 
tion process are legally binding — and enforced by the state 
— on all employers and workers in the occupation to which 
— 

is award system, under which there is a rate for the job, 

is the basis of the pay structure throughout most of industry 
and the core of the industrial-relations system. Relativities 
among the 383 awards are highly inflexible, having been set 
some decades ago through a series of arbitration-court deci- 
sions. There is flexibility upwards, however: many unions 
have negotiated agreements, some formal and some infor- 
mal, at plant level, establishing margins over the award rate. 

All this has been underpinned by, since 1936, state- 
enforced compulsory 
membership in registered 
unions, mandatorily until 
1962 and — except for a 
brief period of voluntary 
unionism in 1984 — by 
majority union choice 
since then. If there is a re- 
gistered union with cover- 
age of a worker's occupa- 
tion, the worker must join 
the union, with only very 
limited scope for exemp- 
tion, on narrow grounds of 
conscience proved to the 
satisfaction of a tribunal. 

The system reaches 
deeper, into what are call- 
ed disputes of right, over 
conditions of work, worker 
grievances and suchlike. 
Procedures are set out for 
settling the disputes volun- 
tarily or through the arbitration court. For other problematic 
disputes there are state-paid mediators. Occasionally, the 
minister of labour will also intervene in disputes, but as a con- 
ciliator not an arbitrator. 

The beneficial effect of this state-cocooned system has 
been that blatant exploitation of low-skilled workers has 
been rare, though some award rates are below what the cen- 
tral confederation of private-sector unions, the Federation of 
Labour, calls a minimum living wage. There have also been 
some stultifying and harmful effects. 


the coat-tails of trend-setting big unions through the 
established wage relativities. A second result has been 
inadequate and unimaginative union leadership. In return 
for state protection, unions were barred from many of the ac- 
tivities which freer and necessarily more self-reliant unions in 
other countries developed (such as retail cooperatives and 
educational and welfare funds). Their fees were tightly con- 
trolled. Officials were consequently poorly paid and mostly 
of low calibre. 
By contrast, most of the public-sector unions are volun- 


O ne is a multiplicity of small unions, which could ride on 





tary and do not have recourse to the registration, award and 
conciliation and arbitration system (though parallel systems 
now do exist). They have tended to be more innovative and 
to operate a wider range of services for their members, in- 
cluding a retail cooperative and a bank which offers cheap 
loans. Of these, the biggest is the Public Service Association, 
covering almost all workers in the administrative side of gov- 
ernment activity. 

Private-sector unions have 525,000 members and public- 
sector ones, grouped into the Combined State Unions, have 
about 188,000 members, according to latest figures available. 
In total, this represents about 87% of the unionisable work- 
force, up from about 76% in 1973. 

Statistics on changing patterns of work are hazy or old, but 
there is evidence of a movement from blue-collar to white- 
collar work. Some of the strongest unions of the early years, 
such as the printers and carpenters, are less powerful and less 
militant now than unions such as the bank officers, which 
were looked down on as effete and ineffective until recently. 

Changes are occurring in union leadership, too. A new 
generation of bright, often university-educated, leaders is 
emerging, so far mostly at the regional level, but some now 
established at the national level. The new breed, which in- 
cludes a number of women, particularly representing low- 
paid occupations such as clerks and hotel workers, is innova- 
tive and flexible. It seeks to give the unions more initiative in 
dealings with employers and the government, which have in 
the past been marked more by confrontation than by coope- 
ration, underlining the essential distrust which pervades the 
industrial relations system. 

This urge for change is 
partly in recognition that 
the past decade has been 
barren for unions. Faced 
with a series of wage 
pauses, controls and 
freezes which have re- 
duced their power and dis- 
rupted organisation, the 
union. movement, with 
only a few exceptions, has 
been bereft of impressive 
results, until the 1985 
wage round when the 
unions forced six to eight 
points beyond the govern- 
ment's hoped-for 10-13% 
range of settlements. 

It also recognises a 
push at political and de- 
partmental official level 
for substantial change. On 
I8 December, the government published a green paper 
(a discussion paper), effectively putting the whole system 
into the melting pot. Its economic policy is also aimed at 
breaking old wage relativities to facilitate restructuring. It 
wants more amalgamations between unions, more plant and 
industry agreements and less rigidity in awards — and 
perope even their abandonment. The opposition National 

arty wants that and more: a compulsory end to all forms of 
compulsory unionism, voted for or not, which it enforced in 
1984 while in government and says it will do again when next 
in power. 

The changing economy is another factor. Finance Minis- 
ter Roger Douglas is rapidly liberalising, de-subsidising and 
de-protecting the economy, forcing fast change in the use of 
resources, including labour. To be effective in influencing 
government policy — which the unions have conspicuously 
not been in the past year — unions are recognising they must 
develop cogent alternatives. 

One method is amalgamation, of which the most striking 
is that of distribution workers, which has only recently been for- 
malised. The number of amalgamations has ifiereased in re- 


j cent years, but still averages only about four a year. Oo 
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THE SUBCONTINENT 


The choice: a 
meagre wage 
or unemployment | 


U nemployment is one of the biggest problems in the 





Subcontinent: more than half the labour force in India, 

for example, is unemployed or under-employed. 
There is no job security for most workers and wages are ex- 
tremely low. The minimum wage rate in Bangladesh, for in- 
stance, is regarded by some as close to subsistence level. 
Working conditions are poor, with many of the advantages 
taken for granted in developed countries — holidays, medi- 
cal coverage, safety at the workplace — non-existent for the 
majority of workers. 

India, Pakistan, Bangladesh and Sri Lanka often appear 
to be living from crisis to crisis and are largely dependent on 
foreign aid. A corollary to the eco- 
'omic disorder in this region is the 
ügh level of industrial unrest. A 
large pool of unused labour means 
that unions' bargaining power is 
substantially — 

India’s trades-union movement 
began as a adjunct to the anti-Bri- 
tish freedom struggle led by the In- 
dian National Congress (INC), an 
offshoot of which is now the coun- 
try’s ruling party. Although labour 

rotests and strikes were known 
fore World War I (the most fa- 
mous being the 1913 Bombay tex- 
tiles-mill workers’ strike), two 
developments accelerated and in- 
fluenced the growth of the move- 
ment. 

One was the founding of the In- 
ternational Labour Organisation 
(with British-ruled India as a 
member) in 1919. Another was the 
emergence of the early Indian 
communist groups which formed a 
| in 1925. The first national ^E 

oordination body — the All-India "i M 
Trade Union Congress — was found- RS 
ed in 1920 and was led by members bo 
of the INC as well as the com- is. 
munists. But several unions con- 
tinued to function outside its fold. 

The Indian trades-union movement is highly politicised. 
And for that reason, it is splintered, RE all the 
major contradictions in the Indian political scene. The goal 
of *one union, one industry" is as distant as ever. There is 
no national apex body as in, say, Britain; every political 
party engaged in trades-union activity has its own national 
coordination body. Some of the major national affiliations 
(such as unions of bank employees, railwaymen, telecom- 
munications workers and civil servants) function autonom- 
ously. 

This free-for-all is encouraged by the Trade Union Act of 
1926, which guarantees freedom of association. Seven or 
more workers belonging to a craft or trade or a profession, 
not necessarily employed in the same factory or company, 
can form a union and registration is not compulsory. But usu- 
ally, the company or factory is the unit of organisation. Com- 
peting unions are present in most crafts, trades and profes- 
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Welders in Madras: free-for-all. 


sions and in most units. So the labour movement is divided 
both horizontally and vertically. At the international level, 
some national coordination bodies are linked to the Soviet- 
dominated World Federation of Trade Unions (WFTU) and 
some to the International. Confederation of Free Trade 
Unions (ICFTU), which is known for its anti-communist 
orientation. 

The result is a situation in which both managements and 
labour are confronted with the problems of multiple unions. 
Personal ambitions of individual leaders and machination by 
employers have compounded the situation. But several 
trades unions, especially those led by communists, are 
known to build their bases through ideologically committed, 
supporters. 

In the absence of compulsory registration and the need to 
file returns, a precise estimate of the aggregate trades-union 
membership in the country is not available. But broadly, onl 
about 10 million workers out of a labour force of 222.5 mil- 
lion belong to unions. There is little unionisation among farm 
and household workers, who total some 63.2 million. Other 
sectors — for example fishing, quarrying, construction, cot- 
tage industries, petty trades and shops — are unorganised. 
Among the organised industrial sectors, unionisation is un- 
even. 

Factory laws and labour legislation in India date back al- 
most .100 years. Working hours, 
leave and the working environ- 
ment — including safety measures 
— are well-regulated. Social-wel- 
fare benefits include compensa- 
tion for injuries or death, medical 
insurance and maternity benefits. | 
Terms of employment including | 
wages, bonus, gratuity, pension 
an (obey fund are also regu- 
lated. But all this is for the fortu- 
nate few who are coyered by the 
law. It is common to find casual | 
workers receiving only a fraction | 
of the benefits available to those in | 
the same factory who are regularly i 
employed and belong to a union. 


ver time, unions have evolv- | 
O ed from a social movement 
into a business. They have 
expressed little concern for the 
millions who are unemployed or 
under-employed and who live 
below the poverty line. Instead, 
they. have concentrated on im- j 
mediate economic goals. A year- 
long (1982-83) strike in Bombay's 
textiles mills, involving 250,000 | 
workers, ended in defeat for the ( 
workers because the demands | 
| were purely economic and lacked 
broad socio-political support, ( The textiles industry, the old- 
est and most organised, employs 1.2 million people.) | 
Unions' attitude to management is generally hostile. The A 
government, which does not control any union (not even 
those in state-owned industrial units), plays a mediatory role. : 
It is responsible for the prevention — or investigation and 
settlement — of disputes. When disputes cannot be settled 
bilaterally, the government's conciliation machinery stepsin. | ` 
But where the government itself is the employer and public | — 
utilities are involved it is known to have used the most draco- | 
nian measures to settle disputes. For example, the 1974 rail- 
way strike was smashed with the help of the army, paramili- 
tary and police, who detained some 50,000 people for more 
than two weeks. 
In predominantly agricultural Pakistan, trades unions. 
claim almost 1 million members out of an industrial labour 
force of about 2.5 million. The unions' strength has been 
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PIA 747: sorry, no union. 

undermined by restrictions under martial law (promulgated 
in 1977 and lifted at end-December 1985), as well as by fac- 
tional and ideological divisions. 

Pakistan lacks a unified labour movement and union ac- 
tivities were circumscribed by martial-law regulations re- 
straining strikes and even banning unions in certain sectors. 
Unions' power of collective bargaining is also limited and in 
several enterprises officials and employers refuse to- ac- 
knowledge a collective-bargaining agent as provided for 
under the 1969 Industrial Relations Act. 

Government officials claim unions will be able to regain 
their role in industrial relations now that martial law has 
ended. "Restrictions and limitations were only a temporary 

henomenon linked with martial law," said Labour Minister 
uhammad Haneef Tayyab. 

Unions were very powerful during the late 1960s and early 
1970s and played a significant role in national politics. In- 
stead of being organised along trade lines, unions in Pakistan 
are established on the basis of individual enterprises. Com- 
pany unions associate themselves with various federations, 
which in turn are linked, either openly or through ideological 
association, with the country’s major political parties. The 
1969 industrial law recognised workers’ right to organise and 
bargain for improved working conditions. Employers’ rights 
to dismiss employees Were Severely restricted and an indus- 
trial relations commission: was established to adjudicate 
labour disputes. 

While martial law did not change basic labour laws, cer- 
tain over-riding regulations were issued after 1977. Under 
these, unions were banned outright at the country’s flag car- 
rier, Pakistan International Air Lines (PIA), Pakistan Tele- 
vision Corp. and Pakistan Broadcasting Corp. The govern- 
ment also reserved the right to forbid industrial action in es- 
sential industries and services. Strikes and lock-outs were 
banned under martial law, severely limiting the unions’ func- 
tions. The government has occasionally intervened to pre- 
vent workers’ dismissal, though there have been successful 
mass sackings in certain public-sector corporations, includ- 


ing PIA. 
i Organisation convention on the right of workers to or- 
ganise, as well as the 1949 convention on collective bar- 
aining. International pressures certainly are a consideration 
or post-martial law authorities, as several unions have de- 
veloped overseas union connections. 

Unions are strongest in Pakistan’s public-sector enter- 
prises, including that of textiles workers, who appear to be 
the best-organised. But there is more than one union within a 
single company in most cases, contesting a referendum every 
two years to determine the bargaining agent. Rivalry be- 
tween unions is often exploited by managements and has also 
led to the development of politically motivated labour feder- 
ations, eight of which are considered better-organised than 
others and between them claim almost two-thirds of total 
union membership. These include the rightwing All Pakistan 
Federation of Trade Unions and the Pakistan National Fed- 


akistan is a signatory of the 1948 International Labour 





eration of Trade Unions — both affiliated to the ICFTU — 
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the Islamic National Labour Federation, 
which serves as the labour wing of the 
Jamaat-e-Islami, and the leftwing Pakistan 
Federation of Trade Unions, affiliated to 
the WFTU. 

Each of the federations has its own 
sphere of influence and occasionally fac- 
tions arise within the same trades-union 
grouping. There are 8,300 labour unions 
recognised since ‘late 1977 and none of 
the national organisations can claim to 
have the affiliation of a majority of 
them. Although individual women leaders 
have sometimes gained prominence, the 
role of women tm the unions is negli- 
gible. 

Most unions settle industrial disputes through direct 
negotiations within the factory or enterprise and claims are 
sometimes settled through the national Industrial Relations 
Commission, which also acts as an appellate authority in 
cases of unfair labour practices. 

The Bangladesh labour movement can be traced to a re- 
volt of tea-plantation workers in 1920, when the country was 
part of India under British colonial rule. That year, the All 
India Trade Union Congress, probábly the first nationwide 
working-class organisation, was AP 
formed. The organisation later 
branched off into the East Pakis- 
tan Trade Union Federation 
when the country became part 
of Pakistan. In 1971, shortly 
before East Pakistan became 
known as Bangladesh, the feder- 
ation was split into five different 
organisations for ideological and 
tactical reasons. 

Organised labour played a 
significant role in hastening the 
birth of Bangladesh, by its milit- 
ant support of the independence 
movement. As a result of its po- 
litical origins, the Bangladesh 
trades-union movement is close- 
ly linked to local opposition 
political parties. According to 
industry sources, about 70% of the unions in the organis- 
ed industrial sector are affiliated to various political par- 
ties. 

There are 2,614 registered unions in the country, or- 
ganised mainly along industry and occupational lines. Al- 
though workers live under martial-law conditions, imposa 
by Gen. H. M. Ershad when he took over the government i 
1982, they are free to establish and join unions of their 
choice. Unions can still draw up their own constitutions and 
rules, elect representatives and formulate programmes with- 
out government interference. Workers are also free to estab- 
lish and join federations and confederations — some of 
which are affiliated to the ICFTU and WFTU. 

Bangladesh's workforce numbers 34 million, 74% of 
whom are agriculture labourers. A large proportion of the 
agricultural labour force is partially employed and unor- 
ganised. The industrial sector provides employment to 3.8 
million people, while services accounts for 5.million. Women 
constitute 5% of the industrial workforce. 

Some industrial workers may earn asm as Taka 1,300- 
3,000 (US$43.60-99) a month (includin | ing, transport 
and medical benefits); but many are paid less. Since 1982, the 
official minimum wage has been raised twice to the current 
Taka 650, though many in the private sector earn even less 
than that. Labour sources sa 
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Unions have a right to organise and bargain on behalf of 
their members on wages and conditions of service. They also 
represent workers in tripartite forums with the government 
and employers, such as, the national tripartite consultative 
committee, minimum wages board and labour court. There 
are about 17 national trades unions to represent workers” 
problems at the national level. As in most developing coun- 
tries, union's attitude towards management is not always 
pee. The employers in general feel that the law and regu- 
ations are not properly implemented, leading to industrial 
indiscipline, frequent work stoppages and agitation. 

Unions are currently concerned with improving workers' 
wage levels and expanding their membership. Many of them 
are opposed to the government's move to privatise 
nationalised institutions in the wake of increasing retrench- 
ments as a result of the change into private ownership. 

Sri Lanka’s biggest trade union, the Ceylon Workers Con- 
gress (CWC), which comprises mainly plantation workers of 
recent Indian descent, has successfully pressured the gov- 
ernment to give full citizenship to 95,000 of its members who 
were considered stateless. The union, which claims a mem- 
bership of half a million, had planned a three-month cam- 

aign of prayer meetings to pressure the government to meet 
its demands. The campaign lasted for only two days in 
January before the government gave in to the CWC’s de- 
mand. 

The union, led by Savumyamoorthy Thondaman, minis- 
er of rural industrial development in the ruling Junius 
Jayewardene cabinet, had wanted full wages to be paid for 
part-time work during the three-month prayer action. The 
plantation workers, who have special leverage, are perhaps 
the only section of the country's unionised working class who 


can hold out such à threat to a government that has long - 


adopted a no-nonsense stand with unions. 

f ondimem and the CWC enjoy a unique position among 
Sri Lanka's unions. The 72-year-old trades-unionist, because 
of his influence among the country's largely Indian Tamil 
plantation workers, has long been considered the leader of 
the country's Indian Tamil community. Because of his ability 
to deliver a large block of votes from his followers in the rul- 
ing United National Party (UNP) in the general election of 
1977 and the 1982 presidential election, Thondaman has won 
both cabinet office as well as considerable influence in the 
government. This has been reinforced by the fact that the In- 
dian Tamils do not support the separate-state demand of the 
indigenous Jaffna Tamils of the north, who are fighting a 
bloody battle for a Tamil homeland in the northern and east- 
ern parts of Sri Lanka. 

The CWC has representatives on the boards of the two big 
State-owned corporations which run most of the country's 
lantations industry. Thondaman has been better able than 
ther cabinet colleagues to adopt public postures that are not 
entirely to the liking of the government. The plantations 
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unions have dented the government's iron-clad rule that 


there will be no negotiations with strikers. As one veteran 
politician put it: “Thondaman can get away with much more 
than most other people." 


Jayewardene well knows that unions can break the gov- 


ernment. His rk UNP, on Jayewardene's initiative, 
began building a trades-union base many years ago. Today, 


the UNP commands the Jathika Sevaka Sangamaya, or Na- - 


tional Employees Union, which is one of the most powerful 


in the state sector. But unlike the CWC, it is firmly under 


government control. 
Sri Lanka has a vast co 
than 1,100 registered trades unions. But the number fluc- 


tuates almost weekly, with new registrations and cancella- 
tions. The unions are organised within the government and - 
non-government sectors, along trades and crafts, industry 


and sometimes institution-wide lines. Seven people can, 


under the trades-union ordinance, organise; the police, — 


rison services, armed services and judiciary are prohibited 

y law from unionising. The amalgamation of unions in gov- 
ernment services is also probibited and this is why Sri Lanka 
today has not ratified the ILO's convention on freedom of as- 
sociation. 

According to a senior labour department official, only 
about 30-35% of the country's 4.5 million-strong workforce 
is unionised. The plantations unions are the largest single or- 
ganised sector; 30-40% of organised workers belong to more 
than one union. 


ganised private sector has been reduced to a minimum 

with the Employers' Federation of Ceylon entering 
into many collective agreements with unions. Employers 
admit such agreements are “an expensive way of buying in- 
dustrial peace," but they favour such arrangements for the 
medium to longer term. Companies that do not belong to the 
employers’ federation often follow the agreements’ 
guidelines. In the public sector, which contains many state- 
owned companies, there are no collective agreements. 

The UNP, since assuming office in 1977, has crushed sev- 
eral strikes which it regarded as a threat to the government. 
In July 1980, the government clamped down on an opposi- 
tion-supported strike; the effects are still apparent, with fre- 
quent pleas being made in parliament for the reinstatement 
of dismissed employees. In 1985, the government used provi- 
sions of the current state of emergency to declare banking an 
essential service. The provisions of emergency law have been 
used against other sectoral unions, too. 

Sri Lanka’s labour laws provide for conciliation proce- 
dures to settle industrial disputes. These include conciliation, 
voluntary and compulsory arbitration and dispute-settle- 
ment procedures under collective agreements. The prevail- 
ing minimum wage is Rs 20 (74 US cents) a day, but employ- 
ees such as domestic servants, who live with their employers, 
are not covered by legislation and earn less. While govern- 
ment employees and those covered by collective agreements 
have benefits like 42 days’ paid annual leave in addition to 
public and other regir s holidays, plantations workers 
enjoy only two public holidays and have no paid casual- or 
medical-leave rights. 

As 1984 was a boom year for the tea industry, plantations 
workers were able to win substantial pay increases, including 
equalisation of wages for male and female workers — half the 
workers on the estates are women — with further increases 
under consideration. Despite the existence of some influen- 
tial unions, the majority of the workforce does not enjoy the 
pension rights which the government grants its employees, 
though an employees' provident fund, covering 3.7 million 
peo * has long existed. 

he government, concerned about financially troubled 


D: the past 15 years, industrial unrest in the or- 


state enterprises, is moving towards privatising those that are f 
not viable. Employees of these institutions and the unions — 
that represent them are strongly opposed to privatisation. - 


However, they lack the clout to do much about it. u 


us of labour legislation and more 
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CHINA AND BURMA 


A nexus of 
government 
and workers 


n the socialist countries of China and Burma, trades unions 
are regarded as an arm of the government. The labour 
force has lost its right to organise independent representa- 
tion and along with that, other rights that Western and other 
unions take for granted. 

The once independent and militant unions which threw 
their support behind progressive communist forces in China 
now put the interests of the state before those of workers: 
after all, the state represents the proletariat now and, in 
theory, has its interests at heart. The inherent contradictions, 
in strictly Marxist terms, between management and labour 
are no longer sharply defined in a socialist society. 

However, questions remain as to whether these con- 
tradictions have actually been resolved and basic conflicts be- 
tween management and labour are a thing of the past. 

China's 15 unions, under the All-China Federation of 
Trade Unions (ACFTU ), are essentially an arm of manage- 
ment, which is ultimately controlled by the communist party. 
The unions' main emphasis is on looking after workers' social 
welfare rather than protecting their interests in conflicts with 
management. This is because, according to Chen Bolin, a 
member of ACFTU's international committee: "The in- 
terests of trades unions and management are the same. Man- 
agement also belong to the trades unions so there is no direct 
contradiction.” 

Some 80% of China’s 100 million-strong workforce in 
State enterprises are trades-union members. According to 
Chen, most of the remaining 20% are those who are new to 
their jobs and their application is still under consideration. 
“Workers should have an understanding of trade unions and 

et to know their work situation before being accepted,” said 
hen, who added that no application is rejected. 

With such an accommodating state of affairs, strikes 
are deemed useless and as such the right-to-strike 
clause was deleted in the nation’s 1982 revised con- 
stitution, “We don't think it necessary for workers to 
resort to strikes. They have other channels to air their 
views,” Chen said. However, he said if bureaucrats remain 
insensitive to unsafe working conditions, the union can 
organise the workers to “abandon” a dangerous area. 

Ironically, rural industry, the one sector currently 
not in the trades unions' grasp is, according to local 
press reports, a chief offender in terms of workers' 
safety. The mushrooming rural industries now em- 
ploy 12% (or 40 million) of China's wage-earning 
peasants. These rural factories seeking a quick way to 
make a profit are accused of paving little attention to 
safety conditions. Chen said the unions plan to be- 
come more active in the countryside, but did not 
specify when. 

There are a few showcase examples of the ACFTU 
vigorously defending workers' rights. In 1979, the 
capsize of the oil rig, Bohai No. 2, resulted in the 
death of 72 people. The ACFTU, through its news- 
paper the Workers' Daily, took full credit for expos- 
ing the case, which led to the resignation of the 
minister of petroleum. 

However, in this case as well as in some less 
dramatic ones, the union was careful to stress that the 
problem was solved in a series of appeals and not 
strikes. The appeal process basically dictates that the 




















Rural-factory construction in China: union activity planned. 
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aggrieved factory-union official goes to the country or pro- 
vincial level. If the case is serious, the national union is 
notified. Representatives from the ministry to which the of- 
fending factory is attached will meet with the national repre- 
sentatives of the offended trade union. The personnel office 
of the Labour Ministry will sometimes serve as the arbitrator. 

These published cases are largely perceived in Western 
circles as morale boosters for the unions, which in pre-1949 
China were stalwart and brave proponents of the com- 
munists. After 1949, the trades unions, as in any communist 
country, lost their teeth in playing along with the govern- 
ment's position that conflict cannot exist when workers are 
the owners of their enterprises. 

During the Cultural Revolution of the mid-1960s, unions 
were suspended and then weakened by a government move 
to give factory managers more decision-making authority. In 
September 1984, the Workers’ Daily warned: “The system of 
giving more power to the director of a factory should not 
mean that he puts himself above the masses, takes arbitrary 
decisions or acts like a despot." 

Lest this should happen, party planners created the con- 
cept of workers' congresses. Every factory is supposed to set 
one up and include all employees as members. They should 
meet at least twice a year to review and approve a factory 
manager's personnel and production plans. For example, a 
manager cannot fire a sluggard unless this is approved by the 
workers’ congress. The unions are meant to act as c. 
retariats for the workers' congresses, handling day-to-day af 
fairs. There have been a few cases. of workers’ congresses 
electing their factory manager. In these cases, the union, as 
the administrative arm of the congress, will select two candi- 
dates among those nominated to stand for election. 

While it appears that a trade union would have consider- 
able power in being able to get its man elected manager, it 
would be hard-pressed not to find a decent candidate. since 
almost everyone in the factory is a union member. 

Trades unions collect 0.5% of a worker's wages and the 
factory must chip in 2% of the payroll. Of this total, 60% re- 
mains in the local factory union, 35% is remitted to the pro- 
vincial union and 5% to the ACFTU. Funds are used to sup- 
port more than 50,000 workers’ schools, art troupes and “cul- 
tural palaces," which are supposed to provide leisure-time 
activities for workers. 

ACFTU probably needs every penny it garners from the 
local unions; the national headquarters in Peking alone em- 
ploys 2,000 people, with 10% of them sitting on its executive 
committee. This top-heavy administration is about the only 
similiarity China's unions share with their Western counter- 
parts. 

Trades-unionism emerged in Burma in the late 1920s, 
largely as a reaction against immigrant Indian and Chinese 
labour, which then dominated the colonial economic scené 
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Unions' traditional role as defenders of employees against 
employers was recognised, but because the employers were 
then mostly British, Indian and Chinese enterprises, the 
unions developed a political and racial bias. The labour 
movement quickly turned into a willing tool of nationalist 
leaders in fighting against "political and economic im- 
perialism." 

Notwithstanding this, the British Governmentintroduced 
some enlightened labour laws, such as those providing for oc- 
cupational safety and health and employers' liability for 
workmen's compensation for injuries received at work. 
These laws are still in force today. 

Trades unions multiplied rapidly after Burma became in- 
dependent in 1948. By 1960, there were 158, but most were 
small, one-shop bodies formed mostly in Rangoon and Man- 
dalay. Their total membership was 47,000 out of an esti- 
mated urban labour force of 1 million. With the exodus of 
most immigrant labour after Burma's independence, the 
new unions harboured no racial bias but retained a penchant 
for party politics, mainly because of wooing by both the 
ruling political party — the Anti-Fascist People's Freedom 
League (AFPFL) — and the communist-dominated opposi- 
tion. 

An important piece of labour legislation during this 
period was the Social Security Act. Still in force, it pro- 

ides for insurance of workers in sickness, maternity and 
in the event of death 
and also for employ- 
ment injury resulting in 
temporary or perma- 
nent disability, as well 
as for survivors’ pen- 
sions. 

Unions were free to 
resort to collective bar- 
gaining and take back- 
up action such as strikes 
and demonstrations. In 
1960 alone, there were 
88 trade disputes and 
11 work stoppages, in- 
volving 3,730 workers. 
The trades unions' in- 
volvement in party 
politics led to ugly 
developments in the 
late 1950s, when the 
AFPFL split, touching 
off similar internal divi- 





Ne Win: created new institutions. 


ions in unions and frequent clashes between rival factions. 


It was in this situation of general turmoil that Gen. Ne 
Win, defence chief of staff, seized power in March 1962, 
founded the Burma Socialist Programme Party (BSPP) and 
set up a one-party socialist state. In May 1963, he declared 
that his motive in taking power was to serve the interests of 
workers and peasants "as a first priority." In 1964, he prom- 
ulgated the National Unity Protection Law, which abolished 
all former political, social and cultural organisations — in- 
cluding trades unions. 


Responsibilities Law, making it clear for the first time in 

Burmese history that workers have not only rights but 
also responsibilities. He next introduced the *model workers" 
scheme by which outstanding workers in state-owned enter- 
prises are selected each year for public honour and given VIP 
vacations at rest camps. A thrice-chosen model worker is 
honoured as a “hero of socialist labour." This qualifies him 
for speedier promotion and other privileges. 

Ne Win created a new trades-union organisation in 
1968. At the central level, it is called a workers' asiayone, 
a dignified Burmese word for union. At the primary (fac- 
tory or establishment) and township level, workers' coun- 
cils are set up. Workers are free — in fact, urged — to join 


T: same year, Ne Win passed the Workers’ Rights and 
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the councils, but not to form their own or rival unions. 

The labour minister is the ex-officio chairman of the 
asiayone and its top officials are senior BSPP members. |. 
Workers' council representatives have been given seats on | 
joint management, supervision and coordination committees 
formed in every factory or workplace. The practice of signing |. 
management/labour agreements for observance of discipline i 
in state-owned enterprises has also been introduced. Work- 
ers’ welfare units have been formed. 

Despite these measures, widespread labour unrest flared 
up in May and June 1974. It began at the main railway work- 
shop near Mandalay and spread to other places in central 
Burma, including the oilfields at Yenangyaung and Chauk. 
About the same time, workers staged demonstrations in 
Rangoon, beginning at a railway workshop and spreading to 
other state enterprises including a textiles mill, a jute mill, a 
pharmaceuticals factory, a heavy-industries workshop and 
the dockyards. Altogether 43,300 workers in 128 state enter- 
prises in Mandalay, Magwe and Rangoon divisions were in- |" 
volved. In Rangoon, 23 men were killed and 64 others 
wounded as police fired on demonstrators. 

An inquiry.commission later found that the main cause of 
the trouble was high living costs owing to the rise in rice 
prices in the open market and inadequate sale of low-priced 
rice to workers with incomes of below Kyats 200 (US$27.40 
at the official exchange rate) a month by official distribution 
outlets. It also found that "bureaucratic delays" of workers' 
councils in attending to grievances was to blame. 

The government has since increased the number of work- 
ers' welfare units in enterprises, many of which have opened 
low-price retail shops for workers, to sell basic foodstuffs 
such as rice and cooking oil. By September 1984, 319 such 
units had been formed, catering to the needs of more than 
580,000 workers. More workers' councils are being formed 
to organise workers into a single, monolithic labour organisa- 
tion. By January 1985, altogether 293 township workers' 
councils with more than 1.8 million workers had been 
formed. Of these workers, more than 470,000 (2695) are 
BSPP members. 

As wages, length of work time, scale of compensation for 
injury and so on are laid down by the government, which is- 
controlled by the BSPP, the workers’ councils, also control- 
led by the BSPP, have little to do except to see that the gov- 
ernment's directives are complied with. E- 

The main role of workers’ councils is to ensure workers’ dis- i 
cipline and to urge them to fulfil the government's economie | 
targets. They have been successful so far: labour unrest like | 
that of 1974 has not recurred. But whether this peace reflects 
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contentment or pure resignation is open to question, 
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Borders and religion create a cultural divide 


A tale of two Bengals 


By lan Buruma in Calcutta 


THESSTATE 
OF BENGAL 
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ride them- 
selves on being a liter- 
ary people. Every 
| Bengali is said to be a 
y" yj poet. There are more 
we than 800 newspapers 
in the state of West 
Bengal, and at any 
iven time about 500 poetry magazines. 
hen Calcutta celebrates the birthday 
of its greatest poet, Rabindranath Ta- 
gore, poetry bulletins are published by 
the day, sometimes even by the hour. 
People express themselves poetically 
and politically (usually a combination of 
both) not only in print but also on walls. 
Calcutta seems to have more graffiti per 
square inch than any other city in the 
world. 

To the first-time visitor these expres- 
sions, and indeed the entire icono- 
graphy of Calcutta can be bewildering. 
It seems a mad combination of poetry, 
politics, religion and relics of the British 
Raj. Here one sees the picture of a 
bearded holy man with the message that 
"spiritual harmony is the solution to all 
problems." There we see that we must 
"crush the enemies of the revolutionary 
masses." Side by side in a newspaper 
stand we find a biography of Kim H 
Sung, the Great Leader, and the latest 
issue of Country Life. After spending 
some time in Calcutta it will cease to 
suprise one to see the same person buy- 
ing both. 

The most direct guide to the ethos of 
this city is the.garish posters on sale 
everywhere. The most popular ones are 
of Tagore; Subhas Chandra Bose, the 
Bengali nationalist who hoped to topple 
the Raj by collaborating with Hitler and 
the Japanese during the war; of various 
Hindu deities, and of Stalin. It is hard to 
picture Uncle Joe as an Indian deity, but 
Tagore was already on his way to holi- 
ness during his lifetime. And Bose, pic- 
tured in some posters sitting on a great 
white charger, entered the Bengali 
pantheon early in his career, when he 
rivalled Mahatma Gandhi in populari- 
ty. 

He is known as Netaji (the leader). 
He died in 1945 in an air crash over 
Taiwan, but some followers still believe 
he is alive and waiting to escape the 
clutches of his enemies, probably the 
CIA. His statue stands at the edge of the 
Maidan, his right hand pointing at the 

lorious future, or at least at the way to 

elhi — in fact he is pointing at dozens 

of white-flannelled Bengalis playing 
cricket, shouting “good shot, sir!” 


Bengalis 






Behind and between the revolution- 
ary slogans, posters and statues, the city 
is crumbling. There is the stench of rot 
and decay. Telephones mostly do not 
work, old buildings are falling down, 
sewers burst into floods of filth, fac- 
tories are abandoned, the harbour is 
silted. What was once the glorious capi- 
tal of an empire has become both pro- 
vincial and the projection of every- 
body’s urban nightmare. 

But one cannot deny Calcutta a cer- 
tain grandeur, for its dreams were no- 


19th century dandy: elitism. 





thing if not grandiose. The most telling 
symbol of this is the Marble Palace in 
north Calcutta, a property still belong- 
ing to the wealthy Mullick family. It is a 
neo-classical palace in the middle of a 
slum, stuffed with statues of Greek gods 
and the Virgin Mary; busts of Napo- 
leon, the Duke of Wellington and 
Queen Victoria; there are paintings of 
little Victorian boys playing cricket and 
of British coronations; great candelab- 
ras hang from the rotting ceilings; stags' 
heads protrude from crumbling walls; 
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pelicans and peacocks fly through the 
gardens; once priceless, now thread- 
bare Persian carpets lie on marble 
floors. And all this under years of dust, 
mildew and droppings from birds and 
rats. 

Calcutta is in an odd way much like 
the country that built it. Like England's 
decline, the fall of Calcutta is almost as 
dramatic as its rise. And as do the Bri- 
tish, the Bengali elite clings jealously to 
its snobbery, its gentility and its literary 
heritage. The Bengali bhadralok may 
not have any money or power any more, 
but he knows his Marxist dialectics, can 
toss off an elegant poem and is quite at 
home at an English country club. And 
he is firmly convinced that what Ben- 
gal thinks today, India thinks to- 
morrow. 


Fe story of Calcutta is to a large ex- 
tent the story of the bhadralok, 
members of the Westernised, Bengali, 
Hindu middle class, who continue to 
dominate the city’s cultural and political 
life, though very little else. Understand- 
ing the bhadralok goes a long way to- 
wards understanding the confusing 
iconography, from Tagore to Stalin. 
This urban class, like the city itself, was 
a typical product of the British Empire. 

The traditional elite in Bengal was a 
landed aristocracy, mostly high-caste 
Hindus, but including some Muslims. 
Their power was much reduced under 
British rule by the end of the 18th cen- 
tury. The British administration, in- 
stead, relied upon Indian junior civil4 
servants, who often made fortunes col- 
lecting taxes from the old gentry. And 
Indian middlemen were indispensable 
for the East India Company and private 
British traders, as translators, finan- 
ciers, contractors etc. The British called 
this new class “the educated natives.” 

Tagore’s grandfather, Dwarkanath 
Tagore was a typical example. He began 
as the chief native officer of the East 
India Company’s opium and salt depart- 
ment, but, in true bhadralok style, later 
owned several English-language news- 
papers. He was also director of the Cal- 
cutta Steam Tug Association, which was 
so profitable that people called it “the 
Thug.” A British friend described him 
as “a Hindoo with an enlarged mind and 
a truly British spirit.” 

This was probably quite accurate, for 
the bhadralok, by no means all high 
caste, imitated the manners, language 
and ideas of their British masters. They 
were modernisers, heralding the Ben- 
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gali Renaissance. Much of their ener- 
gies went into education, social reforms 
and literature, areas outside the direct 
control of the colonial government. The 
renaissance produced such disparate 
figures as Tagore, poet, social reformer 
and spiritual guru; Sri Aurobindo, Ang- 
licised Greek and Latin scholar, Bengali 
poet, revolutionary “and religious 
thinker, and Rammohun Roy, the re- 
ligious reformer. 

Although it produced,a vast litera- 

ture and endless ideas, the renaissance 
did not take off in the way its European 
counterpart did. It never developed 
beyond its own circle. On one side, the 
bhadralok were excluded from real poli- 
tical power by the British Government. 
This led to anti-British.nationalism, be- 
fore such sentiments) caught on in the 
rest of India — Bengalis, then, really 
were the intellectual vanguard. But they 
were a vanguard still economically de- 
pendent on the British, for they re- 
mained a class of middlemen. 
n the other, perhaps ulti- 
ately more important side 
the native elite in Calcutta was 
isolated from the broad masses 
whose lives had hardly changed 
for centuries. The average 
Bengali, Hindu or Muslim, was 
poor: illiterate and deeply re- 
igious; to him the Bengali Re- 
naissance, in the unlikely event 
that he had heard of it at all, 
meant nothing. 

To break out of their social 
isolation and to paper over the 
caste differences that always 
hamper social reforms in India, 
some bhadralok switched from 
being secularist liberals to 
Hindu reformists, or oscillated 
between the two. Hindu re- 
vivalism was also often a defen- 
sive reaction against the ac- 
tivities of Christian mission- 
aries. The idea behind such re- 

Wes Hindu movements as 
e Brahmo Samaj, of which 
the Tagores were founder 
members, was to break down 
caste barriers.: Alas, it never 
spread much beyond the peo- 
ple who started the movement, 
who were, for the most part, high-caste 
Hindus themselves. This reformist zeal 
was later often. channelled into Mar- 
xism, another creed which knows no 
caste, which proved congenial to a re- 
dant number of high-caste Hin- 
us. 

If enlightened liberalism set the tone 
for much bhadralok thinking, Bengali 
nationalism had its violent side too. Ter- 
rorist movements have come and gone 
in Calcutta; the.last one was unleashed 
by the Maoist-inspired Naxalites in the 
1960s. These two sides of the Bengali 
psyche were described by Tagore in his 
most famous novel (turned into a film 
by Satyajit Ray), entitled The Home 
and the World, |t describes the relation- 
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Ray: the last of the 
great Renaissance men 


THESSTATE 


Satyajit Ray might 
well be the last great 
Bengali Renaissance 
| Man. Born in Cal- 
Ü 1 cutta in 1921, his fami- 
> m es ^ background is 
gi firmly bhadralok. 
- Rays grandfather, 
Upendra Kishore Ray-Chowdhury, was 
an accomplished musician of Western 
classical music, wrote songs and stories 
for children, published books and 
magazines, and was a graphic artist. 
Like the Tagores, whom he knew well, 
he embraced Brahmoism, the reformed 
Hindu faith spawned by the Bengali Re- 
naissance. 
Apart from being one of the greatest 
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Ray: man of many talents. 





film directors in the world, Ray still 
carries on the magazine for children 
founded by his grandfather. He is also a 
short-story writer, graphic artist, illus- 
trator and com r. Heinvented a new 
English nes; still known as Ray 
Bizarre. Ray's working life, after at- 
tending Tagore's university for the arts 
in Santiniketan, outside Calcutta, 
began in an advertising agency, which 
he abandoned as soon as his first film, 
Pather Panchali (1955), proved a suc- 
cess — “Dealing with clients, who are 
mostly ‘rather stupid, was rather a 
bore.” 

Getting to see Ray in Calcutta is not 
easy, as he has not been well, after suf- 
fering a heart attack, and everybody in 
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Calcutta wants fo see him. His house 
used to be a cross between a literary 
salon and a railway station. 

He lives in a grand old apartment 
building in an elegantly crumbling area 
known as South of Park Street. His 
working room is stacked with books — 
anything from Bengali literature, to Ita- 
lian art, to modern British theatre. 
There are ink stands, pens and 
paintbrushes and a rather old-fashioned 
gramophone. And in the midst of this 
sits Ray, a tall, handsome man, dressed 
in a dhoti, drinking tea. He speaks Eng- 
lish with a refined drawl, rather like an 
Oxford don in a West End play. 

Ray's films, like those of Jean Re- 
noir, Yasujiro Ozu, or Akira 
Kurosawa, are humanist. While often 
showing deep suffering, his work is a 
celebration of life, of humanity. Unlike 
some filmmakers of a later generation, 
like Mrinal Sen in India, or Nagisa 
Oshima in Japan, Ray was never a poli- 
tical artist in the sense of analysing why 
people behave in a certain way. He cer- 
tainly never offers political solutions to 
human problems. 


R ather, he is interested in how peo- 
ple express their feelings. Some of 
the greatest scenes in his films are silent, 
fleeting moments, often subtle expres- 
sions on people’s faces. I shall never 
forget the way the starving Brahmin 
husband looked at his wife at the end of 
Distant Thander, set during the great 
famine in 1943, when she tells him she is 

regnant with their first child; it is a 
ook of anguish, misery but above all, 
love. 

Like many Asian directors, more or 
less of his generation, Ray grew up with 
American films, but found a style which 
broke away from Hollywood com- 
pletely; a style which could only come 
about Orr a deep knowledge of his 
own cultural tradition as well as that of © 
the West. Again the parallel with Ozu 
or Kurosawa springs to mind. Younger 
filmmakers no longer share this syn- 
thesis. Often they have filled the void 
with Marxism or local popular culture, 
which lends their work a melodramatic 
quality, entirely lacking in Ray's films. 

Inevitably, like Ozu and Kurosawa, 
Ray has often been criticised by 
younger artists for his lack of political 
commitment. This fits in with the cur- 
rently fashionable idea that “Third 
World artists" must be activists. The 
merits of this idea aside, it would, of 


course, be absurd, to classify Ray asa | 
“Third World artist," just because he | 
happens to be Indian. Like all great art- | 

ists, Ray belongs to the world, though | - 


his roots remain in north Calcutta. 
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ship between two friends, set at the time 
of the Swadeshi movement, an anti-col- 
onial EM around 1908 to boycott 
British goods. 

One of the friends is Nikhil, the very 
best of thé Bengali Renaissance Man, 
tolerant, liberal, gentle, cultivated, the 
perfect synthesis of the finest in the East 
and West. The other is Sandip, a de- 
magogic, power-hungry terrorist, with 
the habit (in Ray's film) of smoking 
English cigarettes and breaking into 
classical RE song. Tagore, though a 
proponent of the Swadeshi movement 
at first, condemned terrorism. Whether 
his reading of the movement was correct 
or not is still debated in Calcutta today. 

Secularist, revolutionary or reform- 
ist, the renaissance remained a very 


Hindu affair. Muslims, mostly poor 


asants lacking education, let alone an 
nglish one, were almost“ entirely 
excluded from the 19th-century bhad- 
ralok culture. In fact, to most bhad- 
ralok, a true Bengali was always a 
Hindu. 
One of the most famous Bengali 
writers, Bankim Chandra, asked writers 
in 1887 to write “a history of Bengal, 
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otherwise Bengalees will never 
prosper.” But he stressed that “the gos- 
sips about the life and death of the Mus- 
lims who vainly assumed the empty ti- 
tles of Badshahi [king] and Subedar 
[provincial governor] lolling on their 
carefree beds, the stories of their family 
quarrels and intrigues — no, this is not 
what history of Bengal should be. This is 
no part of the history of Bengal; as à 
matter of fact they have nothing to do 
with Bengal history." 


ittle wonder, then, that when Eng- 

lish-educated Muslim intellectuals 
did appear at the end of the 19th cen- 
tury, they reacted by asserting their own 
communal identity, thereby opening 
the way to partition and ultimately 
Bangladesh. 

All these factors contributed to the 
rather marginal status of the bhadralok 
today. The first blow was the British de- 
cision to move the imperial capital from 
Calcutta to New Delhi. The end of the 
British Raj in 1947 left the Bengali class 
of middlemen and civil servants even 
more isolated, as the bhadralok had 
never developed entrepreneurial skills. 


The search goes on 
for a national identity 


By lan Buruma in Dhaka 
THESSTATE Mohammed Ali Jin- 
SAUCE nah, the founding 
E Mee father of Pakistan, 
{only -visited East 
"T m Pakistan, now Ban- 
«t 4 " gladesh, once. He 
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made a speech in 
- Dhaka in March 1948, 
to thousands of Bengalis, gathered at 
the Paltan Maidan to see the Great 
Leader. Among other things he stated 
that “Urdu is going to be the lingua 
franca of this country ... . Anyone who 
says anything else is an enemy of Pakis- 
tan." He had just made enemies of more 
than half the population of Pakistan. 
The Language Movement, which 
began officially in 1952 and culminated 
in the founding of Bangladesh, was pos- 
sibly the. last and most successful 
episode in the history of Bengali 
nationalism: While the Hindu intel- 
ligentsia that started Bengali 
nationalism in Calcutta had been re- 
duced to playing a provincial role in 
great Mother India, Bengali Muslims 
succeeded in establishing an indepen- 
dent state in 1971. It was a state, more- 
over, based, at least ostensibly, on the 
principles laid down in the 19th-century 
Bengali Renaissance: democracy, sec- 
ularism, nationalism and socialism. 
These were the so-called four pillars of 
Mujibism, erected in the name of 
Sheikh Mujibur Rahman, the Father of 
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€ I want to spread myself all 
over I slake my thirst by 
drinking deep in the (whole) 


world's beauty and music Yet 
my heart beats perpetually to 
the tune of Bangladesh 9 


— Fazal Shahabuddin 





the Nation, who was assassinated in his 
house in 1975. 

Pictures of the assassinated leader 
are still sold in the streets of Dhaka. 
But, after a series of coups and counter- 
coups, his principles no longer have 
much to do with reality in Bangladesh. 
Of the four pillars, only nationalism 
seems to have survived. It is a confused 
nationalism, however, which reflects 
the continuous search for a national 
identity, a subject of intense debate 
among Dhaka intellectuals, if not, 
perhaps, among the millions of peasants 
struggling for survival. 

While every Bangladeshi calls him or 
herself a nationalist — not to be a 
nationalist is almost a crime in a young, 
sensitive nation — people are divided 
roughly into two camps: Bengali 
nationalists and Bangladeshi national- 
ists. This is a matter of both political al- 
legiance and cultural identity. It is, 
moreover, an old split under new 





They were quickly eclipsed economi- 
cally by more vigorous moneymakers 
like Marwaris and Punjabis. 

The Bengali Muslims, for better or 
for worse, have their own independent 
state. The ideal of a unified Bengal is 
now too unrealistic even for the most 
fanciful of Bengali dreamers to believe 
in. And so the Calcutta elite, because of 
its Hindu orientation, and despite 
spasms of romantic regional 
nationalism, have identified themselves 
with India, but an India in which West 
Bengal only plays a peripheral role. 

So what is left to the old vanguard? 
Well, Bengalis still have splendid ideas, 
lively newspapers, excellent poetry and 
drama, a cinematic genius, and great if 
ineffectual political idealism, expressed 
through Marxism, demonstrations and 
endless strikes. Above all, Bengalis 
have their — of which they are 
very proud. But, here too, they are on 
the defensive. It may be true, as Ben- 
galis claim, that Calcutta has more great 
writers, poets and dramatists than any 
where else in the world, but the rest of 
the world has hardly heard of them, be- 
cause they have not been translated. 





Mujib: principles. 


names; the split between the pro-In- 
dian, often pro-Soviet secularists and 


the pro-Chinese Islamacists. The 
former are represented by the Awami 
League — Mujib’s old party, presently 
in opposition — the latter by the 
Bangladesh Nationalist Party, which is 
also in opposition to the government of 
President H. M. Ershad. Ershad would 
be more in sympathy with the Bangla- 
deshi nationalists. This debate may 
seem little more than a semantic parlour 
pue but it is a pointer to just what 

ind of country Bangladesh is shaping 
up to be. 
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This is at least partly because New Delhi 
is not interested in pushing literature in 
a provincial language. Bengalis com- 
plain that money for translation pro- 
jects is spent on Hindi literature. 

The story of Bengali films is equally 
sad. Bengal has produced some of the 
best Indian filmmakers: Ray, Mrinal 
Sen and Ritwik Ghatak of the older gen- 
eration; Aparna Sen and Gautam Gosh 
of the younger. None of these directors 
could survive by relying purely on the 
West Bengali public. The cinemas in 
Calcutta, like many businesses mostly 
owned by non-Bengalis, show mainly 
Hindi films, specifically Bombay musi- 
cals. The masses prefer escape to the 
kind of social dramas made by the 
cinematic bhadraloks of today. And as 
far as the Bengali commercial films are 
concerned, even Ray says he would 
rather see a Bombay movie: “at least 
you get to see some action and a pretty 
girl.” 

Things might be different if Calcutta 
films could be shown in Bangladesh, but 
that market is firmly closed to Indian 
entertainment. West Bengal only pro- 
duces 25 films a year, while Bangladesh 


One result of these debates on na- 
tion-building is that the arts have be- 
come highly politicised. Some people 
say that this lends Bangladeshi litera- 
ture a special fizz not found in the more 
classical poetry and prose of West Ben- 
gal. Writers and poets have a sense of 
purpose, which some say is lacking in 
West Bengal. This, added to such vaunt- 
ed Bangladeshi qualities as earthiness 
and freshness, should make for a lively 
cultural scene. 


hamsur Rahman, one of the nation’s 

best-known poets (like the West 
Bengalis, every literate Bangladeshi is 
said to be a poet), thinks that poetry is 
too political in Bangladesh: “There is 
too much protest here. This is not 
healthy, as artistic values are sac- 
rificed." According to Shamsur, the vo- 
cabulary of Bangladeshi poetry is full of 
such prosaic terms as "grenade," 
"guerilla" and "trench." 

Shamsur would be classified a Ben- 
gali nationalist. He thinks that "Bengali 
writers in Bangladesh should be judged 
by the traditions of Tagore and the writ- 
ers of the 1930s [in Calcutta]. I want to 
be compared to the best of West Bengali 
literature, not just Bangladesh." Critics 
of Shamsur say that he leans towards 
India, because he was a member of the 
formerly pro-Moscow Afro-Asian Writ- 
ers Group. He is also translated and 
honoured in India. 

Although. such personal oppor- 
tunities always play a role in political 
ties, especially in a country where 
foreign embassies and high commis- 
sions try their best to influence local ta- 
lent through grants, trips and other en- 
ticements, Shameor's identification 
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manages an output of about 125 movies. 
According to Ray, “they're very bad 
and very successful, because 
Bangladeshis have nothing else to see." 
So "serious" Bengali directors must rely 
on arthouses in London or New York, 
and international film festivals. 


Fe is just one example of how the 
heirs of the Bengal Renaissance, the 
purveyors of high Bengali culture are 
more cut off than ever from the masses 
around them. Young intellectual Ben- 
gali filmmakers make films about poor 
peasants for young intellectual Ben- 
galis, international film buffs and en- 
thusiasts of Third World culture. The 
theatre appears to be in a similar situa- 
tion. 

The most adventurous work is being 
done by so-called “group-theatres,” 
small troupes who perform plays with 
heavy political content for tiny audi- 
ences of like-minded people. Group- 
theatre directors talk about building 
bridges with the masses. Some even per- 
form for nothing. But the masses are 
really not that interested to see Marxist- 
inspired plays about poverty. They see 


Film actress: protected industry. 





with Bengali nationalism is hard to dis- 
miss. When the Pakistan Government 
banned Tagore in East Pakistan, pre- 
sent-day Bangladeshi nationalists 
fought as hard as anyone for their Ben- 
gali heritage. The problem ts that in the 
Struggle against Pakistan it made per- 
fect sense to stress the common Bengali 
heritage; but the opposite is true today 
when Bangladeshis wish to assert them- 
selves culturally against India, including 
West Bengal. 

One common way around this is to 
state, as many here do, that 
Bangladeshis are the only true Bengalis, 


enough of that in their own lives, and for 
Marxism they can turn to the more fes- 
tive rallies staged by the ruling com- 
munist party. 

There is one thing, though, that one 
cannot take away from the modern 
bhadralok, and that is their monumen- 
tal snobbery. Aveek Sarkar, head of 
one of the largest publishing houses in 
India, wears a dhoti and smokes Mon- 
tecristo cigars. "We don't look to the 
rest of India, which is intellectually in- 
ferior," he says. “Our literature is re- 
lated to French literature, not Hindi. I 
don’t even read Hindi. Calcutta is like 
Paris.” 

One sometimes sees his point. In the 
Indian Coffee House, opposite the 
Statesman building, critics, journalists, 
poets and other assorted thinking men 
spend hours discussing such topics as an 
article written 30 years ago by a Hunga- 
rian critic on Tagore, or the influence of 
the CIA on French films, or the concept 
of Marxist alienation in Bengali short 
fiction. In its madly irrelevant, but in- 
variably well-phrased celebration of in- 
tellectual hot air, Calcutta is indeed a bit 
like Paris. 


as “we spilled our blood for 
our language.” As one poet 

ut it, “Bengali nationalism 
is Only felt by us.” This 
slightly disingenuous argu- 
ment (after all, the Bangla- 
desh liberation war was 
strongly backed by Indian 
Bengalis) is bolstered by 
the fact that “40 years of 
separate political develop- 
ment have made us quite 
different from West Ben- 
gal.” 

No doubt it has, but 
when asked what specifi- 
cally makes Bangladesh 
culturally different from 
West Bengal, Bangladeshi 
nationalists come up with 
answers that, to the out- 
sider at least, sound less 
than convincing. One thing 
constantly stressed is the 
eography of Bangladesh. 

ven Shamsur started the 
conversation by saying that 
“we have turbulent rivers 
and violent nature, so we have to strug- 
gle for our existence.” What follows 
from this is that East Bengalis are vigor- 
ous, while West Bengalis, lacking these 
turbulent rivers, are effete. 

“Our tradition may be the same, but 
our ways of expression are completely 
different,” said Al-Mahmood, a port 
more on the side of Bangladeshi 


nationalism. "There is no influence o L^] 
West Bengali literature on us. Our life- f 


style, our food habits, even our lan- 
guage are all different from those of 

est Bengal. We are more influenced 
by Europe or Latin America.” When I 
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asked why Bangladeshis were more in- 
| terested in Western works than in those 
from West Bengal, he answered that the 
| reason was quite clear: "We know West 
- Bengali literature. They're just like us. 
oh want to know about different peo- 

| ple." 


More scholarly types point out the 
| historical differences between East and 
| West Bengal. Poet and academic Syed 
| Ali Ahsan explains that in Vedic times, 
_ East Bengal, unlike West Bengal, was 
|. not controlled by Aryans. He also says 
| that the real Bengalis, meaning East 
| Bengalis, were always anti-Hindu. 
— Buddhism remained strong in East Ben- 
- gal. And Islam came first to East Ben- 
| gal. Most Bengali converts to Islam 
| were low-caste Hindus, which added to 
| the anti-Brahmin bias. This is followed 
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by the argument that during the 18th 
century high-caste Hindus cooperated 
with the British to break Muslim rule. 
And these Anglicised Brahmins iden- 
tified with Sanskrit-based Hindu cul- 
ture. So, in the words of Fazal 
Shahabuddin, yet another famous poet, 
"true Bengali culture developed under 
Muslims in East Bengal." 

This bird's eye view of history may 
not be entirely factual, but it leads di- 
rectly to one obvious distinction be- 
tween Bangladesh and West Bengal: 
namely that one is 90% Muslim and the 
other 75% Hindu. It is a difference so 
loaded with explosive communal impli- 
cations, however, that even ardent 
Bangladeshi nationalists try to fudge it. 
The idea that Bangladesh is a secular 
state must be upheld. According to the 


| Drunken vagabond 
and passionate artist 
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It is now 10 years 
since the man who is 
often called “India’s 
first litical film- 
maker” died at the age 
of 50. Ritwik Ghatak’s 
death, though untime- 
| = ly, was hardly unex- 
S ed by those who knew him. He had 
me an emaciated, alcoholic wreck: 
| his liver had collapsed and his lungs 
| were riddled with holes due to TB and 
_ malnutrition. The causes that led to this 
miserable end could be read as the same 
- old romanticised story of the neglected 
genius. 

It would not be far off the mark. 
Ghatak was an extraordinarily talented 
filmmaker who created a unique 
cinematic style deeply rooted in his own 
culture. Partly as a result of this, he was 
neglected by the cultural establishment 
— that hierarchy of powerful people 

— who control the destiny of artistic out- 

— put in India. His films were never prop- 

_ erly promoted, and when he died he was 
unknown to 90% of the film-goers in his 
native Bengal, let alone in the rest of the 
country. This failure to communicate 
with his people helped to drive him to 
the bottle. 

But such stories are néver quite so 
simple. An artist's character is generally 
fraught with contradictions, Ghatak's 
no less than others. His film career was 
— punctuated with projects abandoned 
| before completion owing to quarrels 
— with his producers. On one occasion, all 
- but the last scene was shot when he had 
his producer physically removed from 
his presence by henchmen, and the pro- 

ducer, not surprisingly, withdrew his 
patronage. 
| Drunken vagabond and passionately 
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committed artist — these are the two ir- 
reconcilable faces of Ghatak's charac- 
ter. Had he been a painter or a poet he 
might have survived longer. But cinema 
is a monumentally expensive medium, 
and failure to cope with the forces of 
commercialism leads to downfall. 

In his last years he would do almost 
anything for a drink, even sell precious 
family belongings. When he was down 
and out he would consign himself to 
squalour — on more than one occasion 
he was found living in a Calcutta 
cowshed. When he did have money — 
usually the producer's — he would blow 
it all on a drinking orgy with his band of 
followers, many of them highly irres- 
ponsible characters, while his family 
was deprived of the basic comforts of 
life. For alcohol he would risk every- 
thing, but for fame and fortune he never 
compromised. 


n his films he was not only honest, 
he was ruthlessly hard-hitting, never 
failing to identify what he saw as the 
fundamental causes for the suffering of 
his people. As a public man he was 
equally uncompromising, furiously 
lashing out at the ruling classes whom he 
held responsible for that suffering. 
Although Ghatak was firmly es- 
poused to the ideals of communism, this 
was on a highly emotional rather than 
doctrinaire level. He admitted that 
there were many touches of Marx, En- 
gels and Lenin’s writings in the con- 
tradictions and conflicts of his charac- 
ters. Yet in none of his films, except the 
first and the last, does he make a direct 
reference to communism. 
At the end of the first film, Nagarik 
(The Citizen) strains of the ZInter- 
nationale are heard as the impoverish- 


Bengali scholar Anis Uzunan, it was 
only. after partition that people tried to 
establish a difference between East and 
West Bengal... ||| 


T reason so many Bengali Muslims 
wanted to join Pakistan was not so 
much religious as.economic; they were 
dominated by Hindus and would con- 
tinue to be in an. independent India. 
"But they had to,come up with ideas 
other than the religious, and they have 
not come up .with much." The 
Bangladeshi Hindus are also quite dif- 
ferent from West. Bengalis, it is said. 
Why? Well, because of "our turbulent 
rivers, violent nature...” 

The steady and probably inevitable 
drift towards an Islamic national iden- 
tity — a drift that started in the earliest 





ed, middle-class protagonists — refugees 
from East Bengal (now Bangladesh) — 
go to settle in a working-class area, 
thereby joining the proletarian struggle. 
This film — virtually made on a 
cooperative basis, without return for 
those involved since it was never re- 
leased — was years later described by 
Ghatak as "politically vocal, maybe 
exaggeratedly so. There was a lot of 
youthful exuberance . . .” 

His last film, Jukti Takko ar Gappo 
(Reason, Argument and a Tale) is a fic- 
tionalised self-portrait, set against the 
tumultuous background of the Naxalite 
uprising in Bengal in the late 1960s and 
early 1970s. Ghatak himself plays the 
drunken, disillusioned intellectual who 
has lost everything and sets off for the 
rural areas where poor peasants are 
fighting landlords. He passes the night 
in a forest, arguing about political ideol- 
ogy and strategy with a group of middle- 
class students who are fighting 
alongside the peasants. At dawn a large 
police battalion arrives and a battle en- 
sues. The Naxalite extremists are wiped 
out and the chief protagonist is killed in 
the cross-fire. 

Through his extraordinarily honest 
self-portrait, Ghatak has made a great 
contribution to world cinema. Never, as 
far as I know, has any other filmmaker 
put himself on full public view, display- 
ing all his weaknesses and political grop- 
ings, his personal aspirations and de- 
feats. Cinematically the film displays 
many flaws and inconsistencies. But 
that too was part of his nature. Polished 
technical virtuosity was the least of his 
concerns, experimentation was one of 
the greatest. | 

hatak was born in.1925 in Dhaka, 
East Bengal, into an artistic family with 
strong leftwing leanings. His father was 
a well-known story-writer, and two of 
his elder brothers were poets and active 
Marxists. His niece, Mahasweta Devi, 
close to him in age and a favourite child- 
hood companion, is considered today to 
be one of India's most powerful socio- 
realist writers. ls 
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years of independence — manifests it- 
self in many ways. According to one 
Bengali nationalist, Ershad has done 
everything short of calling Bangladesh a 
religious state to foster an Islamic iden- 
tity. As far as literaturé is concerned, 
textbooks feature mainly Muslim au- 
thors. Many schools now have compul- 
sory Arabic reading and religious in- 
struction. And, according to a Bengali 
scholar, religious textbooks tend to start 
with such sentences as *Islam is the only 
true religion in the wórld." The classic 
Bengali translations of the Ramayana 
and the Mahabharata are not taught in 
Bangladesh. 

Leaving aside the sometimes rough 
treatment Hindus are said to suffer in 
Bangladesh, the emphasis on Islamic 
traditions severely limits Bengali cul- 
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Ghatak’s Bengali background is all- 
important to our understanding of the 
irs. his politics and his cinema. This 

ighly fertile region suffered earlier and 
more intensely than most others under 
British rule and, as a result, it became 
one of the Subcontinent's principle 
fountainheads of revolutionary thought 
and activity. The local economy had 
been totally disrupted by the colonisers 
who had created a system of large land- 
ownership and taxation never before 
known. 

In 1905, Lord Curzon brought about 
the administrative partition of this pro- 
vince — a measure which drove many of 
the educated middle class towards ex- 
tremist politics: During World War II , 
Bengal provided a base for the Allies in 
their battle against the Japanese. In 
1944-45, food prices rocketed as a result 
of shortages — rice was being dis- 
patched to Allied troops, and the Great 
Famine started. Approximately 10 mil- 
lion people died. 

Ghatak's ‘consciousness received a 
great jolt. While not joining the com- 
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ture. The same is true, of course, on the 
other side of the border, were the Hindu 
heritage of the 19th century bhadralok 
is stressed. The frantic search for what 
makes East and West Bengalis different 
leads to occasional animosity, a some- 
times forced disdain for each other's 
achievements and, too often, in plain ig- 
norance. 

A well-known publisher in Calcutta 
said that there was no rivalry between 
West Bengali writers and those in 
Bangladesh, as “rivalry can only exist 
among equals." It is à common attitude, 
even though some West Bengali scho- 
lars put Bangladesh poets on a par with 
those in Calcutta. A lady in Dhaka, a 
week later, told me, with defensive 
pride, that *we hardly know about Cal- 
cutta writers here." Again, a common 
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munist party, he became an active Mar- 
xist, “a close sympathiser, a fellow 
traveller”, as he described it. He began 
writing short stories of protest and be- 
came associated with the progressive 
theatre movement which toured the 
countryside performing plays intended 
to promote social and political con- 
sciousness among the people. 


] n 1947, a political event occurred that 
shook him, quite literally, to his very 
roots — an event that was to haunt him 
for the rest of his days and become the 
predominant obsession of his cinema. 
His beloved Bengal was partitioned be- 
tween two separate nations. Indepen- 
dence had demanded a terrible price — 
the severing of a land where people are 
Bengalis first, united by a common lang- 
uage and culture, and Hindus and Mus- 
lims a distant second. 

Ghatak squarely blamed partition 
for Bengal's subsequent economic col- 
lapse and he never forgave those he held 
responsible — the outgoing British rul- 
ers and their incoming Indian counter- 
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opinion, but she was not being entirely 
candid. Most Bangladeshi writers admit 
to being highly conscious of the Calcutta 
literary scene. It is a cónsciousness, 
though, that tempts people to close 
their minds, and sometimés, as in the 
case of the cinema, their borders. 

A border drawn along religious 
lines, with antiquated snobbery on one 
side and a defensive nationalism on the 
other, prohibits the kind of synthesis 
and mutual enrichment necessary to 
give Bengali culture the significance it 
deserves, if only because the language is 
spoken by 140 million people. There is, 
however, one positive sign that ordinary 
people may be wiser than their leaders: 
West Bengalis like to watch Dhaka TV, 
while Bangladeshis often tune in to In- 
dian TV. oO 


parts. The creative outlet for his rage 
became the Indian People’s Theatre As- 
sociation for which he acted, directed 
and wrote plays, as well as translating 
some of Brecht’s works into Bengali. 

Ghatak was always excited by the di- 
rect mass communication that theatre 

rovided. But he soon began to find it 
insufficient. He was fired with an urgent 
need “to present to the Bengali people 
this miserable, impoverished face of di- 
vided Bengal, to make them conscious 
of their own existence, their past and 
their future.” He was categorical that he 
did not become a filmmaker because he 
fell in love with the medium, but be- 
cause it offered him the possibility of 
reaching millions at the same time. 

Ghatak left behind only a small body 
of work. In a career span of almost 25 
years, he had managed to complete only 
eight feature films and a handful of 
short films and documentaries. Distri- 
bution of his penultimate film, Titash 
Ekti Nadir Naam (A River Called 
Titash) is controlled by the Bangladesh 
Government, and consequently it has 
rarely been screened in India in its prop- 
erly edited form (Ghatak was a master 
editor, claiming that his films were 
made on the editing table). 

Those who have seen this version 
claim that it is one of his finest works. 
Based on a well-known novel, it relates 
the story of a fishing community on the 
banks of the River Titash in pre-parti- 
tion East Bengal. In documentary man- 
ner, it records the lives and customs of 
these hardy people. Interspersed with 
this are dramatic episodes from the lives 
of the characters. Ultimately the river 
dries up and the people are forced to 
seek a livelihood elsewhere. “Gentle- 
men” from the big city take over the 
land and turn it into paddy fields. 

Despite the profound pessimism ex- 
pressed in this film, Ghatak was not a 
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prophet of despair. He firmly believed f - 


that the people's will would one day win f" 


their war against exploitation and op- 
pression. At the end of almost all his 
films there is a happy, optimistic child, 
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survival and also for the reunification of 
the two Bengals. 

In addition to Marxist writings, 
Ghatak was greatly influenced by Jung's 
theories of the collective unconscious 
and the mother complex which con- 
firmed his own speculations on arche- 
types of the Indian psyche, espe- 
cially those of his native soil. Bengal is a 
matriarchal culture where the mother- 
goddess image has been traditionally 
worshipped in both her benevolent and 


_ terrible forms. Ghatak was firmly con- 


vinced that the image of the "Great 
Mother" permeated his own and his 

ople's consciousness at every level, 
including the political. But as a Marxist 
thinker he is critical of the innocent, 
“unmechanical” attitude that prevails in 
a pre-industrialised society. 

Ghatak's violent emotions regarding 
artition are expressed in a trilogy of 
Ims that he shot in the early 1960s. All 

of them deal with the economic and 
moral decline of middle-class characters 
who have been uprooted by this politi- 
cal event. The first, Meghe Dhaka Tara 
(The Cloud-Capped Star) centres 
around a young woman who sacrifices 


d 


her education, her marriage and health 
to support her family whom impoverish- 
ment has made selfish and grasp- 
ing. 

The film comes to a stunning climax 
when the dying girl cries out to her 
brother: *I want to live," as the camera 
zooms across the hills which echo her 
cry. Thus, Ghatak's suffering heroine 
becomes the suffering Bengal. The 
"Great Mother" too cries out her desire 
to live. 


he next of the trilogy, Komal Gan- 

dhar (E Flat Minor) is based on 
Ghatak's own experience with the pro- 
gressive theatre movement. Like all his 
films, it is structured on several levels: it 
is a story of love and of commitment to a 
cause, in which the inner conflict of the 
heroine is equated with the conflict of a 
divided Bengal; it is a document of his- 
tory which exposes the causes of failure 
of the theatre movement and, there- 
fore, by implication, of the communist 
party; itis an exploration of myth and its 
relationship with the present. The film 
ends on a note of great optimism as the 
hero and heroine join bands on the 
banks of a river which divides the two 
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The City of Joy by Dominique Lapierre 


T2 most people Calcutta is not asso- 
ciated with literature or decaying 
imperial splendour, but with poverty. 
The common image of the city is that of 
pavements filled with living corpses, 


- gnawed by giant rats; of families sifting 


through rotting refuse; of mutilated 
beggar children. It is an image which is 
both horrifying and fascinating — 
human degradation always is. 
Dominique Lapierre, a French jour- 
nalist who tosses off bestsellers the way 
others write articles, has a flair for 
dramatic subjects. And he has tackled 
this one with his customary flam- 
boyance. His story is set in what was one 
of the worst slums of Calcutta, or, more 
precisely, Howrah, a twin city across the 
river. People named it the City of Joy. 
Lapierre, through countless inter- 
views, wove together the stories of 
about a dozen people, who all end up 
knowing each other in the City of Joy. 
They include a Bengali rickshaw-puller, 
a French priest, who later becomes an 
Indian, a Jewish doctor from Florida, a 


l1 young woman from Assam, a jealous 
= eunuch and a lecherous leper. 


They all feature in a large number 
of spectacular scenes, which show 
Lapierre at his best and his worst. There 
is an excellent description of a drunken 


" _ leper wedding, when “those lepers who 
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Life in the slums of Joy 


. Doubleday, New York. US$17.95. 


still had limbs leaped to their feet and 
began to dance. Stumps joined stumps 
in a frenzied farandole that snaked its 
way around the courtyard to the 
laughter and cheers of all the others 

resent.” If it were not so grotesque, 
it could be straight from a Holly- 
wood film. 

This approach can be 
disastrous, too, however, 
as in a description of the young Ameri- 
can doctor, tired of slum life, cavorting 
with a glamorous, young, rich Indian 
lady: “Having danced a few steps, the 
Indian woman and the American had 
drifted gently toward the soft cushions 
and silken sheets of the four-poster 
bed.” It is a scene straight from the 
script of an Indian Emannuelle. 

One wonders whether, despite the 
endless interviews and exhausting re- 
search, things really happened this way. 
These doubts are strengthened by the 
information that “I have purposely 
changed the identities of some charac- 
ters and certain situations.” Which 
characters, which situations? 

Although life in Calcutta is undeni- 
ably dramatic and colourful, Lapierre’s 
descriptions are perhaps a little too 
dramatic, as if he only wishes to lead the 
reader on a breathless tour of spectacu- 
lar highlights: festivals, violent deaths, 
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Bengals, symbolic of the reunification 
which Ghatak fervently believed to be 
both essential and inevitable. 

The last of the trilogy, Subarnarekha 
(The Golden Line) is the grimmest of all 
his films. It is the epic story of Sita, a 
young refugee who is forced into pros- 
titution by a series of shatteringly 
melodramatic events. Her first client 
turns out to be her brother and she com- 
mits a bloody suicide. Ghatak is merci- 
less in this film, taking to task every- 
thing and everyone responsible for the 
tragedy of his characters’ political, so- 
cial and economic betrayal: Hindu or- 
thodoxy and the caste system, the 
dangerous lure of middle-class comforts 
and respectability, and the new class of 
industrialists and their managers who 
have taken control of the Indian econ- 
omy. 

Juxtaposed with all this is a further 
exploration of the archetypes of myth. 
The name Sita originally means “virgin 
land." Thus Ghatak's Sita becomes a 
symbol of the “raped” Bengal. She is 

estroyed by violence. According to 
myth the earth will take her back. But 
she will return, as the cycle of life is per- 


petual, o 











cataclysmic weather conditions, sex in 
silken sheets. The main guide in this 
bizarre circus is not Lapierre, but the 
priest, whose views are as overheated as 
the author's prose. To him “the City of 
Joy and Bethlehem were one and the 
same place.” When he first sets foot 
among the poorest of the poor he was 
“so deliriously happy, I could have 
walked barefoot over hot coals.” 

What surprises the author — and his 
Western characters — is that life goes 
on, even when people have to eat gar- 
bage or see their bodies rot away. It is 
not a startling insight. Life went on even 
in Nazi camps. The point could have 
been made more subtly, however, if the 
author and his priest had been less de- 
liriously happy witnesses. —lan Buruma 
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Malaysia is among the first nations in the world to use advanced displays in an air defense system. The 
new automated Malaysian Air Defense Ground Environment incorporates HPD-4000 large-screen 
displays. The display projectors, built around a patented device called a liquid-crystal light valve, 
provide commanders with easy-to-read maps, charts, and text in formats up to 15 feet square. MADGE, 
built by Hughes Aircraft Company, allows Malaysia to detect and identify all civilian and military 
aircraft approaching its airspace. It also uses advanced data processing equipment, new 
communications, and a modern three-dimensional long-range radar. 


A high-frequency tactical radio for military vehicles and base stations is proving extremely reliable in 


the field. Operating on average more than 3,000 hours between failures, the AN/GRC-213 high- 
frequency radio makes extensive use of large-scale integrated circuits, conservatively rated 
components, and proven military equipment packaging techniques. Should it need repairing or 
maintenance in the field, an operator can replace any of the three basic subsystems in seconds. The 
average repair time in the field is less than 30 minutes. In production at Hughes for the U.S. Army, 
Navy, Marine Corps, and Air Force, the AN/GRC-213 is available for international needs. 


Designed for easy installation and maintenance, a helicopter night vision system cuts life-cycle costs 


and downtime. The Hughes Night Vision System (HNVS) is a low-cost, forward-looking infrared 
(FLIR) system that provides excellent imagery and object detection in any visibility condition, day or 
night. The system is compact, lightweight, and totally comprised of a few interchangeable units and 
assemblies. Installation is fast and units may be switched between aircraft within minutes. A proven 
avionics interface, programmable software formats, and extensive built-in and fault-isolation testing 
provide fast set-up, easy modification, and simplified maintenance. 


TOW missiles are being modified to have an even greater armor-piercing capability. The Improved 


TOW, or ITOW, carries a five-inch diameter warhead incorporating advanced technology. The improved 
wire-guided missile has approximately the same weight and size as the basic TOW, but includes a probe 
on the nose of the missile for standoff detonation. The ITOW warhead can be retrofitted on all basic 
missiles and requires no changes in the launcher or guidance hardware. Hughes builds missiles in the 
TOW family for the U.S. Army and Marine Corps and over 30 nations. 


Hovering helicopters and fast low-flying aircraft can be detected quickly and precisely by a mobile 


battlefield radar. The Low Altitude Surveillance Radar (LASR) is an advanced radar designed to help 
protect front-line troops and armor. It radiates pencil-thin beams from an electronic-scanning, rotating 
antenna to provide 360-degree coverage. LASR detects threats the moment they pop up on the horizon, 
filtering out clutter caused by terrain or electronic countermeasures. Hughes LASR systems are being 
built for use with Norwegian Hawk anti-aircraft missiles. 


For more information write to: P.O. Box 45068, Dept. 755-3, Los Angeles, CA 90045-0068 USA 


© 1986 Hughes Aircraft Company 


Subsidiary of GM Hughes Electronics 
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Financial markets around the 
world are changing, and be- 
coming more interdependent. 
That’s particularly true in the 
Asia-Pacific region, where the 
potential for growth is one of 
the highest in the world. 


With corporate finance special- 
ists headquartered in the areas 
major financial centers, Morgan 
Guaranty is strategically posi- 
tioned to find new opportunities 
throughout the region and make 
them work for clients. 

Here are examples of how 
we're using this focused strategy 
and the expertise in our Asia- 
Pacific network to capitalize on 
market developments. 





Japan. Recently Morgan 
Guaranty Ltd put together a Y5 
billion syndicated loan to China 
International Trust and Invest- 
ment Corporation, the first trans- 
action of its kind arranged for a 


borrower in the Peoples Republic. 


Morgan was lead manager for 
the transaction, together with a 
key Japanese insurance company 
and a major Japanese bank. 
This financing involved a series 
of cross-currency swaps, and was 
coordinated with several Morgan 
Guaranty offices in the region. 
Hong Kong. late last vear for 
Hong Kongs Mass Transit Rail- 
way Corporation we structured a 
HK$700 million issue that fea- 
tured 10-year bearer participation 





certificates, exchangeable at the 
holders option into one-vear cer- 
tificates. This issue introduced 
the exchangeable structure to | 
Hong Kong dollar and fixed-rate 
markets. | 

Australia. When Comalco Ltd. 
acquired the U.S. aluminum 
assets of Martin Marietta in 1985, 
Morgan Guaranty Australia Limi- 
ted was Comalcos advisor on struc- 
turing the overall financial pack- 
age for the acquisition, which was _ 
valued at about US$400 million. 
Morgan Guaranty in New York also 
acted as agent for a US$115 million 
syndicated bank credit that pro- 
vided part of the funding, 

Singapore. To capitalize on op- 
portunities in the regions rapidly 





growing financial markets, Bank 
Ekspor Impor Indonesia wanted 
to establish a foreign exchange 
ind money-market unit for its ex- 
nding international network. 
Bank Ekspor Impor gave Morgan 
Guarantys Singapore office a con- 
tinuing assignment that has in- 
cluded setting up training pro- 
grams, and designing and imple- 
menting management controls 
and systems for trading,operations, 
and communications activities. 
Corporations, governments, 
and government agencies call on 
Morgan Guaranty for a unique 
combination of strengths: 
Market-making. Morgan is 
active in all major capital markets 
—and a market-maker in foreign 





currencies, bullion, Eurobonds, 
government bonds, and swaps 
of all types. 

Advisory services. Our corpo- 
rate finance experts and our 
Financial Advisory Department 
help clients with capital structure 
analyses, joint ventures, growth 
strategies, mergers and acquisi- 
tions, and alternative financing 
techniques. We have more than 
100 professional analysts in of- 
fices around the world. 

Capital strength. Every trans- 
action we do is backed by Morgans 
financial strength —over $5 billion 
in primary capital. This enhances 
our role as principal and can re- 
duce client costs and risks in trans- 
actions we arrange. 


-Pacific region 


Innovation. Morgan is known 
for structuring innovative, lower- 
cost financings that meet bor- 
rower and investor needs alike. 
For two consecutive vears, our 
major competitors, in a poll bv 
Euromoney, have voted Morgan 
the most innovative firm in the 
capital markets. 

Call in Morgan. Ask how we 
can put our corporate finance 
strength to work for you. 
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Morgan Guaranty Trust Company 
of New York, with principal Asia- 
Pacific offices in Tokyo, Hong 
Kong, Melbourne/Sydney, and 
Singapore. 





Morgan Guaranty 











Because the Far Eastern Economic 
Review has the largest and most 
highly qualified editorial staff of 
any publication in Asia, its readers 
recognise that it is the unchallenged 
voice of authority in Asia. 

People in power, the right people, 
turn to the Review for its unrivalled 
coverage of Asian affairs. 

Advertisers of quality products 
and services who have something 
important to say talk through the - 
Heview. 

They know that when the Teven 
speaks, the right people listen. 








Unparalleled i indien in Asia. 
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Politics take the upper hand in exchange rates 


Yen at the summit 


By Bruce Roscoe in Tokyo 


| n spite of concern expressed by Japan- 
ese Prime Minister Yasuhiro Naka- 
sone at the yen's appreciation to a re- 
cord high of ¥175.5:US$1 on 17 March, 
the currency's strength represents a 
continuation of the manipulation put 
into effect in September by the Group 
of Five (G-5) industrial nations, Japan- 
ese bankers and securities sources 
agree. It may also foreshadow the 
collapse of the floating-currency sys- 
tem introduced in 1973. Neither the 
yen nor the dollar has been allowed 
to "float" for six months, and the 
present round of intervention 
is set to continue at least until 
the end of the Tokyo summit in 
May. 

Even before the first G-5 meet- 
ing, Japanese economic-research 
institutes were forecasting a 1986 
average exchange rate of *170- 
180:US$1. This was generally cal- 
culated on the basis of the com- 
parative strength of US and Ja- 
panese industry. When it became 
clear last year that Japan’s capital 
outflows, mainly into US-securi- 
ties investments, would continue 
to depress the yen, political inter- 
vention was seen as the surest way 
of adjusting the currency to a level 
commensurate with fundamental 
economic indicators such as ex- 
port performance. By interven- 
tion, the Bank of Japan (BoJ, the 
central bank) directly sells dol- 
lars, while the US Federal Re- 
serve buys yen. 

Thus, Japanese bankers are 
now describing the current yen- 
dollar relationship as a “political 
exchange rate.” The steep rise of 
the yen, they say, means that the 
G-5 finance ministers’ agreement 
is still working, not breaking down. 

But while the Japanese Govern- 
ment says it supports a higher yen, it 
believes the currency is appreciating 
too quickly. To slow (but not reverse) 
the yen’s rise, Nakasone has instructed 
his cabinet to devise a set of short- 
term policies to help affected busi- 
nesses. These are to be announced in 
April and may include a further half- 
point cut to 3.5% in the BoJ's official 
discount rate. The government is also 
under pressure from both foreign and 
domestic interests to deregulate prop- 
erty controls, bring forward public- 
works projects and issue construction 
bonds. While all of these would raise 
domestic demand, Nakasone has indi- 
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cated continued adherence to policies of 
fiscal austerity as opposed to more de- 
ficit financing. 

Some currency analysts are now 
blaming the yen's rapid rise on cheaper 
oil, rather than the G-5 intervention 
gone awry. The economic ministers of 
Japan, the US, Britain, West Germany 
and France who set the G-5 process in 
motion could not have incorporated the 
oil-price factor into their calculations. 
But this year savings on oil are expected 
to boost Japan's trade surplus by 
US$10-20 billion, not to mention the 
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savings on raw-materials imports made 
possible by the strong ven. 

Currency markets appear to be send- 
ing the yen higher in anticipation of an 
even bigger trade surplus. This could 
explain why Japanese trade officials re- 
cently have expressed alarm at the sud- 
den drop in oil prices and called for 
"price stability," when a normal reac- 
tion might have been to jump for joy at 
the windfall profits. 

Another cause at work in current ex- 
change-rate play is Japan's capital out- 
flow, particularly investment in US 


Doing down the dollar: page 82 
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Tokyo money traders: anticipating trade surplus. | 


securities by Japanese life-insurance 
companies and other financial institu- 
tions. On paper, Japan's top 23 life-in- 
surance companies have taken an esti- 
mated loss of ¥1 trillion on their US- 
dollar denominated investments. These 
companies have been allowed to invest 
up to 1096 of total assets abroad. Minis- 
try of Finance (MoF) figures put their 
total assets at end-January at Y 52.2 tril- 
lion, of which *4.8 trillion — or an 
average of 9.3% of total assets — is 
salted away overseas. 

On 17 March, however, MoF rai 
the limit to 25% and extended the 
range of investment instruments 
to include non-resident issues of 
yen-denominated securities. In a 
separate move announced at the 
same time, the ministry advised 
life- and casualty-insurance com- 
panies that they could increase 
their foreign-currency savings to 
25% of total assets. 


hile there is some disagree- 

ment over whether the 
MOF's decision constitutes a liber- 
alisation or a new restriction 
(some major life-insurance com- 
panies are nearly at the 2576 limit 
in the case of foreign-currency de- 
posits), what is agreed is that the 
insurance companies’ capital- 
exports will continue to grow, 
thus contributing to government 
efforts to stabilise the yen. This is 
because their assets are rising 
at an annual rate of around 15%, 
allowing for that much more 
foreign investment. Securities 
sources put their increased 
foreign investment this year at 
^| F400 billion. 

A Meiji Life Insurance execu- 
tive told the REVIEW that as long as the 
interest-rate differential between US 
Treasury bonds and Japanese bonds ex- 
ceeded three percentage points, Meiji 
would continue to invest in the US re- 
gardless of the exchange rate. Other in- 
surance companies took a similar view, 
stressing that their investments were 
long-term and did not take short-term 
currency movements into too much ac- 
count. 

Japan's total capital outflow is fluc- 
tuating widely, suggesting that a 
number of factors may be at play in de- 
termining the volume of funds shifted 
into overseas markets. Despite (or be- 
cause of) the firm yen, the net outflow in 
January rose by nearly US$3 billion 
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over the December 1985 figure. In the 
case of insurance companies, fund man- 
agers appear caught in a situation where 
they cannot withdraw their funds from 
overseas markets without taking actual 
losses, but are nonetheless tempted to 
channel more money overseas for possi- 
ble exchange-rate gains while the dollar 
is so low. 

Most Japanese banks’ foreign invest- 
ments do not show up in capital-outflow 
figures because of restrictions on buying 
foreign bonds with yen. Spokesmen for 
Sanwa and Sumitomo banks said they 
were continuing to raise Eurodollars for 
investment in US securities, 

While Japanese exporters predicta- 
bly are complaining of shrinking profits 
and calling for the government to give 
them low-interest loans, as yet there are 
few signs that US exporters are doing 
any better in Japan than they were be- 
fore the dollar began to fall. Trade de- 
nominated in US dollars allows Japan- 
ese importers and distributors to in- 
crease their profits by holding selling 
prices steady as the yen rises. The only 
alternative is for each US exporter to 
negotiate a higher dollar price or per- 
suade the Japanese importer to at least 
halve the exchange-rate profit. The role 
of Japanese trading houses, which ac- 
count for just over 50% of all Japanese 
imports, as currency speculators operat- 
ing on razor-thin magins may have been 
overlooked by US trade officials. 

Failure on the part of US exporters 


Doing down 
the dollar 


Washington would be happy to 
see the yen strengthen further 


By Mark Tran in Washington 


J apan can expect little help from the 

S in stemming the steep ascent of 
the yen. Indeed, US officials would wel- 
come a further rise in the yen against the 
dollar. US Treasury Secretary James 
Baker called the dollar’s slide against 
the yen “good news for exporters.” The 
one note of discord came from Federal 
Reserve Board chairman Paul Volcker, 
who expressed some concern at the rate 
of the dollar’s fall. 

US officals are being coy about the 
desired yen/dollar rate: “That is for the 
markets to decide,” said one Treasury 
official. This seemed rather disingenu- 
ous since it was concerted action on the 

of the G-5 p last September 
P hich recipitated the dollar's fall. 

Volcker was worried enough at the 
prospect of too steep a decline in the 
dollar that he wanted to delay a cut in 
the US discount rate until foreign banks 
cut their rates first. In what is seen as a 
significant erosion of his grip on the 


to negotiate much higher dollar prices 
or move higher volumes of product at 
old prices may well undermine the ef- 
forts of monetary authorities to hit the 
dollar. That could be the final irony of 
the G-5 scheme. Japan is already the 
US' second-biggest export market 
(after Canada), taking US$22.6 billion 
of an export total of US$213.1 billion in 
calendar 1985. Imports from Japan of 
US$72.4 billion produced a deficit of 
US$49.8 billion. Japanese . trade 
analysts would argue that much of that 
surplus is structural, meaning it results 
in large part from the shift of US man- 
ufacturing to Japan and other Asian 
countries. Sales of many US products in 
Japan (for example, Japan-built IBM 
computers) do not register as product 
exported from the US. 


According to the US Commerce De- 
partment, the 1986 trade deficit 
is expected to “hover around last year's 
US$148.5 billion level." So while politi- 
cians evidently prescribe a strong yen as 
the panacea for declining | industrial 
competitiveness, at least some trade of- 
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board, Volcker was outvoted by the rest 
of his colleagues. It was only the second 
time in recent years that a Fed chairman 
had been overruled. 

Volcker's position may have been 
futher undermined by the resignation of 
his ambitious deputy, Preston Martin. 
Historically, Fed chairmen are appoint- 
ed from outside the board and there was 
speculation that Martin was positioning 
himself to take over from his former 
boss. The two men have carried on a run- 
ning feud, with Martin pressing for lower 
interest rates while Volcker is wary of 
moves which might fuel inflation. 

In the short term, Martin's departure 
should mean good news for the yen 
since Volcker can have a freer hand 
to brake the dollar's slide if he wishes. 
But in the long run, if Martin inherits 
Volcker's mantle, the dollar could 
face a period of uncertainty. Volcker, 
despite criticism, is widely respected 
for his acumen and for having won 
the battle against inflation. Martin 


ficials see no immediate results from 
currency realignment. And in the case 
of US exports to Japan, there is another 
structual factor inhibiting export 
growth. 

As the US Commerce Department's 
Office of Trade and Investment 
Analysis notes, virtually all of the 1985 
deterioration in the US trade balance 
reflected a widening in the manufac- - 
tures-trade deficit. Yet if a low dollar 
prompts any growth-in US exports to 
Japan, that growth.is most likely to 
occur in agricultural products, which 
constitute the bulk of exports to Japan. 
The US has had least success in export- 
ing manufactured products to Japan for 
reasons as much related to design and 
quantity as price. 

But in any case many Japanese 
manufacturers do not seem to be- 
lieve US companies are capable of 
staging an export onslaught with the 
aid of the low dollar. They are. far 
more worried about the prospect of 
chéap manufactures pouring in from 
South Korea, Taiwan, Singapore and 
other newly industrialised countries 

(NICs) whose currencies are 

tied to the US dollar, giving 

them the same export advan- 

tage in Japan as US companies, 

, and a stronger position than Ja- 

panese companies in overseas 
markets. 

Since G-5, the South Korean 

won has fallen 24% against the 


does not command the same re- 
spect. 

Volcker, however, did get his 
colleagues to hold off on the in- 
terest-rate cut until a coordinated 
worldwide move could be arrang- 
ed. The board agreed and it was 
left to the West German Bundes- 
bank to take the lead. It was the 


REVIEWGRAPH by Andy Tang — Cut in the discount rates that 


triggered the latest plunge of the dollar. 

Although US officials decline to give 
their desired yen/dollar ratio, there is a 
consensus international econom- 
ists that the yen should eventually ap- 
preciate to about 160 to the dollar. The 
director of the Institute for Interna- 
tional Economics, Fred Bergsten, told a 
meeting of the Japan Society in New 
York in March that most economists be- 
lieved the yen should appreciate at 
about 5?5 annually until 1990 to avoid 
the creation of a new imbalance. 


B: Bergsten's calculations, the US 
bilateral deficit with Japan would 
decline by about US$8 billion for every. 
10% appreciation of the yen against the 
dollar. At ¥180:US$1, which was the 
rate at the time of Bergsten's remarks, 
he expected a fall by or so of about 
US$20 billion in the bilateral imbal- 
ance. This would still leave the gap at 
about US$30 billion in the absence of. 
other measures. ! 
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yen, the Hongkong dollar 27%, and the 
Singapore dollar, 22%. South Korean 
and Taiwanese exports to Japan were 
sharply up in January and February, 
and trading companies report much stiff- 
er competition with NICs for steel and 
industrial-plant exports to third-country 
markets. | 

Forecasts on the direction of the yen 

“are mixed, but many Japanese business 
leaders predict it will stay at around 
*Y 170-180:US$1 or even higher as the 
summit approaches; but drop towards 
the end of year. Shigetada Miyazaki, 
general manager of Mitsubishi Bank's 
economic-researeh division, sees no 
abrupt change until the end of the 
May summit, but expects the dollar to 
bounce back to ¥200 by the end of 1986. 
Marubeni Corp.'s director for finance 
and accounting, Tadashi Kuramochi, 
sees a year-end rate of around ¥180- 
190, with the yen possibly rising to 160 
to the dollar at the time of the summit. 
Nikko Research Centre's chairman, 
Michiya Matasukawa, similarly sees the 

en at around 170 to the dollar by De- 
cember, but he does not believe it will 
go higher than that by the summit. 

One of the most radical long-term 
forecasts comes from a senior research- 
er at the US Brookings Institution who 
has told Japan's Nihon Keizai financial 
daily that over the next three to four 
years, an appropriate rate would be 
¥ 100-130:US$1, in view of the Japan- 
US trade imbalance. oO 


The fall of the dollar was also consi- 
dered a healthy antidote to protectionist 
pressure on Capitol Hill. Some benefits 

. were being detected in the American 
economy, particularly for manufactur- 
ers and exporters. But these companies 
have enormous ground to make ee 
steep rise of the dollar from 
py priced US manufactured goods 

agriculture out of many markets, in- 
cluding Japan. 

Now the boot is on the other foot 
with the dollar tumbling to the lowest 
rate against the yen since World War II. 
Small and medium-sized Japanese firms 
are crying out for government help. But 
the response from some American 
quarters is unsympathetic. Bergsten 
points out that the current clamour 
suggests that some portion of recent Ja- 
panese exports was totally uneconomic 
and emerged only because of the sub- 
stantial undervaluation of the yen. 

After some initial US concern at Ja- 
panese loans to these companies, it was 
realised that the amount of help was in- 

t. One US official told the 
REVIEW that it was a non issue. The 
US$1.5 billion provided annually to 
these firms, it was pointed out, when 
broken down works out at US$100 a 
firm a month. Unless there was a big ex- 
pansion in government help, the pre- 
sent amount could hardly subvert the 
decline of the dollar. Oo 
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ECONOMIC RELATIONS 


Grassroots pressure 


Trade diplomacy between Australia and the EEC becomes heated 


By Hamish McDonald in Sydney 


R elations between Australia and the 
EEC have ‘chilled as worsening 
terms of trade and rising militancy 
among local farmers pushes the Austra- 
lian Government of Prime Minister Bob 
Hawke into sharper attacks on Europe's 
subsidies for agricultural production 
and exports. 

In a move interpreted widely in Aus- 
tralia as a snub, EEC Commissioner for 
External Affairs and Trade Willy de 
Clercq has postponed, indefinitely. a 
visit to Canberra, planned for April, for 
regular ministerial-level talks. 

A spokesmen for the EEC delega- 
tion in Canberra said it was felt advisa- 
ble to defer the talks because the heated 
level of farm protest in Australia was 
not conducive to productive talks. 
While it was conceded that no physical 

rotest had yet been directed at the de- 
egation or missions of member coun- 
tries, it was clear that the Australian 


AUSTRALIA'S 
TERMS OF TRADE 


REVIEWGRAPH by Frank Tam 


Government was under pressure to take 
a tough line. 

The EEC has, meanwhile, made no 
move to discourage Hawke from visit- 
ing Brussels for talks with EEC Presi- 
dent Jacques Delors on 19 April, as part 
of an 11-day tour of the US and Europe. 
After talking with senior ministers, 
Hawke himself has decided to shrug off 
any slight implied in postponement of 
the de Clercq visit. 

Since taking office in March 1983, 
Hawke has sought to avoid the kind of 
loud and blunt criticism of the EEC's 
Common Agricultural Policy (CAP) 
made by his predecessor, Malcolm 
Fraser, which led to a rupture in 
dialogue between Brussels and Can- 
berra rather than any perceptible 
weakening of European — for 
the CAP. The departure of Fraser 
brought sighs of relief from the Euro- 
pean bureaucrats. But it now seems 
that Hawke, too, has outworn his wel- 
come. 


DaN 


Instead of jawboning, Hawke and 
Minister for Primary Industry John 
Kerin elected to attack the CAP with . 
logic, partly through a study of the po- | 
licy's cost in terms of subsidy and off- | — 
farm employment for EEC member 
countries, published last yee by Can- 
berra’s Bureau of Agricultural Econo- 
mics. This put the cost of the policy to” 
European taxpayers and consumers at 
US$47.4-55.3 billion over the previous 
decade. | 

The postponement of the de Clercq 
visit came just as Canberra went a step 
further with the appointment of a 
former head of the Primary Industry | - 
Department, Lindsay Duthie, as special | 
trade representative to Europe, based | - 
in Brussels, with full ambassadorial 
powers to roam European capitals and 
argue against the CAP. 

This pese to side-step the com- 
munity's headquarters may well have 
added to resentment among EEC offi- 
cials at the Hawke government's refusal 
last year to accord full diplomatic ac- 
creditation to the EEC delegation in 
Canberra, whose members remain 
accredited only to the foreign minister 
rather than the head of state and, 
thereby, do not qualify for many —* 
lomatic privileges. However, the EEC 
spokesman in Canberra said the timing 
was only coincidental. 

Domestic pressures will force 
Hawke, Kerin and Trade Minister John 
Dawkins to keep —— the Euro- 
peans. Recently released figures show 
that Australia’s terms of trade have 
worsened drastically during the past 
year, as prices for food and mineral ex- 
ports slide while prices of manufactures- 
dominated imports hold up. 

The worsening ratio particularly af- 
fects the farm sector, which exports 
about 80% Of what it produces. Re- 
ceipts from Sales of wheat, sugar and 
other commodities are down, while the 
cost of farm machinery and other inputs 
has risen. The Bureau of Agricultural 
Economics estimates that some 30-40% 
of Australia’s 175,000 farmers are cur- 
rently earning no income from farming. 
Many are sliding further into debt, wit 
farm debt up’21% in the year to June 
1985. 

Forced sales of farms have brought 
an atmosphere of despair and revolt in 
country aréas, p in belts 
where low rainfall narrows the margins 
of success and failure at the best of 
times. Farmer demonstrations have put 
pressure on federal and state govern- |. - 
ments to cuf faxes and levies onthe farm | 
sector, and falling oil prices have pro- | - 
— — 
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| vided one important avenue of relief 
. (REVIEW, 6 Mar.). 


So far, rural militants have dumped 
loads of wheat on the road outside Can- 
berra's Parliament House rather than, 
say, the French ambassador's front 
lawn. EEC politicians can be thankful 
that Australians do not settle their 
domestic differences sufficiently for 
Australian missions' resolve to be stif- 
fened by noisy demonstrations at home 
(as Japanese farm lobbies "encour- 
aged" their official team in recent beef 
and citrus negotiations). 

Nor, apparently at any level, have 
trade boycotts of European products 
been seriously proposed. Australian 
domestic airlines, for example, are val- 
ued customers and market leaders for 
Airbus Industrie, Fokker and British 
Aerospace but even the state-owned 
Trans Australia Airlines has been able 
to choose its mainstay Airbus fleet free 
of political interference. 

However, EEC agricultural policies 
are seen as the root cause of the weak- 
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ness of farm commodity prices, particu- 
larly in temperate-zone products. Aus- 
tralia has managed some small victories 
in stemming the flow of subsidised 
European goods, particularly with the 
agreement worked out a year earlier 
that the EEC would not invade Austra- 
lias “traditional” beef markets in 
Japan, South Korea, Singapore, Malay- 
sia and Taiwan. 

However, on larger issues the Euro- 
peans have remained obdurate, and to 
Australia's alarm this has increasingly 
drawn the US into matching subsidisa- 
tion, particularly through the US 
Export Enhancement Programme 
(REVIEW, 16 Jan.). 


Pp rotests by Australia and other agri- 
cultural exporters, including Thai- 
land (REVIEW, 23 Jan.), encouraged an 
amendment to the new US Farm Act in 
March, less than three months after the 
original legislation was passed, that 
halves projected subsidies of wheat, rice 
and other items to US$1 billion. How- 


Freedom to go broke 


China's first candidates for bankruptcy await a new law 


By Robert Delfs in Hongkong 


Fo market forces to achieve the de- 
sired effects of stimulating produc- 
tivity, efficiency and innovation, enter- 
prises must be allowed to fail as well as 
succeed. The concept of bankruptcy, 
however, poses special problems for a 
socialist economy. After several years 
of mostly internal debate, the outlines 
of a Chinese bankruptcy formula are be- 
coming clear, and sources in Peking say 
that a bankruptcy law may be promul- 
gated as early as July. The city of 
Shenyang in northeastern Shenyang 
province is likely to be the site of the 
first experiments in bankruptcy pro- 
ceedings. 

The new bankruptcy law is expected 
to apply to all enterprises established or 
incorporated in China. 

Establishing procedures for winding 
down and liquidating failed enterprises 
will complement proposals and experi- 
ments designed to convert state-owned 
enterprises into joint-stock vehicles. 
These envisage placing a larger share of 
decision-making power in the hands of 
intermediate institutions (such as insur- 
ance companies or other enterprises) 
which would have a direct stake in the 
performance of the enterprise, as dis- 
tinct from the short-term interests of 
employees (REVIEW, 21 Nov. '85). 

A more immediate factor, however, 
is the large number of loss-making state 
enterprises in China, which continue to 
be subsidised. Some of these have little 


prospect of recovery. An estimated 


2096 of all state enterprises are believed 
to operate in the red, with net annual 
losses in excess of Rmb 2 billion 
(US$625 million), a figure which 
excludes “planned” losses due to price 
subsidisies by commercial bureaux. 

A basic problem in formulating 
China's bankruptcy law has been to de- 
cide whether the assets of state enter- 
prises, which in theory are owned by the 
people as a whole, may properly be dis- 
tributed to creditors. 

The most detailed picture of the new 
bankruptcy law to appear in the open 
press so far is an article by Sun Yaming, 
advisor to the State Council's Economic 
Legislation Research Centre, which ap- 
peared in the overseas edition of 
Liaowang (Outlook) on 27 January. 
According to Sun, the state's delegation 
and allocation of fixed assets to a state 
enterprise “authorises the enterprise to 
exercise in practice the right to own and 
dispose of its fixed assets. " 

his would normally mean full and 
reasonable use of assets in the creation 
of goods and services, but *when state 
enterprises go bankrupt, they can use 
their fixed assets to pay their debt." This 
does not deprive the state of its owner- 
ship rights, Sun says, which are the 
rights to “administer, supervise and col- 
lect by means of revenue and other 
means a portion of net income... , to 
appoint, approve or select leaders of the 
enterprises . . . and to set up, close, 
combine or move enterprises." 
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ever, the mandatory aspects of the sub- 
sidy remain, and Australia also remains 
concerned about US efforts to market 
subsidised beef in international mar- 
kets. 

The ultimate goal of Australian 
trade diplomacy is to get agricultural 
trade covered by the General Agree- 
ments on Tariffs and Trade, whose 
member countries are due to meet 
later this year for a wide-ranging 
review of the agreement. For some 
years both Fraser and Hawke have 
tried to muster regional backing from 
Asian and Pacific countries for its posi- 
tion. 

While many countries in Asia are net 
importers of commodities affected by 
EEC subsidies, Canberra sees some 

arallel interests. When Dawkins was in 
ashington in February to plead Aus- 
tralian concerns about the new Farm 
Act, a Thai delegation was in town ona 
similar mission. Europe's subsidised 
roduction of vegetable oils affects mar- 
kets for Malaysian, Indonesian and 








By implication, 
suggests that the state, by virtue of its 
operational authority, control over staf- 
fing and right to realise revenue from 


Sun's argument 


enterprise profits, incurs a liability for 
the debts of a state-owned enterprise to 
the extent of the fixed assets it has allo- 
cated, which is consistent with the 
emerging model of the state enterprise 
as a joint-stock firm in which the state's 
interest can be explictly expressed in the 
form of share ownership. 


ds o state enterprises did not have to 
use their fixed assets to pay off debts 
when Oey went bankrupt,” Sun says, 
“while collective and other enterprises 
had to use all their property, the state 
enterprises would be in a special posi- 
tion, which would be extremely unfair.” 

Sun cites a provision in the draft civil 
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vis New Guinean palm oil (REVIEW, 
13 Mar.), and its beet sugar production 
has hit the Philippines as well as 
Queensland. “There is a certain coinci- 
dence of interest m these things,” one 
— trade official in nberra 
said. 


» Shada Islam writes from Brussels: 
Australia is not the only country that 
has run into problems with the EEC's 
increasingly aggressive Common Ag- 
ricultural Policy (CAP). Fighting over 
agriculture has seriously strained 
Europe’s “special” relationship with the 
US and is rapidly souring its trade links 
with agricultural exporters of the Third 
World. 

Deep divisions about the future of 
the CAP have emerged too within the 
EEC itself, with Britain, West Germany 
and Denmark pushing for more checks 
on Europe's rocketing agricultural ex- 
penditure (which currently eats up 
about 70% of the EEC’s US$30 billion 
annual budget), and France, Belgium 





eo’ " . t 
Factory worker: claims precede 


code, which also may be acted on this 
year, which states that "the legal repre- 
sentative of enterprises owned by all the 
people shoulders civil responsibility for 
the property managed and administered 
by them." While this may, as Sun 
suggests, provide a legal basis for bank- 
ruptcy proceedings involving state en- 
terprises, the question of exactly who or 
what is the legal representative of a state 
enterprise remains unclear. 

While most recent articles in the 
Chinese press seem to accept the con- 
cept of the enterprise as a legal person, 
there is ambiguity as to whether this role 
should be further identified with the 
state itself, represented by the factory 
director or the immediate supervising 
state bureau or agency, or whether — as 
with collectives — ownership can be as- 
cribed to the body of staff and workers. 
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and Italy opposed to any major changes 
in CAP's basic objectives. These are de- 
fined by EEC officials as guaranteeing 
“reasonable” incomes for Europe’s 8 
million farmers through high inter- 
vention prices and "ensuring a place 
for Europe on world agricultural mar- 
kets" through the use of export sub- 
sidies. 

The community, say farm experts, is 
determined to maintain, and whenever 
possible, to increase its share of world 
agricultural markets. “We are willing to 
sell to any one who is willing to buy," 
said an aide to EEC Farm Commis- 
sioner Frans Andriessen recently. 
These npo sales tactics appear to 
have paid off: community farm exports 
jumped by an unprecedented 8% last 
year, making Europe the world's sec- 
ond-largest farm exporting bloc after 
the US. 

Doubts about the vast subsidy pro- 
gramme have, however, been voiced by 
the community's development division 
which is trying to prod Third World na- 


The wording of the draft provision, 
moreover, would appear to leave man- 
agement, directors or other parties po- 
tentially liable for recovery of losses if 
they are considered wholly or partially 
invested with the mantle of legal repre- 
sentative. Such liability would discour- 
age innovative and risk-taking enter- 
prise leadership. Similar cases have al- 
ready occurred. The Peking People’s 
Daily reported in February the extra- 
ordinary case of a reformist factory di- 
rector in Yingkou, Liaoning Province, 
who was cleared of charges of economic 
crimes raised by lawsuits brought by the 
secretary and deputy secretary of the 
factory party committee. 


U nder the new law as outlined by Sun, 
an enterprise or company can be 
declared bankrupt if it is unable to repay 
debts which have become due and the 
total debt or irremediable loss ap- 
proaches the registered funds of the en- 
terprise. The authority in dealing with 
bankruptcy cases will be the local 
branch of the People's Court. 

Among the parties which may apply 
to the People's Court to declare an en- 
terprise bankrupt are the creditors of 
the enterprise, local planning commis- 
sions, economic committees, industrial 
and commercial bureaux, finance and 
revenue departments and banks. 

When the court accepts a case, it will 
form a supervisory committee consist- 
ing of members of relevant administra- 
tive departments which will investigate 
the conditions of the enterprise and de- 
termine whether they can be rectified. 
The committee would also convene a 
creditors' meeting to examine creditors' 
claims and consider the enterprise's 
plan for rectification. 

If the committee finds that the enter- 
prise cannot be saved, it will advise the 
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tions to become self-sufficient in food. | 
EEC commissioner for North-South |. 
Links, Claude Cheysson, admitted re- — 
cently that by dumping cheap food on 
world markets, the EEC actually dis- 
couraged food production in the Third 
World. 

“It is difficult to convince countries 
like India to set high incentive prices for — 
local farmers when they can buy cheap - 
food because of dumping by the EEC f 
and others," said Cheysson. 

The community has clearly been put 
off by Australia's appointment of a spe- 
cial trade representative whose specific. 
task, according to reports reaching 
Brussels, will be to “exploit differences" ' 
over agricultural policies between EEC 
member states. 

The gesture has been described as. 
“unfriendly” by EEC officials who say — 
the Australians are “obviously hell bent 
on splitting Europe” on agriculture. 
“It’s just not possible to have construc- - 
tive discussions in such an atmosphere,” 
said one EEC expert. o 
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court. Once the enterprise is declared 
bankrupt, the committee acts as a re- 
ceiver, responsible for maintaining, 
liquidating and distributing the assets. 

Workers’ claims for wages and re- 
venues Owing to the state would take 
precedence in liquidation proceedings, 
with the remaining assets distributed 
among creditors according to their re- 
spective claims as a percentage of the 
enterprise's total indebtedness. How- 
ever, creditors who have insured prop- 
erty of the bankrupt enterprise appa- 
rently have priority over other cred- 
itors. 

Relocating redundant workers has 
been frequently raised as a serious prob- 
lem due to the special sensitivities sur- 
rounding unemployment. It has been 
thought that simply laying off workers 
would be difficult to countenance, par- 
ticularly in the case of state enterprises, - 
since workers arguably bear little or no 
responsibility for the management deci- 
sions or economic conditions which led 
to the bankruptcy. But Sun merely indi- 
cates that the local labour department 
or labour service companies should try | - 
their best to relocate displaced workers, | _ 
that they be eligible for relief funds from _ 
the state, and that they can look for jobs j 
for themselves. E 

Three collective enterprises in | 


Shenyang — an explosion-proof e A 
ment plant, a casting plant and 4 

No. 3 Farm Machinery Plant — whose 
debts exceeded their assets, were 
warned in August that if they did not. 
show signs of recovery within one year 
they would be declared bankrupt under . 
interim municipal regulations govern- 
ing bankruptcy in the collective indus- 
trial sector. All collective enterprises in - 
Shenyang are now required to contri- 
bute to a fund to be used for relief of Į 
workers displaced by bankruptcies. ES f 


DT 






—— — 











ENERGY 


Search for more power 


New groups line up to seek additional Philippine oil reserves 


By Jose Galang in Manila . 
ao general optimism in the de: j 

pines, following the installation o 
new government, has started to seep 
into oil exploration, despite offsetting 
factors, such as the current low oil 
prices, which play havoc with the econo- 
mics of oil extraction. 

The Philippines needs new oil dis- 
coveries to make up for the natural de- 
pletion of its three producing fields. 
Total production in 1985 came to only 
2.89 million barrels, down from the 
1984 output of 3.89 million barrels. For 
1986, industry experts are projecting a 
further fall to 2.1 million barrels. 

The Ministry of Energy (MoE), 
which is currently in limbo following an- 
nouncements from officials of the 
Aquino governinent that it would be 
dissolved and its functions divided 
among various agencies, has projected 
that domestic oil production will fall 
progressively to some 370,000 barrels 
annually by 1990 if no additional pro- 
ducing well goes on stream. 

Domestic oil production started in 
1979 from the Nido discovery in 
offshore northwest Palawan, in central 
Philippines. Production from this field 
reached a peak of nearly 40,000 barrels 
per day that year, but has since dropped 
sharply owing to water seepage into the 
well. The two other producing fields are 
Cadlao and Matinloc which produced 
1.34 million and 1.23 million barrels re- 
spectively in 1985. These three produc- 
ing wells are all located in northwest 
Palawan. 

The share of domestic oil to total 
energy consumption has dropped from 
7.4% in 1979 to 2.9% in 1985. The share 
is forecast to be cut further, to 0.3% by 
1990 if there is no additional produc- 
tion. Nonetheless, total domestic 
energy sources — coal, hydro, geother- 
mal and oil — now meet nearly half the 
aggregate energy demand, up from only 
8% in 1973, owing to gains in the deve- 
lopment of indigenous sources. 

Wenceslao de la Paz, director of the 
Bureau of Energy Development, told 
the REVIEW that a number of groups 
had expressed interest in local oil explo- 
ration. Some of these, such as White- 
stone Inc. of the US and Denison Mines 
of Canada, have already scheduled seis- 
mic tests which may result in drilling op- 
erations before the end of 1986. Other 
— are from the US and'Australia. 

e Petroleum Association of the 
Philippines, which groups Filipino busi- 
nessmen engaged in oil-exploration ac- 
tivities, are also seeking government ap- 
E" to drill in an onshore concession 

ong suspected to hold sizeable oil and 
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gas reserves. This all-Filipino undertak- 
ing, if approved, could act as a catalyst 
for future activity and may even entice 
more foreign prospectors, according to 
de la Paz. 

In 1985, there was no drilling activit 
owing to uncertainties in the world oil 
market and in the domestic political and 
economic scenes. However, there were 
nearly 30 service contracts outstanding 
and an estimated US$580 million in- 
vested by foreign groups in local oil ex- 
ploration. At least five wells are expect- 
ed to be drilled this year, based on de- 
clared proposals. 

However, the current uncertainty 
over the status of the government 
energy agencies is delaying action. Ear- 
lier announcements of plans for the 


Nido rig: sharp drop in production. 





MoE have not been followed up — the 
ministry does not have any officer-in- 
charge (former energy minister 
Geronimo Velasco fled the country at 
the height of the rebellion in late Feb- 
ruary). 


p rivate firms dealing with the energy 
bureaucracy are in a bind. e 
country'soil stockpile, which is normally 
maintained at 60 days, is not in any im- 
mediate danger, though the last oil pur- 
chase (of 14.5 million barrels) was made 
in the week before the overthrow of 
Marcos. Officials of the ministry and of 
the Philippine National Oil Co. have re- 
fused to make any major decisions, such 
as entering into purchase agreements 
that may involve sizeable sums. 

A major project intended to boost 
oil exploration in the Philippines is also 


awaiting official approval from the new 
administration. Under the programme, 
a nationwide aeromagnetic survey was 
conducted from 1983 to mid-1985 to 
seek out areas with geological manifes- 
tations of oil-bearing formations. 

Results of the survey, funded with an 
US$8 million loan from the World 
Bank, are currently being collated. 
These results will be disclosed to various 
oil-exploration interests in presenta- 
tions in Manila, Houston, London and 
Calgary. The compilation will be the 
most comprehensive data base in the 
country for oil prospectors. 

Initial results of the survey indicate 
what are said to be some "quite interest- 
ing" areas in southeast Luzon (particu- 
larly the Ragay Gulf), the Bondoc 
Peninsula, Mindoro, Cebu, Palawan 
and Sulu. However, the marketing pro- 
gramme intended to attract oil drillers 
will have to be approved by the new ad- 
ministration. 

As an incentive, it has been pro- 
posed that the current profit-sharin 
arrangement of 65:35 for producing 
wells be adjusted to 60:40 to increase 

; the oil prospectors’ share. The 
rate is very attractive when com- 
ared to similar schemes offered 
y other Asian countries, which, 
however, are in a higher category 
as far as oil reserves are con- 
cerned. 

One oil discovery that has re- 
mained untapped for some time 
is the Tara well in north- 
west Palawan. Originally a part 
of the Matinloc complex, Tara 
has been relinquished to the 
government by the private group 
that drilled it because of the 
high cost estimates for its deve- 
lopment. However, a review of 
the well’s potential late last 
year, conducted by consultants 
Petro-Canada, indicated a mini- 
mum recoverable reserve of 
800,000 barrels (and a high of 
4.6 million barrels), that raised 
hopes of a profitable develop- 
ment. 

The Cadlao and Matinloc wells, 
which are some 25-30 km apart, will be 
connected through a pipeline under cur- 
rent plans. The project is expected not 
only to lower the operating costs at the 
two wells but is also expected to prolong 
the economic life of the wells by about 
two years. 

Meanwhile, the two principal US- 
based exploration firms in the country, 
Cities Service (now owned by Occiden- 
tal Petroleum) and Amoco Production 
Co., will be formalising their retreat 
from the Philippines within the year. 
Their interests in local operations are 
being transferred to other groups which 
include a new outfit set up by a group of 
US-based technical veterans in the in- 
dustry and an Australian entity. The 
new groups are expected to be “more 
aggressive" than their predecessors. {J 
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Small pie in the sky 


Airlines fight for a share of the limited South Korean market 


By Paul Ensor in Seoul 


MT Un! standards, Seoul's 
i 


mpo airport is not large, and not 
especially busy. Facilities there are 
largely used by Korean Air, which takes 
up half of the departure desks. The 
lympic Games scheduled for Seoul in 
1988, and a number of lesser interna- 
tional events such as 1985's IMF/World 
Bank meetings in the city have brought 
more foreign airline executives through 
Kimpo recently, many of them hoping 
to get a leg into Seoul. But for Korean 
Air, which dominates the country's still 
minuscule international-travel market, 
the prospect of more foreign competi- 
stion at home is not entirely welcome. 

In 1985, two carriers, Lufthansa and 
KLM, started weekly services to Seoul 
from Frankfurt and Amsterdam respec- 
tively. Swissair is scheduled to start a 
service to Zurich in March, and Japan's 
All-Nippon Airways is likely to start a 
connection to Tokyo sometime this 
year. A number of other carriers, such 
as Gulf Air, Air Canada, British 
Caledonian and British Airways are re- 

rtedly angling for services. British 

rime Minister Margaret Thatcher's 
visit to Seoul in May, on the tail of Presi- 
dent Chun Doo Hwan's visit to London 
in April, and other European capitals, 
may provide the impetus for an agree- 
ment for one of the two British carriers 
interested. 

Drawing the most attention in recent 
weeks has been the arrival of United 
Airlines, which is bound to be a direct 
competitor with Korean Air on the 
Pacific routes which accounted for 13% 
and 36% of Korean Air's passenger and 
cargo business respectively in 1985. 


United has taken over all of Pan Am's 
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Pacific routes as part of a purchase deal 
made late last year. In South Korea, the 
advent of United, with its network of 
connecting flights to 155 cities in the 
US, is likely to change the market. 


Signs of the changes in store are al- 


ready showing with all three main trans- 
Pacific carriers out of Seoul (Korean, 
Northwest Orient and United) engaging 
in fierce price wars in local ticket sales. 
All three carriers have mounted major 
advertising campaigns in the local press. 
According to one agent who asked not 
to be identified, prices are off 10-20% 
from a year ago on trans-Pacific tickets, 
with special packages even lower. 

United first flew into Seoul on 12 
February, promptly after filing its appli- 
cation with the local authorities. Seoul's 
smooth acceptance of the new carrier 
was helped by the US Government's 
agreement to resume aviation talks with 
the South Koreans. The talks have been 
stalled since meetings in 1984 which 
ended in np disagreement. The two 
sides met in Washington briefly at the 
end of February and made little pro- 
gress apart from agreeing to meet again. 

The disagreement between the two 
sides arises from an agreement made in 
1980 under which the South Koreans 
promised to build separate self-handl- 
ing facilities for US cargo carriers 
(Northwest and Flying Tigers) in return 
for landing rights in Chicago. The en- 
trance of United has made Chicago all 
the more attractive as a destination. 


W ith the cargo facilities likely to be 
completed in April, Seoul is press- 
ing for rights to Chicago for its flag car- 
rier. The US has insisted that because it 
has taken so long for the South Koreans 
to fulfil their side of the 1980 agreement 
(which was an unsigned note of under- 
standing), it cannot be taken at face 
value anymore. Also likely to slow the 
granting of Chicago rights to Korean Air 
is the fact that on US-South Korean 
routes, Korean Air enjoys a three to 
one lead on passengers carried and 
more revenue than both Northwest and 
Pan Am (now United) combined. (Cur- 
rently, Korean Air has rights to fly to 
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New York, Los Angeles and Hono- 
lulu.) 

Citing the sensitive stage that bilat- 
eral talks have reached, Korean Air 
would not directly discuss the issue or its 
worries about United with the REVIEW, 
but it has mounted a major campaign in 
the domestic media, calling for landing 
rights in Chicago, and voicing worries 
over the effects of increasing competi- 
tion on ticket sales at home. Abe Gon- 
zales, United’s manager in Seoul is 
characteristically diplomatic, “We will 
not be undersold, but we are not here to 
push prices down,” he says. 

South Korea’s own international-air- 
line market is extremely small — 
roughly 490,000 people were eligible to 
travel out of the country in 1985, in ad- 
dition to some 50,000 foreign residents. 
This number is smaller than the figure at 
the beginning of 1984, when new restric- 
tions On travel were introduced to save 
on foreign exchange. 

Of the 350, who actually went 
abroad last year, 65,000 were construc- 
tion workers who mostly work in the 
Middle East. Korean Air has a mono- 
poly on flights by construction workers, 

ut must go abroad for many of its other 
passengers — notably on trans-Pacific 
flights where more than half of its pas- 
sengers only transit in Seoul from con- 
necting flights to and from Japan and 
Southeast Asia. In the past, the small 
size of the market, and Korean Air's 
dominance (just under 50% of total 
sales last year) have made it possible to 
keep prices in Seoul comfortably higher 
than most other Asian cities. 

The fall in ticket prices on all routes 
started a year ago and shows no sign of 
ending. Cathay Pacific manager john 
Dance thinks this is a reflection of the 
growing numbers of carriers. "It is just a 
matter of cutting smaller and smaller 
slices of the same sized pie," he says. 
European fares have tumbled following 
the arrival of Lufthansa and KLM: 
dropping seven times in the past year ac- 
cording to one agent. Visits by travel 
agents from Hongkong, offering budget 
tickets to foreigners (technically illegal 
according to local law) are helping the 
trend. 

Seoul has never been a popular desti- 
nation for foreign carriers because it is 
relatively out of the way, and foreign ar- 
rivals are not especially high (1.3 million 
in 1984), though steadily growing, while 
travel by South Koreans is tightly con- 
trolled. The Asian Games late this year, 
and the Olympic Games in 1988 will 
provide some busy periods, but in both 
cases for only a matter of weeks. 

In the long run, much depends on 
how much the two events will attract 
a higher volume of visitors to the 
country through the publicity it gains, 
and whether the improved balance-of- 
pamens position the government is 

oping to achieve in the next few years 
will mean an easing of travel restrictions 
for South Koreans. LR | 
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V VIENNA. THE HEART OF EUROPE. Zest 





A CITY of contrasting moods and lifestyles is a city full of life. Vienna's 

U.N. complex, in the heart of Europe, is a rendezvous for people from all over the world 

As a lively international metropolis, Vienna is an excellent place to meet and talk: and the 
new, technically up-to-the-minute Austria Center is the ideal venue. Bath downtown Vienna 
and the city s international airport are just a few minutes away. 


For further information, please contact Vienna (222) 2345 67/300 or write: PO. Box 53, 


A-1223 Vienna, Austria, Telex: 135024 


AUSTRIA CENTER 
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hen it comes to cellular mobile telephone 
networks. every body wants to get into the act. 
With systems that are supposed to be the latest 
thing in communications technology. But making 
high-flow claims about a cellular network is one thing. 
Backing up those claims is something else again. 

Nokia's mobile telephone concept is called Mobira. 
We supply everything from mobile telephones to com- 
plete cellular networks, including base stations and 
exchanges. 

We can back up our claims with the best reference 
installation of all. Mobira helped develop the fully 
automatic Nordic Mobile Telephone System, now in 
use throughout Scandinavia. NMT is the most 


advanced cellular radio-telephone system in the 
world. and Mobira is the Scandinavian market leader 
since 1983. 

Mobira can be delivered to meet anv standard for 
cellular networks. These light-weight mobile tele- 
phones are ahead of the competition everywhere. 
From Malaysia to the US, Austria and the UK. 

And Mobira equipment is already being delivered 
for the new 900 MHz band. 

Like all Nokia communications equipment. 
Mobira systems are truly compatible. No matter what 
type of telecommunications network you have today. 
it's compatible with Mobira! 

Mobira is based on the Nokia concept of controlled 








"owth. Start with the system you need today, and 
Sxpand it as conditions change. The system grows to 
^t your needs — not vice versa. 

WHO IS NOKIA? 
we're a Fortune 500 company and one of the leading 
sadustrial groups in Scandinavia. Nokia e mploys 
(8.000 people worldwide and has an annual turn- 
wer of USD 2.2 billion. 
Our state-of-the-art expertise ranges from infor- 
iation systems and dedicated networks to public 

nd mobile telephone systems. 

We pioneered digital transmission in the late 
7960's, and in 1982 we installed the first fully digital 
»cal exchange in Europe. 
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Our customers have specific problems that 
demand specific solutions. Like the systems we ve 
designed over the past two decades in more than 35 
countries, including Hong Kong, Singapore, Indonesia, 
Australia and the Pe eople’s Republic of China. 

So if telecommunications is one of your top 
priorities, give us a call. We've got the answer. 


NOKIA 


RATION MEADOVARTERG ( Qnam (I AIRAMC 
TEL +358. 180 171 TLE 124442 Nowe SF TEL FAR + 358 
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With each of the Minolta zoom copier family, you get the 
choice of 781 individually-selectable zoom ratios between 
1.420X and 0.640X with which to enlarge or reduce the 
image area of your original to the exact size you require. 

Zoom enlargement/reduction gives you complete control 
over copying. No longer are you limited to just a few choices 
that restrict the size of the copies that you can make. Think 
of the possibilities! These versatile PPCs will let you 
"blow up" fine-lined engineering drawings so that you can 
obtain only the detailed area that you require. Or you can 
reduce oversized originals to common filing or facsimile 
transmission sizes, easily and quickly. There's virtually no 
limit to the uses you can make of their zoom enlargement/ 
reduction function! 


See the EP3502/EP4502/EP5502/EP6502 at these Minolta subsidiaries and distributors: 


And to help you even more, the Minolta EP450Z, EP550Z 
and EP650Z provide Automatic Magnification Selection and 
Automatic Paper Size Selection, too. These help you speed 
through the most difficult copying jobs with confidence and 
ease. And help eliminate the possibility of making mistakes, 
too! Plus all Minolta zoom PPCs feature the Minolta Micro- 
Toning System: advanced copier electronics insure you 
obtain optimum copy quality from even the most difficult-to- 
copy originals. 

The Minolta zoom copier family. Each lets your copying 
capabilities soar with 78] enlargements and reductions. 
Which one’s right for your office needs? 


Bangladesh Brothers International Ltd. National Scout Bhaban, Inner Circular Road, Kokrail Dhaka, G P.O Box No 767 Phone 400042, 404929 
Hong Kong = Minolfa Hong Kong Ltd. 67-7! Chatham Road South, G/F Oriental Centre. Kowloon Phone: 3-676051 
india Methodex Systems Pvt. Lid. 607-8 Meghdoot 94 Nehru Place, New Delhi 110019 Phone 682475, 682476 
Indonesia P.T. Perdana Nirwana Abadi Co. 678 JI, Krekot Royo, Jakarta Pusat Phone: 372609 
Malaysia City Marketing Sdn. Bhd. Wisma Cestel, No. 4. Jalan Kilang (51/206), Petaling Joya, Selangor Phone: 521033 
hip — — 





















© P350Z with Sorter S- 100 EP450Z with Automatic Document Feeder ADF-11 LP5507 with Automatic Document Feeder ADF -1 EP650Z with Automatic Document Feeder ADF-11 
igina! Size Max A3111" x 14°) and Sorter S-100 and Sorter S-200 
bpy Size B4 to AS (10* x 14* to4 ' x 5! Copy Size A3 to AG (11 " x 17* 104 Coovy Size A3 to AG (11* x 17* to4', * x S'5"* 
Copy Speed: 15 copiesimin (A4) Copy Speed 25 copiesimin. (A4) py Speed 35 copies/mu Copy Speed 46 copies/min (A4 





MINOLTA ZOOM COPIERS 


EP390Z/EP450/7 /EP5507/EP6507 


MINOUA CAMERA CO., LTD.. Business Equipment Operations, 30. 2-Chome, Azuchi-Machi, Higashi-Ku, Osaka, 54), Japan 


Pokiston Allied Equipment Ltd. First Floor, Nelson Chambers, 1 1 Chundrigor Road, G P O Box 680, Karachi-| Phone: 219338, 210146 
Philippines — Topros Inc. Topros Building. Banawe Cor., Atok St. Quezon City, Metro Manila Phone: 40-06-24. 49-49-21 Loc. 6, 9 & 43 
Singapore ^ Minolta Singapore (PTE) Lid. 10, Teban Gardens Crescent, Singapore 2260 Phone 563-5533 


Taiwan Santo Office Machines Corp. 11 FI. 75, Sec. 4, Nanking E Road, Taipei Phone: (02) 715-500! MINOLTA 
Thailand Technical Supply Co. Ltd. 1808-1812 Kasemrat Road, Kiongtoey, Bar.g«ok IONO Phone 252-9155 to 7, 233-2064 to 5, 391-0215, 392-7412 





Now from the Far Eastern Economic Review 





China 





A guide to doing business 


The re-opening of China to foreign trade 
and investment has demolished the last 
major bastion to Western trade, opening up 
the world’s largest potential market. 


As Huan Xiang, a member of the Standing 
Committee of the People’s Congress and 
adviser to the Chinese Academy for Social 
Sciences, explained at a conference in Bei- 
jing in May 1985: 


"The policy of opening up to the outside 
world has become a long-term fundamental 
policy of the government. The government 
first made a decision to adopt special policies 
and flexible measures regarding Guang- 
dong and Fujian Provinces, and later estab- 
lished the four Special Economic Zones, 
Shenzhen, Zhuhai, Shantou and Ziamen, 
opened up the 14 coastal cities and Hainan 
Island, actively enlarged the scale of external 
economic and technical exchanges and co- 
operation, and actively utilised foreign capi- 
tal and made efforts to attract foreign enter- 
prises to China to set up joint ventures, 
cooperative production projects and all- 
foreign-owned firms. " 


In 1984, the 14 coastal cities alone signed 
over 400 agreements on utilising direct 
foreign investment and nearly 1,000 agree- 
ments on taking loans from foreign entities 
for effecting technical transformation, with 
the total amount of foreign capital used con- 
stituting 1.5 times the total direct investment 
of the previous five years, and 2.5 times the 
total of loans. 


This book explains how to do business 
with China by taking advantage of these 
new opportunities. It discusses the 
country's economic performance and po- 
tential, the economic geography of the 
country, the political system, the role, 
volume and channels of doing foreign 
business, the forms of doing business 
and the legal, regulatory and tax environ- 
ment. 


It also provides practical information on 
the many do's and dont's through the use 
of enlightening case histories. 








(195 pages — liberally illustrated with colour plates, maps and graphs) 


The Authors 


Robert Delfs 


Robert Delís joined the Far Eastern Economic Review as China Business Correspon- 
dent in 1981 and is a former editor of the Review's China Trade Report. He has also 
contributed articles to other publications including the London Times, and the China 
Business Review. Based in Hong Kong, Delfs travels frequently in China and the Asian 
region. A graduate of Stanford University, he attended Princeton University as a 
graduate student in Chinese history and studied Chinese and Japanese in Taipei and 


Tokyo. 


Thomas D. Gorman 

A graduate of Princeton University's East 
Asian Studies Department, Thomas 
D. Gorman began the study of mandarin 
Chinese in secondary school in his home 
town of Wilmette, Illinois. He is now Pre- 
sident and Publisher, China Consultants 
International (Hong Kong) Ltd. He has 
been a Hong Kong resident since 1974, 
and began travelling in the People's Re- 
public of China in 1975 on behalf of 
China Consultants International. 


Owen D. Nee, Jr. 

Owen D. Nee, Jr. is a partner of the inter- 
national law firm, Coudert Brothers, and 
is in charge of the firm's China practice. 
He is a graduate of Princeton Universi 
and Columbia University Law Schoof 
where he was a member of the Board of 
Editors of the Law Review. Nee first 
studied Chinese in the 1960s at the 
Chinese University of Hong Kong while 
serving as a Princeton-in-Asia Fellow at 
the University. 






Order Your Copy of This Valuable Book Today! 


Circulation Manager, Far Eastern Economic Review, 
G.P.O. Box 160, Hongkong. 


Please send ........... copy(s) of China for which I enclose US$60 per 
copy. For surface mail delivery add US$4, for airmail delivery add 
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| US$15. 

| Sendto: Name: 
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Happy days are here again — maybe 


€ A STOCKBROKER demanded of 
Shroff the other day: *Why don't you 
tell everyone to buy every equity mar- 
ket they can?" It was clear as crystal, to 
him at least, that equities were cheap 
everywhere and that we had entered a 
glorious new bull market which, even if 
it wont go on forever, stretches as far as 
the eye can see. But when a US invest- 
ment banker snorted as rampantly over 
a very sober breakfast a few days later 
that bull markets had come to stay, vir- 
tually everywhere, Shroff began to 
think. 

Ought he to join the (ever-increas- 
ing) thundering herd and bellow “buy, 
buy, BUY!” Or should he be a 
spoilsport and champion the apparently 
lost cause of the shorts? As it happens, 
economist Marc Faber takes a wonder- 

ily irreverent and witty look at unre- 
pentant bullishness in this week's 5TH 
COLUMN (page 98). So it falls to Shroff 
only to add a few words on where the 
conventional economic wisdom might 
be wrong. 

It is true that there have been some 

very encouraging developments in the 
world economy of late. So why not roar 
with the bulls rather than dance with the 
bears? Well, Shroff happens to hold the 
heretical view that things could still go 
wrong and, as Murphy said, if they can, 
they will. 
è FOR a start, there is the little ques- 
tion of exchange rates — the US dollar/ 
yen rate in particular. Japan was cer- 
tainly no less willing than other G-5 
members to cooperate in last Sep- 
tember's agreement to boost the yen 
and depress the dollar. The gorgon head 
of protectionism had reared up from the 
US Congress and anything looked bet- 
ter than battling that beast. With the 
n now up to US$1:* 175 against 240 
r so then, things look a bit different. 
Japan is finding that its smaller firms in 
particular look like being wiped out in 
export markets by the strong yen, pro- 
tectionism or no. How long cooperation 
can last remains to be seen. 

But greater than the danger of the G- 
5 concord becoming discord is the risk 
that there could be a disorderly retreat 
from the dollar. Analysts admit that the 
remarkable realignment of the yen/dol- 
lar rate over the past few months has 
been achieved on the back of relatively 
small foreign-exchange market move- 
ments. In other words, so long as invest- 
or psychology did not desert the dollar, 
it was possible for central banks to man- 
ipulate rates with relatively minimal in- 
tervention. That psychology could 
Adi fragile in the anony turbulent 
oreign-exchange markets. What would 
that mean? 

It means that the real test of how far 
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central banks can stage-manage the par- 
ity of major currencies is yet tocome. If, 
for instance, the markets decided they 
really did dislike the dollar, it would al- 
most certainly be necessary for the Fed 
to give US interest rates a vicious hike in 
order to stop the rot. Washington sim- 
ply could not afford to see foreigners re- 
neging on their —— duty to 
help fund the US budget deficit — 
Gramm Rudman Hollings or no. End of 
the G-5 party and end of the bond/ 
equity market rally on Wall Street and 

robably most every other place too, see- 
ing that renewed rate volatility would 
probably kill off the hopes of renewed 
US economic growth on which 
everyone else is depending. 

What Shroff is saying, in a nutshell, 
is that those who really believe they can 
ride equity markets up to the strato- 
sphere would do well to watch out for 
turbulence and keep their seat belts 
tightly fastened. 
€ READERS of this column who can 
separate one banking scandal from 
another may recollect Shroff's amaze- 
ment at the goings on at Wing On Bank 
(WOB), then a subsidary of quoted 
Wing On Holdings (WOH, REVIEW, 9 
Jan.). To recap, in mid-1985 WOH, 
whose own position hardly makes it a 
cash cow, had to subscribe for and 
underwrite a HK$120 million (US$15.4 
million) rights issue for WOB which had 
just announced a net loss for 1984 of 
HK$119 million. Members of the Kwok 
family who hitherto had owned most of 
the 49% not owned by WOH, sub- 
scribed little to the rights so WOH was 
landed with almost all of it, taking its 
stake from 51% to 75%. Chairman 
Philip Kwok pronounced his confidence 
in the long-term prospects of the bank. 

Lo and behold, eight months later it 
was revealed that things are worse than 
ever. Hang — Bank has to be brought 
in to rescue the bank with the promise of 
an injection of HK$176 million in new 
capital, in the form of 12% convertible 
preference shares, to give it 50.3%, 
while WOH would see its stake written 
down to 20% of par value and have to 
produce up to another HK$154 million 
by underwriting another rights issue. 

It was clear then that the two rights 
issues were intended to we out the 
bank without the Kwoks having to 
cough up directly. No questions were to 
be asked about how or why the WOB 
situation deteriorated so dramatically. 
Now the situation is seen to be even 
worse and some of the reasons quite ap- 
parent. WOB, now controlled by Hang 
Seng, is suing the former chief manager 
of WOB, Albert Kwok, and his wife, for 
recovery of HK$60 million in loans and 
overdrafts, This is all the more amazing 


considering that the 
1984 accounts showed 
loans (secured) to Al- 
bert Kwok and wife of 
just HK$5 million. In 
addition WOB is 
understood to be 
owed tens of millions 
more by companies in 
which Albert Kwok, 
and possibly other 
Kwoks, have an in- 
terest. 

Shroff is confident 

that the banking com- | Philip Kwe 
missioner and WOB's | premature 
auditors will have en- 
sured that any loans to directors were 
in accordance with the law. However, 
Shroff remains amazed that the boards 
of WOH and WOB, both headed by 
Philip Kwok, vice-chairman of the Basic 
Law Drafting Committee, were un- 
aware that the loan problems of which 
they apparently knew little or nothing in 
mid-1985 were actually so close to 
home. And Shroff still wonders why 
WOH should have had to underwrite 
the rights issues of which the family was 
so shy. Albert Kwok is sick and not cur- 
rently in Hongkong. But other directors 
of WOH, who were on the board of 
WOB at the pertinent time, are still 
around and presumably able to answer 
questions should the authorities care to 
set up an inquiry into this family affair 
under the Securities or Companies Or- 
dinances. 
e THE same might be said of the gov- 
ernment's deal to help China Interna- 
tional Trust and Investment Co. (Citic) 
bail out Ka Wah Bank. Although the 
agreement is now "official," no details 
have been given of how and why public 
money will be used to indemnify Citic 
against unspecified Ka Wah loan losses 
— à generous gift not only to Citic but to 
existing shareholders, chief of whom 
are the Low brothers who got the bank 
into its current mess by lending huge 
sums to their pals in Malaysia and else- 
where. 

Amazingly, not a squeak has been 
heard from Legislative Councillors 
who, nine months ago, were vowing 
"never again" when the government 
had to rescue the Overseas Trust Bank. 
At least that rescue was to protect de- 
positors. The government acquired as- 
sets as well as liabilities and sharehold- 
ers lost all. The Ka Wah deal is a hand- 
out to private shareholders, old and 
new. While silent on this improper use 
of public money, some councillors have 
been fighting a completely phoney war 
against oil companies and now pretend 
their “vigilance” has helped cut petrol 
prices. 'Tis pitiful to behold. 
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By Nick Seaward in Kuala Lumpur 

A f size alone is anything to go by, the 
| Enewly released Fifth Malaysia Plan 
-. (SMP) for the period 1986-90 is the most 
_ important economic survey yet issued 
| by the Malaysian Government. Ap- 
| pearances are deceptive, however. This 
= plan has none of the ebullience and op- 
| timism of its predecessors and offers few 
| solutions to the increasingly severe 
problems facing the Malaysian econ- 


| Weighing in at 567 pages, the 5MP is 
the largest of the country’s five-year 
_ plans so far (and undoubtedly the most 
 pessimistic), but sheer bulk has proved 
- to be no substitute for new ideas. Unlike 
1 F bruary’s Industrial Master Plan 
— (IMP), which consisted largely of speci- 
| fic recommendations for future actions 
_ (REVIEW, 20 Feb.), the pre- 
| sent plan proposes few re- 

 medies to counteract the slow- 

down it has predicted for vir- 
| tually every sector of the econ- 


Growth in GDP is project- 
. ed to average only 5% a year 
over the next five years, com- 
| uc with the average of 
. 5.8% a year achieved during 
- the course of the Fourth Ma- 
| laysia Plan (4MP). Worse still, 
— the plan points out that due to 
| adeterioration in the terms of 
| trade during the past five 
. years, GDP growth in terms of 
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| INDUSTRY 


| By Paul Handley in Singapore 

PT magnitude of Singapore's hotel 
l glut is just beginning to be felt by 
both tourists and investors. As a grow- 
| ing discounting war has brought hotel 
| rates to 30% or more below last year’s 
| level, two publicly listed hotels reported 
| severe drops in income between 1984 
| and 1985. A recently published govern- 
. ment study of the property sector calls 


t 
= 


| the future of the hotel business “grim,” 
| even in the most optimistic growth 
| case. 
^| Im its just-released annual report, 
— | Shangri-La Hotel revealed a 10.5% fall 
in turnover and a 60% drop in pre-tax 
pros to $$6.15 million (US$2.8 mil- 
| lion) for what is Singapore's most- 
acclaimed hotel. The Ming Court, 
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/ remedies in sight 


E la aysia plans for slower growth and missed targets 
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real purchasing power increased at 
only 5.1% a year and using the 
same adjustment, the projected GDP 
growth figure for 1986-90 is 3.3% a 
ear. 
With the world markets for nearly all 
of Malaysia's primary exports — includ- 
ing crude oil — expected to remain un- 
certain over the course of the SMP, the 
plan warns that if even this lower figure 
of 5% GDP growth is to be achieved, 
the domestic economy will have to ex- 
pand rapidly, together with “a higher 
velocity of domestic transactions of as- 
sets." 

It is clear, however, that this expan- 
sion will not be at the hands of the public 
sector. The new plan says that the need 
*to contain further the deficits in the 
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‘Gloom at the inn 


k Singapore hotels feel the pinch as room surplus worsens 


another top-class hotel, posted its first- 
ever annual loss, S ,000 before 
taxes, compared with a 29 million 
profit the previous year. 

Both noes are feeling the effects of 
heavy new competition for a barely ex- 
panded pool of tourists A@wisitor arri- 
vals grew a bare 1,1% in 1985, available 
hotel rooms grew 18%, according to 

overnment statistics. This is only the 
ginning, industry analysts point out. 
During 1986 another 5,900 rooms will 
be added, increasing the total by 30%. 
Meanwhile, the best-case predictions 
ya annual visitor growth are below 
0. 

"This is a double-barrel situation," 

says Sonnie Lien, general manager of 





government and external accounts and - 
Tur aM fe ho ERP BNR SRT QURE 
the 1 sing deb -se cC obligation” has 
necessitated the cat ting of public-sector 


development eta >t by 7.8% to 
M$74 billion (US$29.2 billion), com- 
pared with the previous period, and pri- 
vate-sector investment will have to take 
up the slack. 

In order for it to do so, private-sector 
investment will have to expand at 7% a 
year in real terms over the life of the 
plan, compared with the 1.8% a year in 
real terms achieved during the 4MP — 
in other words, a 22.1% leap in cumula- 
tive private investment within the space 


of five years. 
H ow the Malaysian Government will > 

induce this private-sector invest- 
ment is not stated in any.great detail. It 
will take an enormous effort tọ reverse 
the sharp decline in private investment 
which became obvious during the 4MP, 
when the private share of total invest- 
ment shrank from 62.6% in 1980 to. 
50.4% last year — despite an earlier 
projected annual growth of 10.7%. Ins 
deed it appears that the economic plan 
ners have consistently over- 
estimated the contribution. 
from the private sector in the 
previous two five-year plans 
(REVIEW, 10 Apr. '81), with 
the third plan forecasting a 
66% share of investment, and 
the fourth plan forecasting 
72%. 

The government has said 
that in addition to reducing its 
direct participation in the 
business sector through the al- 
ready established  privatisa- 
tion policy, it will reduce the 
red tape involved in establish- 
ing new businesses. In addi- 
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the Mandarin Hotel and president of 
the Singapore Hotel Association. 
"Room rates are going down and occu- 
pancy is too, at the same time.” - 
Predictions made in 1980 of 10% di 
nual growth in tourist arrivals were the 
stimulus for heavy investment in the 
sector. While individual hotels began 
springing up on and away from the is- 
land's central Orchard Road shopping 
district, two large government-backed 
convention complexes, Raffles City and 
Marina Square, were developed. Both 
were planned replete with apartments, 
shopping centers, and hotels alongside 
convention facilities large enough for 
groups numbering in the thousands. 


he 10% growth projection was wrong; 

the 1495 increase of 1980 fell to 
4.5% in 1982, and in 1983 the number 
of visitors shrank by 3.576. They re- 
covered slightly the next year, but not 
enough to rationalise the estimated 
S$18 billion being invested through to 
1990 in the sector. Much of that was 
slated for the five Raffles City and 
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ion to accepting the recommendations 
f the IMP as a basis for the vitalisation 
f the manufacturing sector, Ced 
o increase its share of GDP to 20.595 by 
1990), the 5MP calls for fiscal incentives 
or the private sector, as well as finan- 
ial facilities and tariff protection. 
Private-sector investment is consi- 
Jered especially important for the ag- 
"icultural sector, especially in the pro- 
"duction of food. Improved technology 
and rationalised cultivation on a larger 
le is one of the 5MP's major objec- 
ives and to this end, "private-sector 
articipation as a partner in new land 
evelopment with the government will 
considered." Such improvements, 
warns the SMP, will only begin to pay 
ff in the 1990s and in the meantime the 
ishare of agriculture in the economy is 
E to decline from 20.3% in 1985 
o 18.1% in 1990. 

It is clear, however, that the govern- 
iment is becoming increasingly exasper- 
sated with the lack of response so far: in 
Be the motion in parliament to ac- 







t the 5MP, Prime Minister Datuk 
ri Mahathir Mohamad said that “it 
lis not an exaggeration to say 
that if the private sector does 
mot come forward to take up 
the growth opportunities that 
are forthcoming, then we will 
mot be able to reach our 
growth target . . . If we our- 
selves do not have confidence 
to invest in our own country, 
then it would be too much to 
expect others to do so." 

The reference to attempts 
to attract foreign investment 
back into Malaysia is an 
acknowledgement that the 
New Economic Policy (NEP) 
restriction of foreign owner- 





Marina Square hotels, The first of 
those, the Westin Plaza, has already 
ned a number of rooms, and 4,000 in 


o 
Be two complexes should be open by 
ly 1987. 


Through 1984, hotels managed to 
stay above the 75% occupancy level 
without offering sizable rate discounts. 
However, in 1985 the new projects 
IAE to come on line, and occupancy 
fell to 65%. By the middle of last year, 
foreign tour wholesalers were holding 
the Singapore hotels hostage to dis- 
counts, making them some of the 
cheapest inns in the region. 

e report of the consultative com- 
mittee on the property market set up as 
part of the overall survey of Singapore's 
economic problems and options under 
Acting Trade and Industry Minister Lee 
Hsien Loong, sets the sector's future 
out in — statistics. In the best case, 
one in which only those hotel projects 
already commenced are completed, and 
in which visitor growth follows the same 







1981-85 level of 3.5% yearly, occupancy 
in 1990 will not reach 57%. 
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M$32.4 billion 


ship of Malaysian companies has 
gone too far. According to the 5MP, 
foreign ownership of Malaysian equity 
declined from 43% to 26% during 1980- 
— the 30% target of the 


JA ove this drop in the foreigners' 
overall stake in Malaysian equity 
masks an actual 40% increase in their 
shareholdings in absolute terms (due to 
the net increase in share capital over the 

riod), the 5MP intends to continue of- 
ering concessions to foreign investors 
to ensure that their share of Malaysian 
equity does not dip below the 25% pro- 
jected figure for 1990. One of these is to 
allow foreigners to hold majority 
shareholdings in companies that export 
most of their production. 

The 5MP argues that in order for 
the projected 9% growth in Malay- 
sian limited companies’ equity to be 
achieved over the five-year period, sub- 
stantial inflows of foreign capital will 
be required in addition to local invest- 
ment. 

Total equity should reach about 


THE GROWING PIE 


Ownership of share capital (at par value) of limited companies (%) 


MS118.5 billion 
rr. 





MS76.1 billion 
- i , 





199€ 
(Forecast) 


[E] Bumiputra individuals and trust agencies [Ii] Other Malaysian residents 


While the committee had numerous 
solid phy itti to boost the ibs pd 


sector at large, it had little concrete a 
vice for the hotels. Broader efforts to 
bring in tourists began in late 1985, led 
by the government tourist board. The 
committee report encourages the hotels 
to reduce published room rates, which 
often give tourists the impression of Sin- 
gapore as an extremely expensive city. 
Since October, hotels have dropped 
published rates as much as 30%: their 
actual rates have fallen that much as 
well. 


othballing of rooms is proposed by 

the hotel association itself, and 
reiterated by Lee’s Economic Commit- 
tee. The Mandarin, the New Otani and 
the Phoenix have already shut large 
blocks of rooms, but made unilateral 
decisions in doing so. Hoteliers are pri- 
vately doubtful of the proposal as a 
group effort. They say the government 
has offered no incentives to those who 
close off blocks of rooms, incentives 
such as tax rebates or reductions. The 
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M$118 billion by 1990, : umir 
(indigenous Malaysian, mainly Malay) 
holdings rising to 22% or M$26 billion 
and other Malaysians owning 53%, or 
M$63 billion. J— 

These figures are the first official in- 12 
dication that the NEP's target of 
bumiputras holding at least 30% of Ma- | — 
laysian equity by 1990 will not be E 
achieved. Although the —— of | 
bumiputra equat ownership rose sub- 
stantially from 12.5% in 1980 to 17.8% 
last year, the 32% annual growth that 
this implied cannot be maintained dur- 
ing the present economic slowdown, ac- 
cording to the government. 

"The government," the prime minis- 
ter told parliament, “has not har- 
boured illusions that the NEP objec- 
tives can be achieved without rapid 
growth." 

Mahathir indicated that the bumi- 
putra share would not be increased 
through simple redistribution from 
other Malaysians and foreigners — such 
a move might “jeopardise the goal of 
national unity." 

The five-year plans appear to have 
been more successful in achiev- 
ing the NEP's other main aim 
of eradicating poverty regard- 
less of race. According to re- 
vised data based on a House- 
hold Income Survey in 1984, 
the incidence of poverty has 
been reduced from 49% of the 

pulation in Peninsular Ma- 
aysia in 1970, to 18%. Al- 
though the downturn in the 
economy last year is reckoned 
to have ed the percentage Á 
slightly higher again, the 5MP T] 
says the NEP target of reduc- P 
ing the incidence of poverty to d 











16.7% “is within reach.” D F 
hotel association will bring up incentive 2 
proposals with the government in the , 


next few months, but many hotel : 
operators expect little to come of it. | 
"Each hotel will work it out on its own," 
one says. 

No hotel will escape the effects of the 
glut, a — analyst predicts. Cost- 
cutting will be minimal, for high fixed 
overheads are inevitable among the 
hotels. Reduced taxes and energy costs 
have helped, but as Lien asks: “What 
good are tax cuts if you don't have a pro- 
fit?” 

Some hotels boast continued high 
occupancy, another hotelier says, but it 
is only a cover for loss-leader room 
rates. "I wouldn't be surprised if there 
are closings" over the next few years, he 
said. One hotel has already been shut, 
the Apollo Sentosa on Sentosa Island, a 
tourist attraction just off Singapore. But 
analysts note that Sentosa itself has 
failed to draw the targeted Singaporean |. 
visitors, much less foreigners, Mas the | 
hotel’s failure is not really linked to the 
present dilemma of oversupply. | 
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AIDS: The Artificially 
Inflated Dow Syndrome 


zi roadly speaking; inflation is defined 
as an increase in the general price 
level. At any one time, the prices of 
various goods and services move differ- 
ently. Excessive expansion of credit 
leading to a credit pyramid enlarges the 
total money supply and fuels a boom. In 
the 1970s, we had booms in the value of 
real assets such as gold, silver, oil, real 
estate, stamps and so on. Since 1978, 
but especially since 1984, we have been 
in the midst of a boom in the value of fi- 
nancial assets, particularly of share 
prices. 

Booms are fuelled by feverish specu- 
lation. Rapid price increases give rise to 
new profit opportunities and attract to 
the financial orgy new suckers insatiable 
in their epidemic desire to become rich 
quick. aracteristics of booms are 
"euphorias," overtrading, excessive 
gearing, overconfidence and swindlers. 
Unlike the Hongkong guide to good 
manners, the history book of booms, 
manias and bubbles is rather thick. 
There are many many chapters on 
the object of speculation which vary 
widely from one mania or bubble to the 
next. 

It begins in 331 BC when Alexander 
the Great captured Persepolis and 
transferred the enormous booty to the 
small economy of Macedonia, creating 
a wild speculation in real estate. More 
familiar are the speculative excesses of 
the South Sea bubble in 1720, the tulip- 
mania of 1636, John Law’s Mississippi 
Scheme, the Railroads, the Gold Pool 
of 1870 and the stockmarkét frenzy of 
the late 1920s. Also, the conglomerate 
days of the late 1960s, the nifty fifties 
group of shares in 1972, sugar in 1973, 
gold and the silver corner in 1979, the 
energy boom in 1980-81, the technology 
craze of 1983, the real-estate boom in 
Hongkong in 1978-81, the Singapore 
stockmarket boom of 1983, the strato- 
spheric rise of the dollar until February 
1985 and most recently the stockmarket 
boom in the US and Europe. 

In the book of booms and bubbles, 
the chapter on how excessive specula- 
tion ends is much shorter. The collapse 
or the bust which inevitably and always, 
without exception sometimes sooner, 
sometimes later, follows the boom is a 
sudden fright — often without much 
cause. It involves a rush from less- to 
more-liquid assets and results in sharply 
declining prices. Panic and distress 
follows as speculators want to get out 
at any price. The ugly drop in the mar- 
ket occurs in a thundery atmosphere 
principally because the bow had been 


bent so far during the speculation phase 


that it had to snap. Having experienced 
it in the silver and gold markets, | am 
now predicting it to happen in the fi- 
nancial markets, and most likely very 
soon. 

The difficulty in predicting crashes is 
one of timing. Bernard Baruch was 
laughed at for two years because he 
began to warn of an imminent collapse 
in the then-roaring US stockmarket as 
early as 1927. In the world of a historian 
such as the eminent and recently 
deceased Fernand Braudel, even 10 
years are of no particular meaning 
2 very long-term cycles are contemplat- 
ed. 


According to Braudel, peaks in eco- 
nomic activity occurred in 1350, 1650, 
1817 and 1973. Of interest is the 
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Dow Jones Industrial Average 
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downturn of 1350, which was partly due 
to the Black Death which spread across 
Europe and added its horror to the de- 
cline in economic activity which had al- 
ready begun earlier. I am not sure what 
Acquired Immune Deficiency Syn- 
drome (AIDS) will do to the world’s 
economy. It was probably a coincidence 
but last February, as AIDS became 
acute and made headlines, the dollar 
began its steep decline. 

Today’s investment-management in- 
dustry is pushed to produce short-term 
results. The fund manager is forced to 
forget long-term cycles. 


Dr Marc Faber is an economist with 
the Hongkong office of a US invest- 
ment bank. This article is based on 


a speech which he gave to the 


Hongkong Society of Security 
Analysts towards the end of 1985. 





Marc Faber 


, 


The German philosopher Oswal: 
Spengler published in 1918 the impom 
tant work The Decline of the West. A 
cording to Spengler, the West having al 
ready passed through the creative stage 
of culture into the stage of refle 
tion and material comfort could onl 
enter a period of decline. Furthermore 
there was going to be no prospect of re 
versing this process as civilisation blos 
somed and decayed like a natural or 
ganism. DE abe 

Two years ago, 1 compared the US 
economy to the Titanic with Capt 
Reagan and his chief engineer, Paus 
Volcker, heading their economic ship as 
full speed into collision with an iceberg. 
Well, I am glad to report that this ha» 
not yet happened, On its journey from 
Liverpool to America the economie 
Titanic encountered some transmissiom 
trouble and some repairs had to be car 
ried out on the propeller shaft. To ke 
all the passengers happy, Reagan 4 
dered the chairs on the deck of t 
Titanic.to. be. rearrangec 
periodically. This led the 
passengers to enjoy the 
sensation of an active so- 
cial life without boredom. 

ty 


n addition, te 

the passenger 
feeling that the 
still moving, Rea 
dered Volcker to keeps 
fuelling the boiler and tos 
let the engines run at highs 
speed but in neutral gear. 
With hot air coming out of 
the engine room, the en- 
gine's suore vibra- 
tions, the smoke escaping: 
from the chimnéllénd the 
occasional sound of the- 
ship's horn, the passengers 
were deceived and believed that t 
ship was still moving. nee 
seemed to be rather happy and enjo 
many parties. Furthermore, because 
the Titanic was regarded as unsinkable, 
nobody paid any attention to the fact 
that there were too few life-boats om 
it. 

While the US economy, also re- 
garded as unsinkable by most obser- 
vers, has not yet collided with an iceberg 
it has not made much progress either. 
Since 1981, we have experienced an un- 
precedented credit expansion. US Gov- 
ernment debt has increased in the past 
five years by as much as in the previous 
150; the consumer has borrowed to the 
hilt, and worst, corporate America has 
retired in the past two years US$150 bil- 
lion worth of equities and financed 
this through borrowings, thus increas- 
ing its leverage and vulnerability in 
an economic downturn. In fact, in 
1985, total corporate-bond issues will 
amount to about US$120 billion, up 
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E US$69 billion in 1984 and US$52 
illion 1983. 

Taking into account this enormous 
credit expansion and the decline in in- 
erest rates, the economy has been 

ediocre. Should the economy drift 
nto recession, which is likely sooner or 
ater, the system would unlikely gener- 
te sufficient cash flow to pay the in- 
erest on the existing debt pyramid. 
ike our passengers on the Titanic, peo- 
le have been deceived. While credit 
nd money supply has expanded 
apidly, liquidity has not found its way 
nto manufacturing and productive cap- 
tal investments. Rather, it has created 
he inflation and boom in financial as- 
ets. 
A consequence of inflation in finan- 
cial assets is the current takeover mania. 
Almost every day à leveraged buyout, a 
restructuring, or a takeover is an- 
nounced. People with little or no experi- 
sence in running companies are en- 
trusted with top corporate manage- 
ment. Worst, these people do not even 
—ut up any money as they can borrow 
om the banks and issue high-yield 













Volcker: chief engineer. 


bonds. Furthermore, if the takeover 
ys were so smart why would they buy 
w with the Dow Jones at more than 
1,500? Where were all these takeover 
artists in 1982, 1978, or even 1974 when 
stocks were substantially lower than 
today? 

Is it not also pathetic that oil com- 
panies purchased natural resources 
companies at the peak of the com- 
modities boom of the late 1970s? You 
may recall the takeover bid by Standard 
Oil of California for Amax Corp. at 
US$75 a share, which was successfully 
defended by Amax's management. 
Today, the aie price of Amae stands 
at US$12 and the management of both 
companies deserve high marks for their 
vision: Standard Oil of California for 
thinking Amax was worth US$75, 
Amax for telling its shareholders it was 
worth even more. Such experiences do 
not add much weight and offer little cre- 
dibility to Wall Street's claim that all 
these buyouts and takeovers take place 
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now because management recognises 
the true value of corporations. 

In the case of acquisitions in the oil 
industry of Conoco by Dupont, of 
Marathon Oil by US Steel, of Getty Oil 
by Texaco (a most brilliant and highly 
rewarding merger as recent events have 
shown), of Superior Oil by Mobil, and 
of Santa Fe International by Kuwait, 
timing could hardly have been better as 
it coincided with the onset of an oil glut 
and falling prices. 

More recently, food companies have 
become the target of acquisitions. You 
could have for 10 straight years purchas- 
ed Carnation for less than US$25, but 
Nestle finally paid US$83. General 
Food could have been purchased for 
many years at around US$30 but for 
dap: Morris it only became attractive 
at US$120. But the best is the recently 
announced merger of General Electric 
(GE) and Radio Corp. of America 
(RCA). There is a joke that goes like 
this: when a business is about to take off 
RCA leaves the industry. When it has 
reached the peak of popularity and is 
on the way down GE enters the busi- 
ness. The combination of the two for 
sure will prove to be enormously suc- 
cessful. 

The economist Irving Fisher is not 
only famous for his widely acclaimed 


€ Unlike the Hongkong guide 
to good manners, the history 


book of booms, manias and 
bubbles is rather thick. 9 





opinion in 1929 that stocks had reached 
"what looks like a permanent high 
plateau," shortly before the market 
crashed by 90%. His debt-inflation 
theory is equally famous and applies to 
all recorded business cycles. In pros- 
perity, debts are accumulated, the 
inevitable liquidation of which, with 
the attentant breaks in the price struc- 
ture, constitute the core of the depres- 
sion. 

In 1929, the investment adviser 
Roger Babson (later famous for the 
Babson break on 5 September) said to 
an audience: "I repeat what I said at this 
time last year and the year before, that 
sooner or later a crash is coming." I be- 
lieve that most stockmarkets in the 
world have reached climatic stages. It 
took gold seven years to go from US$35 
to US$875, but the final rise from 
US$500 to the peak only took two 
months. Another two months later gold 
had fallen to US$460. 

I would expect US stock prices to 
peak out within a few months and to 
then fall by at least 30-40% within a 
short period of time. The good news is 
that bonds will continue their rally and 
eventually yield less than common 
shares as has been the case for the most 
part of both this century and the last in 
the US and Britain. o 








MARKETS 


India’s stock 
bubble bursts 


Exchanges reel from 
the effects of the budget 


By Meenakshi Behara in Bombay 
he bears on Indian stockmarkets 
have apparently come into their 

own. After a relentless upsurge in mar- 

ket values, things turned sticky on 
budget day, 28 February. By the time 
the markets closed on 22 March, the 

Economic Times Index for the Bombay 

market had slumped just over 19%. The 

fall in the ET All-India Index was al- 
most as remarkable — from a peak of 

558.1 down to 466, or nearly 16%. 

The softening of values started even 
as Finance Minister V. P. Singh was pre- 
senting the 1986-87 budget (for the year 
beginning 1 April) to parliament. After 
concessions to the corporate sector 
in last year's budget, expectations 
were very high. In just two days of trad- 
ing before budget day, the ET Index 
jumped 3%. The market had been ex- 
pecting a further reduction in corpo- 
rate-tax rates and an abolition of both 
the surcharge and surtax on corporate 
income. In addition, it seemed plausible 
that the discontinuance of the invest- 
ment allowance would be deferred. 

But Singh’s budget came as a let- 
down. For starters, it confirmed that in- 
vestment allowance would not be avail- 
able for plant and machinery installed 
after March 1987. Instead, corporate as- 
sessees would be allowed a deduction to 
the extent of 20% of profits if these are 
deposited with the Industrial Develop- 
ment Bank of India (IDBI), or utilised 
for purchase of plant and machinery. 
Most sectors of industry have been un- 
happy with the move, because they see 
it as a determinant of investment pat- 
terns that favours consumer goods and 
light industries, and discriminates 
against those who have continuously 
modernised and upgraded technology 
in ——— industries. 

e stockmarkets were not impress- 
ed and immediately marked down the 
shares of companies which had pre- 
viously benefited by the investment al- 
lowance in the past. Market leaders 
Tata Steel, Telco and Reliance — all big 
spenders on modernisation — have seen 
their shares slump by 20-25%. 

But what came next hurt market sen- 
timent further. The budget went on to 
clarify what was meant by actual cost for 

—— of claiming depreciation. The 
ackground to that is a rather odd ac- 
counting practice that has gained wide 
acceptance in the Indian corporate 
world. Many Indian companies have in 
recent times capitalised the interest paid 
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sequently, they have claimed invest- 
ment allowances and depreciation on 
the total of the principal cost and the 
E italised amount of interest pay- 
able. 

The government has, of course, 
frowned on the practice, but had found 
itself checkmated by the courts, thanks 
to a court ruling in 1974. Now the 
budget, even as it accepts capitalisation 
of interest paid before the asset is put to 
use, has come down hard on capitalis- 
ing interest payable during the rest of 
the loan period. Such interest pay- 
ments, the government maintains, are 
in the nature of revenue outflows. Now 
it says that with retrospective effect 
from 1974, it would rework tax returns 
of all companies which have used this 
accounting practice — and raise tax de- 
mands on them. 

The amounts could be substantial. 
Market sources in Bombay estimate 
that in the medium and large-scale units 
traded in Bombay alone, capitalisation 
of interest has been taken to the extent 
of more than Rs 9 billion (US$743.8 mil- 
lion). Indicative of the trend is textile 
conglomerate Reliance Industries, 
which has capitalised interest to the 
tune of almost Rs 2 billion. A host of 





— —— — — — — — 
4 "de i Lb _=_ — = s "ur 


new entrants into the cement industry 
over the past few years — including the 
Birla group companies, Gwalior Rayon 
and Indian Rayon, and Raymond Wool- 
len Mills of the Singhania group — have 
all used this method. One study re- 
vealed that for a sample of 38 companies 
in 1983-84, this "novel" accounting 
method meant an increase in the depre- 
ciation provision by 13%, and pre- 
tax profits were shown to be 24% high- 
er. 


arket sentiment was immediately 
dampened by what resulted from the 
new ruling. First to fall from investors' 
favour was the Swedish Match Co. af- 
filiate Wimco's share, which shed 30% 
overnight. Wimco had just announced 
that its directors were going to consider 
a bonus — and then retracted. Since the 
ban on capitalisation of interest was re- 
trospective, the consequent tax liability 
would have made a severe dent in the 
company's reserves. Giant fertiliser 
producer SPIC was another big loser on 
this count, but since provisions had 
been made for the eventuality, the com- 
pany seems all set to go through with its 
proposed one-for-one bonus issue. But 
that did not stop its share price dipping 
just over 20% in four days’ trading. 
An even more severe jolt to the mar- 
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provi 
sion on inter-corporate dividend in 
come. Previously, 60% of a company’ 
dividend-income receipts were tax-de 
ductible and the balance treated as tax 
able income. The new budget provision 
holds that all such income would b« 
considered taxable at the norma 
rate of 50%. Surprisingly enough 
foreign companies are liable to pay onl 
a 25% tax on the dividend income fron 
their Indian subsidiaries. Industry wa: 
F ISIS — 
quick to protest, saying the provision 
would discourage ‘Indian companie: 
from diversi through subsidi 
aries and thereby thwart industrialisa 
tion. 
The stockmarkets' concerns wer 
more immediate, however. Expectin; 
an offloading of corporate investment 
by companies, bull liquidation picke: 
up tempo over a spectrum of forwart 
shares and the markets slid continu 
ously. Just then, it became apparen 
that companies holding units of the Uni 
Trust of India (UTI) in their portfolio 
would take the UTI up on its repurch: 
guarantees. Market sources estimatc 
corporate holdings of units fo total any 
thing up to Rs 10 billion, and arguet 
that repurchases of such volumes woul 
mean the UTI having to offload it 
equity holdings. The reasoning creat 
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ECONOMIC MONITOR BANGLADESH 
Food output on target 


piece is expected to achieve 
economic growth of 5.2% during 
fiscal 1986 (ending 30 June), helped by a 
record foodgrain production of 16.5 
million tonnes. The original target for 
this — economic growth was set at 
5.5%. For the first time in many years, 
the food-production target has been 
met, ensuring a 5% growth in agricul- 
ture, which was due largely to good 
weather. In fiscal 1985, economic 
owth was 3.8% while foodgrain pro- 
uction reached 15.8 million tonnes. 
This is also the first year of the Third 
Five-Year Plan, officially launched on 1 
July 1985, though the final documents 
were only formally released on 16 
March. The plan's annual growth rate 
has been set at 5.4% compared to 
3.8% annual growth achieved during 
the Second Five-Year Plan ( 1980-85). 
The agricultural sector represents 
more than 50% of Bangladesh's gross 
domestic product and good crops al- 
ways impact significantly on the coun- 
trys economic-growth pattern. A re- 
cord foodgrain production and an out- 
put of 7.5 million bales of jute — the 
target was only 6 million bales — are 
largely responsible for this year's 5.296 
forecast growth. 
The industrial sector accoumts for 





about 9% of the GDP and is expected to 
grow by a modest 5% compared to the 
targeted growth of 7.5%. This failure 
can be attributed to a freeze on the 
availability of fresh funds by major 
donors, especially the Asian Develop- 
ment Bank and the World Bank, be- 
cause of the country's appalling debt- 
recovery performance. 

A. H. Shahadatullah, a member of 
the government's planning commission, 
told the REVIEW that private-sector in- 
vestment during fiscal 1986 is likely to 
decline by about Taka 2 billion 


RE VIE WGRAPH by Andy Tang 


(US$67.1 million) from the. previou: 
year, to Taka 16 billion. These figure: 
include all economic activities in 
the private sector. However, pub- 
lic-sector investment during fiscal 
1986 is expected to reach Taka 3$ 
billion as planned. | 

The loan freeze and the gov- 
ernment's credit control measures 
to diffuse a potentially inflation- 
ary situation also affected total in- 
dustrial-loan sanctioning by P 
government. Credit-control m 
sures were taken to keep liquidity 
expansion within the limits ol 
15% compared to 26.5% in fiscal 
1985. During the first. eight 
months of fiscal 1986, bank credit 
rose by Taka 13.02 billion com- 
pared to Taka 22.48 billion in fis- 
cal 1985. However, a substantial 

ortion of this bank credit — about 

aka 4.5 billion — went to maintain 
buffer stocks of jute by the Jute Corp., 
a public-sector agency. 

According to the Bangladesh Bank 
(the central bank) annual report foi 
1984-85, private-sector industrial in- 
vestment declined by about 57% in fis- 
cal 1985 when a total of 918 industrial 
units were sanctioned and registered, 
with a total investment of Taka 4.79 bil- 
lion. In fiscal 1984, 2,505 industrial units 
were sanctioned for a total investment 
of Taka 11.19 billion. However, most of 
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further panic and cash scrips 
came under sustained selling pres- 
res. 

No one stopped to think that the UTI 
uld meet its obligations from drawing 
ack its substantial lendings on the call- 

oney markets. Of course, large re- 
urchase obligations could also lead to 
inability to take any supportive buy- 
g action now, Under the cir- 
—umstances, nobody really paid much 
eed to Singh's statement in parliament 

at the specific provision would be 
iven a second thought. 

When share values started falling in 
most-budget trading, the movement was 
pnitially ismissed as a technical correc- 

jon of untenable prices. But when the 
wndex dropped 10%, the panic became 
“00 obvious to wish away. To prop the 
"market, Bombay's stock-exchange au- 
Khorities introduced stiffer margins on 
selling and withdrew almost all margins 
yn buying both on the forward and cash 
ists. 

On Calcutta's exchange, all fresh 
es other than squaring up business 
iave been banned, But the gloom is all- 

rvasive. Institutional buyers have re- 

ained scarce and there is little chance 

hey will return until values drift a little 

ower. And their waiting will only en- 
sure that values do. 



















these units were very small and were fi- 
nanced by the commercial banks rather 
than the country's two development 
financing institutions (DFIs) which are 
involved in financing relatively bigger 
units. Loan recovery by the two DFIs 
has improved slightly, but is far from 
making a favourable impression on the 
donors. 

Out of the five-year plan's Taka 386 
billion, Taka 250 billion has been ear- 
marked for public-sector and Taka 136 
billion for private-sector investment. To 

-meet the target, annual investmentin the 
rivate sector should reach Taka 27.2 
“llion which, given the current year's 
experience, may be difficult to achieve. 

Export earnings during the current 
fiscal year, based on the first eight 
months' performance, have been esti- 
mated to reach US$950 million, margi- 
nally up from last year's US$937 mil- 
lion. The import bill during the year is 
expected to be around US$2.51 billion, 
substantially lower than the previous 
year's US$2.67 billion. The decrease in 
imports has been attributed to lower 
foodgrain purchases during the year be- 
cause of good weather condition and the 
resultant good crop. 

The World Bank is expected to plead 
for donor pledges of around US$2 billion 
worth of assistance for Bangladesh in 
1986-87. A European aid official told 
the REVIEW that despite the difficult aid 
climate, Dhaka is likely to receive aid 
commitment of around US$1.8 billion. 

— S. Kamaluddin 
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A roaring business 


Japanese stockmarkets benefit from yen rise and oil slump 


By Bruce Roscoe in Tokyo 


he Tokyo Stock Exchange, flooded 

by a return en masse of giant institu- 
tional Japanese investors and a rush of 
cash-rich individuals, broke through the 
15,000-point barrier on 22 March for a 
gain of nearly 1,000 points in just 10 
days. The new high also represented a 
50% gain since the Dow Jones Average 
topped the 10,000 mark in January 
1984. 

Low interest rates were seen as the 
main force pushing individuals into the 
arms of stockbrokers. Following two 
half-point cuts in the Bank of Japan’s 
(the central bank) official discount rate 
in the past two months and rumours 
of a third, which would depress 





the rate to 3.5%, government-bond 


rates declined. Interest on the ben- 
chmark No. 78 government bond fell to 
4.62% on 24 March, from 4.77% on 18 
March. Ordinary deposits now return 
no more than 0.5% annually, and in- 
terest on fixed deposits appeared likely 
to drop below 5%. 

Dealers mentioned the pyschologi- 
cal flow-on effect of the Wall Street 
rally, the high yen and cheap oil, but 
more important was the fact that the 
Tokyo market was simply awash with 
cash. —— individuals appeared as 
prominent players in the market, ex- 
change officials indicated the big buyers 
were corporate-fund managers taking a 
spell from overseas-investment deci- 
sions until the yen stabilised. 

Housewives in droves reportedly 
were breaking some of their fixed depo- 
sits and fronting up at securities com- 
panies’ stock counters inside depart- 
ment stores. University students were 
said to be buying stocks in the hope of 
doubling their money for a vaca- 


tion abroad. The counters are stay- 
ing open on Sundays for the extra busi- 
ness. 

Some employees of companies with 
employee-stock funds fretted that their 
fund membership required automatic 
monthly stock purchases at market 
prices, which meant that as prices rose 
they were getting fewer stocks for their 
money. Others changed the ownership 
of their holdings from the fund account 
to their own personal account so they 
could sell at a profit. Employees at 
Japan Air Lines were rumoured to be 
paying off their entire housing loans by 
the sale of the line's stock. 

Some analysts were wondering how 
long the rally would last before the bub- 
ble burst. The last rally of similar 
scale, a 1,100-point rise in March 1984, 
was followed by a plunge of 1,000 
points. 

An executive of the exchange called 
a press conference on 22 March to urge 
investors to exercise caution. Exchange 
officials could not remember that hap- 
pening before. Behind the warning 
were fears that quick institutional pro- 
fit-taking could send the market down 
overnight. 

The Tokyo exchange and securities- 
finance companies have moved to 
tighten margin requirements in an effort 
to cool the market. In trades from 24 
March, the collateral margin was low- 
ered from 70% to 60% . Two weeks ear- 
lier it had been raised from 50% to 
60%. 

Individual investors had by 15 March 
accounted for 41.5% of margin transac- 
tions, a third more than in normal times, 
By 24 March, the Dow Jones Average 
had begun to slip, as if to confirm the 
wisdom of the authorities’ fine 
tuning. 

But if investors newly entering the 
market stood a strong chance of getting 
burned, those already there had proba- 
bly done well enough to get out. Japan’s 
top financial daily Nihon Keizai Shim- 
bun, on 23 March published a list of the 
January-22 March performance of the 
top 50 high- and low-flying stocks, 
showing the gainers had risen 5l- 
276.9%, while the losers had fallen 
12.2-28%. 

The newsletter Japan Financial Re- 
port said that though foreign investment 
was no longer the market buzzword it 
once was, net foreign buying on Japan’s 
three major exchanges (Tokyo, Osaka 
and Nagoya) in February reached 
¥ 148.2 billion (US$841.6 million), the 
biggest inflow since early 1983. More in- 
stitutional investors were expected in 
the market in the new fiscal year starting 
on 1 April. 
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‘aul Ensor in Seoul 


long with stockmarkets acróss the 
globe, the Korea Stock Exchange 
SE) has been booming since late 
85. But unlike many other govern- 
ts, the authorities here have done 
eir best in recent weeks to restrain the 
ulis. Using time-honoured methods, 
he Ministry of Finance (MoF) has 
owed what it sees as potentially 
angerous "overheating" of the market, 
yhere the composite index has risen 
9% since the beginning of the year. 
infidence, nonetheless, remains high, 
d barring any surprises, the trend is 
upwards. 

he MoF began to apply the brakes 
in 6 March, informally calling major in- 
‘itutional investors and securities 
ouses and telling them to sell. The 
SSE is a market through which rumours 
arding institutional activities travel 
,but such was the confidence among 
ors that the full affect of the gov- 
nt’s position was not felt until two 
ys later — after the MoF had formally 
ounced measures to cool the mar- 








Despite the lack of official acknow- 
edgment, the calls to institutional in- 
-vestors detailing instructions on how 
much to sell, or when not to buy, are an 
open secret. The largest single group of 
institutions are the three investment 
ists, which together hold 6-776 of the 
arket, with insurance companies and 
anks. holding a smaller share in which 
he latter two do not actively trade. 
he merchant banks have recently start- 
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; th Korea takes measures to curb stockmarket frenzy 





















ed to buy securities on a small scale as 
well. 

The trusts are influential beyond 
what their small share would suggest, 


partly because 30-50% of the mar- 
ket is not actively traded (due to 
inter-company holdings in the big 


groups). Ironically, it was only last 
year that one group of institutions, the 
insurance companies, were instructed 
to increase their holdings of securities 
to bolster what was then a lagging mar- 
ket. 

The official measures the MoF an- 
nounced on 7 March to dampen the 
market included new restrictions on 
purchases and holdings of securities 
companies, and a tightening of funding 
for margin purchases. In addition, new 
tax rules favourable to rights issues were 
announced. Cho Bong Won, a fund 
manager at the Korea Investment 
Trust, expects this will mean a doubling | 
of new rights issues this year. 


ccording to the new rules, securities 
houses are forbidden to purchase 
more than their total net worth in the 
market, and holdings of companies 
which amount to more than 10% of a 
securities company's net worth will have 
to be sold. According to one in-house 
estimate, this will result in the sales of 
Won 274.3 billion (US$311.2 million), 
or 91.4% of all current holdings — 
mainly of blue chips — by the deadline 

of 30 June. 
In calling for a sale of holdings, the - 
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Further extraordinary charge of HK$S24m | on n shount 
resulted in net loss of HK$269m, but debt fell andj. 
. shareholders funds rose. C 


Profit rise attributed to bullish — in Hongkors, | 
| helped by low interest and inflation. rates; and — 
property market. 


Record earnings in traditionally siw quarter put BHP c oni 
track for — A$1.03b net ee for full year i 
oil slump. . | 


Current year's current profit forecast at Y34b and. sales : 
* 625b. 


Recovery of beer: gales and substantial interest income | 
contributed to profit and sales increase. Recurring. pron : 
forecast to rise 6.4% in current year. E 


Results is after appropriation. to. reserves for plant- 
rep lacement — Lo [ 








rah much of the first half of 
1985, when the market was down, the: 
authorities tried to rouse spirits with. 
announcements of. fresh. infusions of 
funds to the Korea Securities Finance. 
Corp. (KSFC). On 7 March, however, 
it went in the other. direction, cutting. 
off all funds for margin trading to the 
semi-public body. This has had virtu- 
ally no effect — total outstanding mar-. 
gins have risen since the announce-. 
ment, with the securities houses more. 
than making up for the. drop in KSF 
funds. : 

One broker joked: "Sometimes we. 
ask ourselves whether this. market is. 
really just another government. depart- 
ment,” But others are SY npathetic to. 
the tinkering from the. top: th isa 
strong instinctive fear ¿ among South Ko- 
reans of uncontrolled speculation which 
could lead to big losses for small invest- 
_ors as the “big hands” walk off with the 
gains. 

In the late 1970s, the government. 
took similar action to slow a booming 
market. The results this. time around 
have been roughly as the. government. 
intended — a more cautious rise since. 
the announcements were made, but 
with unflagging confidence among in- 
vestors. g 
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French disconnection? 


the Rainbow Warrior affair hurts France-New Zealand ties 


w Colin James in Wellington 


ew Zealand is fervously awaiting 
France's next mOve in its attempt to 
brce the release of jailed French agents 
lain Mafart and Dominique Prieur, 

o pleaded guilty last November to 

nslaughter in connection with the 

y 1985 bombing of the Greenpeace 

otest ship, Rainbow Warrior. In a 
ries of administrative moves, France 
imposed a virtual'trade ban on New 
.ealand imports in late February and 
ias shown no sign of removing them. 

Wellington's response has been 
autious, preferring to see the French 
kove as part of the campaign rhetoric 
y the Socialist Party government as it 
~aght unsuccessfully to retain office in 

17 March parliamentary elections. 
ew Zealand mie that the Gaullists 
iow in power may feel less impelled to 
pply the screws. 

In Wellington; Acting Prime Minis- 
er Geoffery Palmer expressed just such 

hope on 24 March for a better footing 
or the bilateral relationship. An official 
ioted that there had been no signals 
rom the new government of French 
'rime Minister Jacques Chirac. 

But the capital’s morning news- 
saper, The Dominion, reported a dip- 
omatic source as saying on 24 March: 
If there is one thing President [Fran- 
ois] Mitterrand and Chirac agree on it 
vill be the release of the agents." 
“ormer rightwing president Valery Gis- 
‘ard d'Estaing warned during the cam- 
n that “the next government will act 
vith the greatest firmness to obtain 


ec for 1984 trade with the countries shown plus the US and Canada and 14 European 








their liberation," and added that in 
France, Mafart and Prieur have been 
lionised by the media and the Gaullist 
election campaigners as military heroes, 
who were simply carrying out orders but 
were victimised by Wellington. 

Wellington has refused to exercise its 
discretion to deport the pair on the 
grounds that, once home, they would go 
free. That, Wellington says, would per- 
vert the course of justice, which de- 
mands their punishment. This policy is 
backed by the opposition. 

Unable to persuade New Zealand, 
the French Government reached for the 
bludgeon. In February, a shipment of 
NZ$8.5 million (US$4.6 million) worth 
of lambs brains was refused an import li- 
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cence, and orders from New Caledonia 
for meat and seed po ere cancel-- 
led. Since then consignments of. wool to 
processors in northern France have 
been subject to -minute scrutiny, 
thereby considerably delaying their de- 
rey: Ostensibly looking, for heroin, 
the French have also held up shipments 
of kiwifruit, fish and urea. | 

Of the holdups, the most serious was 
wool. New Zealand supplies about 30% 
of France's wool imports; these were 
valued at NZ$93 million in 1984-85. 
Ironically, in the immediate instance, it 
was the processors Who were hurt be- 
cause payment hdd already been con- 
tracted from the point of landing at Bel- 
gian or Dutch ports. However, if the de- 
lays continue, they will have the long- 
term effect of pushing the French pro- 
cessors towards other sources of supply. 

In all, some NZ$214 million or 1.9% 
of New Zealand's total exports are at 
risk. It is thus a serious matter for the 
New Zealand Government, which has 
already had to concede that it is unlikely 
to get compensation from the French 
for the Rainbow Warrior affair. New 
Zealand has accordingly taken the mat- 
ter to the OECD, and to the European 
Economic Commission in Brussels as a 
contravention of the Gatt code. 

France, meanwhile, has been using 
other ways to pressure Wellington. Two 
New Zealand Government MPs visit- 
ing New Caledonia were expressly not 
invited to meet Noumea Mayor Jean 
Leques, New Caledonian Gaullist leader 
Jacques Lafleur and Melanesian French 
senator Dick Ukeiwe, while two opposi- 
tion members were invited and did go. 

Paris has also threatened to veto im- 
ports of New Zealand butter to the EEC 
and cancelled a cultural exhibition in 
New Zealand and a scholarship for a 
local journalist. New Zealand has so far 
taken no direct action. Oo 
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4 TOKYO: ok a and real-estate issues with 
| under-declared land values led the Dow Jones 
: - Average to a new high of 15,013.19 points on 22 

Mar., though the indicator closed the holiday- 
P shortened period on 24 Mar. slightly down at 
| 14,975.23 points. Volume declined. to a still-high 
daily average of 824 million shares. Reduced in- 
terest rates stimulated the market along with 
heavy buying by institutional investors. Export is- 
sues fell back. Gains for many issues exceeded 
10% a day in frénzied trading. 


HONGKONG: The market opened on a weak 
note, a victim of the yen-buying euphoria as the 
Japanese currency continued to strengthen 
rapidly against the US dollar. However, expres- 
sions of concern by Bank of Japan (the central 
bank) officials that the yen was rising too fast gave 
many speculators pause, and local stocks showed 
signs of recovering by mid-period. The Hang Seng 
Index rose 68.8 points over the period to close at 
1,635.29, partly heartened by better-than-expect- 

| ed results at Jardine Matheson, which had sub- 
| stantially reduced its debts in 1985. Some analysts 
say the market is now in a correction phase before 
it next tries to push through the 1,800 level. 


| further into record territory with the All-Or- 
| dinaries Index — OUP ints or 4% over the 

period to close at 1,156.8. The main feature was 
the strength of metal stocks, which boosted the 
market late in the period, pushing the Metals and 
Minerals Index up 66 points to 602.8 on big gains 
in CRA, MIM, Peko and Bougainville. This was 
partly due to takeover rumours regarding CRA, 
optimism about stronger metal prices and a spill- 
over of general market enthusiasm. In compari- 
son, the All-Industrials Index took a low profile 
with a 44.6-point gain to 1,815. 


NEW ZEALAND: The market traded at record 
levels again during the period on large volumes. 
Prices were helped by corporate activity and 
strong private client interest in selected entre- 
| preneurial stocks. Corporate rationalisation con- 
| tinued with the announcement that Crown Corp. 
| was to sell its stock-and-station subsidiary to 
| Fletcher Challenge. Despite predictions from the 
| New Zealand Institute of Economic Research that 
| the current economic recession will be sharper 
than expected, the market closed firm. 


BANGKOK: The Securities Exchange of Thailand 

| recorded one of its worst slumps in years. The 
| Book Club Index plunged 4.89 points to a low of 
| 117.34 on the period. Siam Citizens Corp., Siam 

.| Citizens Leasing and Mah Boonkrong were 
| among those which were hardest hit. Announce- 

ments of trading suspensions at Siam Citizens 
— Corp. and Siam Citizens Leasing in the last session 
depressed sentiment, resulting in massive declines 
in other stocks. Leading the gainers were 
Bangkok Rubber, Asia Credit, Thai Glass Indus- 
try and Thai Tin Plate. Volume fell to 1.5 million 
— — at Baht 179.99 million (US$6.8 
nillion). 


| Yen's strength shakes markets 
TOKYO continued to benefit from a rising yen while Hongkong partly recovered 


from the diversion of funds into foreign-exchange markets in the period to 24 Mar. 
- Australia and New Zealand were both buoyed by corporate takeover activity. 


AUSTRALIA: The euphoric markets bounded. 































































SINGAPORE: After three straight days of falls, 
the market experienced a technical reaction and 
moved steadily higher, with Fraser's Industrial 
Index putting on 60.37 points to finish the period 
at 3,396.42. Investors seem to be heartened by 
news across the Causeway that forward contracts 
on the Kuala Lumpur exchange had nearly all 
been unwound and by the announcement nearer 
to home that Singapore Airlines was planning à 
major purchase of new aircraft. The average daily 
trading volume was an encouraging 9.05 million 
shares, with the most active counter being Mar- 
co Polo, which set off a spate of takeover ru- 
mours. 


KUALA LUMPUR: Bargain-hunting helped to en- 
liven an otherwise dull and listless market at the 
beginning of the period, despite continuing bad 
news about the political crisis in Sabah and the fall 
of the tin price on the local market to its lowest 
level since the reopening of trading in the metal on 
3 Feb. A few cours saw persistent buying ac- 
tivity, especially Sri Hartamas, which gained 15 M 
cents (6 US cents) to finish the period at 
M$2.24. Fraser's Industrial Index finished 48.77 
points up at 2,149.46 and the average daily turn- 
over was 7.83 millfOn’shares. 


SEOUL: The composite index rose 6.8 pon 
while trading fell slightly, down 3.8 million shares, 
to average a daily 38.6 million. The confidence of 
the ane weeks was further underscored at the end 
of the period by the announcement of a drop in 
lending rates by commercial banks. Transport, 
equipment improved the most, rising 24.96 
points, followed by beverages, up 23.52, and elec- 
tronics, up 19.49. Insurance and construction fell 
the furthest, down 5.54 and 3.13 points, respec- 
tively. Gaining the most was Korea Steel Chemi- 
cals Co., while the three leading losers were 
Daelim, Samwhan and Samsung Construction. 


TAIPEI: Profit-taking by institutional investors on 
the last two trading days of the period drove the 
market down from the record levels of the previ- 
ous period. The weighted price index closed at 
941.54, a sharp 38.92-point drop from the last 
close. Volume was down slightly, as transactions 
averaged NT$2.87 billion (US$71.8 million) a 
day. Plastics shares led the losers, as investors 
were shaken momentarily by fears that Opec na- 
tions might be able to agree pon a common stra- 
tegy to arrest the continuing declines in oil prices. 
The plastics index fell 14.61 points to 260.35. 


MANILA: The Manila mining index crossed the 
1,000-point mark where it last stood in January 
1984, as mining leaders Atlas, Lepanto and Philex 
advanced strongly. Along with commercial and 
industrial favourites, mines attracted investor at- 
tention on expectations of substantial dividends 
during the stockholders-meetings season startin 
in April. The mus index closed at 1,010.54 
points, up 45.38, while the commercial-industrial 
indicator rose 13.97 to 228.28. The oil gauge re- 
treated 0.019 to 0.787, as interest in oil shares re- 
mained low. 
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UK.Unit Trust Managers of the year. 


Unit Trust Managers of the year 

...Over the year, every single Perpetual Fund has moved into 
the black... Over the last 12 months, the Perpetual Funds have 
produced an average weighted performance of 27.7 percent... 


Perpetual’s the top performer 
... Perpetual takes The Observer's 1985 Unit Trust Managers 
of the Year award. A richly deserved award. Its investment 
team - chairman Martyn Arbib, Bob Yerbury, Scott 
McGlashan and Martin Rasch - have been producing 
performance plums well for many years. 
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* MONEY MAGAZINE Dec '85 
Who is best of the biggest unit Managers? 


..awards for consistency to Perpetual...forachieving a place 
in the top five for all the years shown. (One year, two years, 
three vears, four years, five years and ten vears.) 
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[International Growth Fund The Offshore Growth Fund 


Is an international unit trust based on the same 
immensely successful investment philosophy 


In the eleven vears since launching the 
Group's first unit trust in the United Kingdom, 
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Scania. The name that stands out. 


Within the Scania range there is a truck tailored kind of expertise that has made a Scania what 


precisely to all needs within medium-heavy it is today. Rugged, reliable, fuel-efficient, 
and heavy transport. A truck researched, strong, safe. Remember, when it comes to tota 
designed, developed and built to the most economy, one name stands out. Scania. 


exacting standards created by man, com- 
puters and advanced technology. It is this 








SCANIA IMPORTERS Korea Singapore Taiwan 

Saab-Scania Liaison Office Scantruck Engineering Pte Ltd Forefront International Ltc 
Hongkong Room 308. Daekwang Bldg 26 Tuas Avenue 8 8th FI. Formosa Plastics B 
Swedish Motors Ltd 7 —15, Nonhyun-Dong Singapore 2263 201 Tung Hwa N Road 
19 Wong Chuk Hang Road Kangnam-Ku, Seoul Taipei 
"erem Malaysia Saab-Scania, Scania Division Australia 
Indonesia Scandinavian Motors Sdn Bhd South East Asia Regional Office Saab-Scania Australia Pty 
PT Harapan Mandiri Utama No. 5 Lorong SS 13/3C 354 Orchard Road, 08-03 Shaw House 34 Glenbarry Road 
Jalan Pangeran Jayakarta No. 32D—E Subang Industrial Estate Singapore 0923 Campbellfield, Vic. 3061 
Jakarta Pusat Subang Jaya, Selangor 
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Write to your local importer or mail this coupon to 
Saab-Scania, Scania Division 
S-151 87 Sódertálje, Sweden 


Please send further information about the Scania 
range of commercial vehicles to: 


Name: 


Address: 
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All the signs lead to Scania 
Saab-Scania, Scania Division, 
Södertälje, Sweden. 








LETTER FROM NEGOMBO __ 





his township on the western coast of 

Sri Lanka has been a fishing port for 
centuries. And for many years it has 
been a tourist attraction — of a sort. 

In the old days when the P&O liners 
called at Colombo on their way to the 
Far East and Australia, it was the done 
thing for passengers to hire a car and 
drive the 20-odd miles north to 
Negombo to take tea on the terrace of 
the government rest house, overlooking 
the picturesque lagoon, and to be enter- 
tained by snake charmers and magicians 
performing on the lawn outside. 

The tourism picture in Negombo 
began to change, however, after the 
opening of Sri Lanka’s international air- 
port in the mid-1960s. The airport is just 
a few minutes from the town, and it did 
not take local entrepreneurs long to 
realise that Negombo had become the 
perfect jumping-off point for a tour of 
Sri Lanka. 

The first resort-style tourist hotel, 
the Blue Lagoon, opened here in 1968. 
Others followed in quick succession 
until the township housed 12 of them, 


Government rest house: swamped by tourist-hotel invasion. 


along with perhaps 50 small guest 
houses catering to Sri Lankan visitors 
and budget travellers from abroad. 

The small tourist strip along the 
beach road, Lewis Place, began to look 
like a genteel version of Pattaya, with its 
line of discos and restaurants featuring 
German and Scandinavian dishes. 

Now, however, the picture is chang- 
ing yet again. In the past year or so, 
three of the tourist hotels have closed 
down, and others admit that things are 
not as good as they were. 

The problem with the tourism indus- 
try in Negombo — and indeed with the 
industry throughout Sri Lanka — is that 
it went into high gear in 1983, just as 
tourism growth worldwide began to 
slow as a result of recession, and just as 
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a wave of ethnic violence in and around 
Colombo brought Sri Lanka the sort of 
international publicity guaranteed to 
damage the most thriving tourist trade. 

Negombo has not yet recovered 
from that double blow. Arrivals have 
dropped some 30%, said Ruan Samar- 
singhe, 32, manager of the 126-room 
Blue Oceanic. This would not in itself 
have been catastrophic. But in order to 
halt the slide, hoteliers were forced to 
slash room rates drastically. “Through- 
out the boom,” he said, “rates were ris- 
ing 10-15% a year. But since 1983, there 
has been a 25-35% reduction.” 

Samarsinghe said that his hotel was 
not doing as badly as some. He claimed 
a 75% occupancy rate in the high season 
and 40% in the low season, a respect- 
able rate in many Third World coun- 
tries. The hotel, he said, was even plan- 
ning to restart work on building an ex- 
tension, a project which was halted after 
the troubles in 1983. 

But he did admit that “we have suf- 
fered” because of the room-rate dis- 
count. Even worse off, though, are 





newer hotels, including at least two 
which have opened since 1983. Some of 
the new hotels, said Samarsinghe, are 
operating at only 20-30% occupancy 
rates and their problems are com- 
pounded by interest-repayment costs. 


nd more trouble may be on the 
way. There is in Sri Lanka consider- 
able dispute over how well (or badly) 
paid service workers are. Hoteliers 
naturally claim that hotel work is com- 
paratively well paid. But while this is 
possibly true in the more remote rural 
areas, where the only alternative may 
be agricultural labour, Negombo is 
close not only to the airport but to the 
adjoining free-trade zone. 
This gives local people an opportu- 


MIKE MacLACHLAN 

















nity of well-paid factory jobs wit 
foreign companies. Added to this is th 
lure of contract labour in the Middl 
East. Thus, Negombo hotel workers 
expectations are higher than those o 
workers in the rural areas. 

Recently, a letter in the Colombe 
English-language newspaper, Dail 
News, from “Affected Hotel Workers 
in Negombo, said: “We want to expos 
the exploitation of labour by some c 


the tourist hotels in and arou 
Negombo.” 4 
The letter said that most hotel wor 


ers in the area were paid “very low 
Salaries” with the “bait” being the 
statutory 10% service charge levied o» 
all hotel bills, which is cus 
tomarily distributed among the 
staff. But the writers claime« 
that managements also mak: 
large deductions from pay fo 
items such as breakages. The 
also claimed that the worker 
have been “thrown from the 
frying pan into the fire” as 
with the decline in tourist arriv 
als, much less is being paid ii 
service charges. 

By contrast, they pointes 
out, the hotel owners have 
been getting a considerable 
amount of government helj 
since the slowdown began — 
ranging from rescheduling o 
loans to reduction of interes 
rates, to reduced electri 
tariffs. And the government 
conducting a major publicit 
campaign to put Sri Lank: 
back on the tourist map. 

They argued that the work 
ers are entitled to as much governmen 
protection as the hotel owners, and de 
manded legislation to outlaw unfai 
labour practices which they said ar 
widespread, such as dismissal on flims: 
or even trumped-up grounds. They als 
demanded an end to "exploitation" o 
apprentices, claiming that trainees ar: 
hired ng as cheap labour, to replac 
experienced workers sacked unfairly. 

Hotel managers to whom this write 
spoke dismissed the letter as prop 
aganda. But whether the charges are 
true or not, the last thing Negombo’ 
hotels sector wants at present is the 
threat of labour trouble, or the prospec 
of paying out higher wages to keej 
their workers in their jobs. 

— Mike MacLachlai 
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MALAYSIAN ECONOMY: 


EENEN ONNA Setback to Growth 
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Text and graphics in a wink. Near letter quality when you want it. 
And clever enough to handle an envelope when it’s loaded with 
continuous form paper. Up to 200 characters per second when you're 
in a hurry. The remarkably affordable IBM Proprinter 
may be just the finishing touch you're looking for. 
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Ultra quiet, but never at a loss for words. Characters a typesetter 
might have engraved. And graphic talents unsurpassed in their 

class. They do it all in style — and at a price far lower than you'd 
expect. The IBM Quietwriter Printers may be — 
just the finishing touch you're looking for. Š = = 





The ones that get away 


Press concentration on  allegec 
fraudulent billion-dollar collapses, sus 
as Overseas Trust Bank (OTB), seem 
have obscured the fact that smaller b 

erhaps more elegantly structured cas 
kave been forgotten. Has the gover 
ment consigned them to the “too har: 
file? Or to the “too small to both 
about" drawer? 

I refer, in particular, to the case 
the Deak companies in Hongkong ai 
Macau, which were taking deposits, b 
had to be liquidated when millions 
dollars of their assets quietly vanishe 
Unlike OTB, Deak has not been tl 
subject of a rescue by the taxpayers; 
innocent depositors are having to be 
the cost of crime and the failings of tl 
official regulators. 

Last November, following the 4 
viction of a director of Deak Perera ( 
East), Pong Sing-chiu, the commerci 
crime department of the police said cos 
sideration was being given to the extr 
dition of Deak boss and director of tH 
Deak companies in Hongkong, Ot 
Roethenmund. Since then, nothing h 
—— Why not? 

o the authorities not care? Or a 
they concerned that more prosecutios 
will draw attention to their own supe 
visory failings? Or do they simply feel 
is not worth the effort in view of tl 
amazingly lenient attitude taken by th 
courts to commercial crimes? 

Meanwhile, these self-same cour 
and judges hand out real jail sentence 
for petty crimes by hawkers and purs 
snatchers. 

Hongkong ‘Deak Deposito 


Testimony soon 


I refer to Cecil Rajendra's letter 
Feb. |]. I will not lower myself to his | 
of indelicacy. Suffice it to mention hes 
that the conference proceedings to t 
p shortly by Solidaridad wi 
ear testimony to what I wrote am 
show, beyond doubt, who indeed wa 
unable to distinguish between "craft 
and “content” or “rapporteur” an 
"speaker." Ungku Maimuna 
Kuala Lumpur Mohd. Tahi 


Soft subsidies 
James Bartholomew's Golden croj 
tarnished [13 Mar.] suggests if it wer: 
not for subsidies palm oil and its deriv 
atives would displace soybean ane 
rapeseed oils. Please note in many ap 
plications the former cannot replace th« 
latter, and where they can replace sof 
oils they do so only because they ar« 
cheaper. 

While it is true the EEC's commos 
agricultural programme penalises paln 
oil and its products, it also penalises im 
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wrts of other oils and origins, some to 
ET greater extent. Imports into the 
are duty free, and, moreover, there 
no hindrance to the market. Further, 
we US subsidy programme tends to in- 
Mte rather than depress world vegeta- 
oil prices (support loan levels for 
Breed are higher today than they were 
years ago). 






In essence, Malaysia is carrying a 
Billion tons of palm oil in stock because 
valued its oil at a premium in a time of 
worldwide surplus production of oil and 
t-bearing substances. 
"ngapore L. D. Glenn 


Mistaken identity 
T BRIEFING [6 Mar.]. an error ap- 
seared in Carl Goldstein's item, Taipei 
ejects name change for ADB. In de- 
Acting our domestic debate on the issue 
f our name change for Asian Develop- 

nt Bank purposes, Goldstein mis- 
Bi "Taipei, Taiwan" for the ADB- 

ggested name "Taipei, China." 

As a matter of fact, we have reiter- 
“ed our firm position not to accept the 
ame "Taipei, China," let alone accept- 
ig "Taipei, Taiwan," which has never 
seen mentioned as an option. 


Bin-Cheng Kang 

Senior Associate 

International Relations Division 

aipei Kuomintang Central Committee 


3ehind the curb 


should like to comment on Suhaini 
^znam's article Freedom at a price [23 
an.]. The proposed press curb in Singa- 
sore is certainly not out of the feeling of 
nsecurity by our younger leaders, 
seither is it aimed at critical foreign 
bress per se. Our government is not and 
annot be against constructive criticism 
— it is not against an honest difference 

opinion. 

What it is against — as all govern- 

nt rightly would be — is slanted mali- 
ious and seditious reporting. Even 
hen, our government is not talking 
ibout banning the publications — it is 
alking about curbing circulation. The 
‘ationale is simple: why should irres- 
»onsible publications be allowed to 
nake huge profits out of big circulations 
zased on the strategy of "naughty" re- 
»orting? 

There is no irony in the announce- 
nent of the intended curb and the 
'ecommendations by a subcommittee to 
urn Singapore into a printing and publi- 
zations centre for Asia. Investments will 
10t flow in simply because there are no 
:urbs, no rules and regulations. On the 
contrary, responsible publishers will 
shun the place. Surely your correspon- 
dent appreciates the details that go into 
a feasibility study before an investment 
commitment is made. An honest and re- 
sponsible investment has nothing to fear 
in Singapore. 

Our government is confident that the 
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The smallest of the bunch. And whisper quiet. Precision inkjets 
paint text and graphics in seven brilliant colours. Presentations 
sparkle with overhead transparencies that tell the whole story at a 
glance. The inexpensive IBM Color Jetprinter 
may be just the finishing touch you're looking for. 
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Telex: 40955 HOMRO HX. where one enjoys a quiet 
aperitif or waits to receive 


visitors or a message. 

At the Hotel Regal Meridien 
Hong Kong this same European 
style touches every part of the 
hotel. 
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people who read the well over 3,700 
foreign publications circulated in Singa 
pore can make out the truths, the halgi 
truths and the untruths. If there is an» 
feeling of insecurity, the governmermg 
would have resorted to banning. Ou 
city state is a multi-racial society — w 
cannot allow reports that stir up racial 18 
feelings. Foreign publishers shoule 
count their blessings for it is under suck 
a peaceful environment that they came 
prosper. 

Provide us the right information an 
we pay you your price. Make as mucki 
profit as you can in our free-enterprisee 
system, but please make it honestly. 
Singapore Chia Shi Tec! 


Repressive customs 


Recently introduced customs regula 
tions in the US now require that consig 
nees personally (or through agents) 
clear each incoming parcel at cu 
toms. 

This arbitrary and repressive move 
will impose unnecessary hardship onw 
consignees who live some distance 
from customs-clearance centres. One 
cannot but wonder what the point of i# 
all is. 

One certain effect it will have is tc 
massively increase the demand fom 
courier services — business that once 
surrendered is unlikely ever to return tow 
the post office. 

Hongkong L. T. Leew 


Third debut 
Regarding the INTELLIGENCE article 
Fl6s Asean debut [20 Mar.]. | wouldi 
like to point out that the Fl6's Asean 
debut really took place in January, 
when the US Air Force deployed twos 
FI6As to the Singapore Aerospace 
Exhibition at Changi. The US Congress 
has been officially notified by the à 






Department of Defence of their 
tention to sell Fl6s to Indonesia, 
thereby making them the third Asean 
country, after Thailand and Singapore, 
to join the F16 ranks. ^ Alex D. Kreiger 

Regional Director 
Singapore General Dynamics 


Plane humour 


The illustration for your Arms for the 
poor article [6 Mar.] belongs with the 
other funny illustrations in TRAVEL- 
LER'S TALES. The F20 illustrating a list 
of South Korean arms trade statistics 
from 1973 to 1983 is just as ridiculous as 
some of Davies' humorous material. A 
shot, however, of the F16 would have 
been appropriate. The first South Ko- 
rean air force F16 roll-out ceremony 
took place on Friday, 7 March. 

Bangkok S. Coote 


Pseudonyms are accepted, but letters must 


bear the writer's signature and address. 
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ore than 10 years after the end of the Vietnam War 
and the takeover of the South by the communists, the 
country is heading for a new revolution — aimed at cutting 
through socialist bureaucracy and subsidised planning, of- 
fering more incentives to workers for productivity. Wash- 
ington correspondent Nayan Chanda returns to his old 
stomping ground in Vietnam for the first time in five years 
and reports on the new economic line being followed — 
principally led by party leaders and managers from the 
South who have won Hanoi over to their cause despite 
establishment opposition. Pages 24-28. 

Cover photograph by Nayan Chanda. 
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thinese leader Deng Xiaoping resur- 
aces after a three-month absence 





President Aquino sets up a commis- 
sion to examine past military excess- 
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public view to attend a National | es — and possibly to reopen the in- yr ore i — 32 
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The Hongkong Government has fi- 
nally explained its use of the terri- 
tory's official reserves to bail out a 
series of ailing banks — and hinted at 
the massive size of these holdings. 


Page 80 

Malaysia's economy suffered its first 
setback in 10 years last year when 
slumping commodity markets caused 
a contraction in GNP. 


80 
The details of China's economic plan 
for the next five years show that 
there has been no backing away from 
Deng Xiaoping's reform policies. 


Page 82 
The rapid development of infrastruc- 
tural and commercial networks in 
| China's Pearl River delta are blurring 
16 the economic borders between Hong- 
The recent killings of Hindus by Sikh | kong, Macau and neighbouring 
»xtremists in Punjab and the result- | Chinese towns, pointing the way to 
ng communal polarisation puts the | the growth of a unified regional econ- 


sabah's chief minister rejects Kuala 
.umpur's terms for a settlement of the 
tate's political troubles, putting the 
isis back to square one. 


"age 14 

1emnants of East Timor's two main 
ndependence movements announce 
he formation of an alliance. 





itate government and New Delhi in a | omy. 
yind. 
Pages 89-92 
age 21 The remedy for Southeast Asia’s 


rapidly vanishing tropical forests is 
widely seen to be the development of 
plantations of fast-growing hardwood 
trees. But unless higher quality varie- 
ties can be adapted to the region, the 
quick-fix may be no solution. 


‘he South Korean opposition holds 
najor rallies in Pusan and Kwangju to 
iemand a constitutional revision for 
he direct election of the next presi- 
lent. 


"age 22 
| Tokyo High Court rules that the gov- | Page 102 
irnment can control textbook content | The Indian Government's agonis- 


ind that such control does not con- | ing over awarding a contract for a 
ravene constitutional guarantees of | US$700 million gas pipeline is con- 
icademic freedom and free expres- | tinuing with a call for new financing 


ion. proposals. 
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Japanese police probe 
Marcos link in payoff 
Japanese police are investigat- 
ing allegations that some of the 
money paid by Japanese com- 
panies to the government of 
former Philippine president 
Ferdinand Marcos as 
kickbacks for contracts may 
have found its way into the 
pockets of Liberal Democratic 
Party (LDP) politicians. An of- 
ficial of the National Police 
Agency’s Criminal Investiga- 
tion Bureau revealed that in- 
quiries were under way after 
two members of the Japan 
Communist Party (JCP) had 
raised questions in parliament 
about the payoff issue. 

— Charles Smith 


Vanuatu 


deel with Moscow 


Vanuatu will negotiate an 
agreement giving Soviet fishing 
vessels access to its archipelagic 
waters, officials in Port Vila 
have confirmed. If concluded, 
this would be the second such 
fishing pact scored in the South 
Pacific by Moscow, following 
last year’s agreement with 
Kiribati. Soviet negotiators 
have asked for on-shore 
facilities and proposed joint 
sea-bed research. 

— Hamish McDonaid 


India opts for 
Swedish artillery 


Sweden has emerged as a signi- 
ficant supplier of arms to India 


by bagging a Rs 12 billion 
(USS995 million) deal for the 
sale and eventual licensed In- 
dian manufacture of 155 mm 
artillery. Sweden beat France, 
Austria and Britain in the bid- 
ding for the contract. New 
Delhi's interest in long-range 
artillery arose in 1980 as the US 
began supplying 155 mm How- 
itzers to Pakistan. 

India approached the US 
for their 155 mm Howitzers, 
but Washington did not agree 
to co-production and insisted 
on reserving the right to sus- 
pend or even cancel the deal 
eventually for political 
reasons. — Mohan Ram 


in Kwangju demands 
Meli presidental pol 


More than 50,000 people at- 
tended an opposition rally in 
the southwestern city of 
Kwangju on 30 March, de- 
manding a direct presidential 
election in 1988. Thousands of 


^o" 


leaders of the New Korea 
Democratic Party marched 
through any streets chanting: 
"Down with military dictator- 


€ 
iot police used teargas and 
held at least 69 people for ques- 
tioning as angry students 
burned down an arch in front of 
the city hall. Meanwhile, in 
Seoul riot police blocked 
former presidential candidate 
Kim Dae Jung from boarding 
an aircraft bound for Kwangju 
to attend the rally, and scuffles 
between opposition supporters 
and police broke out. 

— Shim Jae Hoon 


Dhaka students clash 
over upcoming polls 


Rival student groups at Dhaka 
University — those supporting 
and opposing the — 
general election in May — 
clashed on 30 March, leaving 
one dead and several critically 
injured. Firearms and bombs 
were used freely and on a large 
scale in the clashes, which were 
preceded earlier by similar 
strife in Chittagong. In the 
wake of the division among stu- 
dents, the Awami League op- 
position alliance which had 
earlier agreed to participate in 
AP 





the polls was split as five of its 
component parties backed off. 
he other major opposition 
grouping, the seven-party al- 
iance led by the Bangladesh 
National Party has decided to 
boycott the elections. It is un- 
certain whether anti-govern- 
ment student violence would 
influence the Awami League 
alliance to change its mind. 
However, in the event polls go 
ahead, President H. M. Ershad 
will have ensured that the op- 
position would not contest on a 

united platform. 
— S. Kamaluddin 


BUSINESS 


Cojuangco loses hold 
over San Miguel Corp. 
A cousin and close associate of 
former Philippine president 
Ferdinand Marcos — Eduardo 
Cojuangco — lost control of 
San Miguel Corp. on 1 April. 
Stockbrokers in Manila said 
Cojuangco sold his 33 million 
shares in the company, Asia’s 
biggest food and beverages 
group, for a total of P3.3 bil- 
lion (US$165.4 million). The 
buyer: a group led by Andres 
Soriano — himself a US citizen 
and a descendant of the com- 
pany's founders. Cojuangco 
fled the country along with 
Marcos in February, when Pre- 
sident Aquino took power. 
There has been speculation 
that the real owner of the 
shares was Marcos himself 
Dealers said that Cojuangco 
had the authority to sell the 
shares, but may not necessarily 
have been the owner. It was the 
biggest single-day deal ever in 
the Philippine stockmarket. 

— A Correspondent 


Thailand resumes daily 

tin-price quotations 
In the absence of any quotation 
from the Kuala Lumpur mar- 
ket, Thailand resumed posting 
its own daily tin price on 26 
March. The Kuala Lumpur 
market has been unable to fix a 
rice since late last month. 
Ised as a basis to calculate roy- 
alty, the posted price remained 
unchanged at Baht 7,902.96 
(US$300.90) a picul (about 60 
kg) from 26-31 March, though 
fluctuating exchange rates 
translated this into M$12.71 
(US$4.90) and M$12.83 over 
the same period. The new price 
is a far cry from the average 
posted price of more than Baht 
13,800 a picul when Bangkok 
first began setting its own price 
following the world market dis- 
ruption in December. 
— Paisal Sricharatchanya 


Nepal explores increased 
trade, tourism to Tibet 

China and Nepal recently held 
high-level talks to explore new 
avenues for developing trade 
and tourism between Nepa 
and Tibet. The two meetings, 
held in Kathmandu last month, 
yielded a number of benefits 
for Nepal. The Chinese are to 
help Nepal's sugar and paper 
industries, and to survey and 
design the 40-mile Pokhara- 
Banglung sector of a mountain 
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highway—China will also stid% 
prospects for expanding a 14 
m trolley-bus service aroune® 
Kathmandu township. In addi 
tion, Chinese negotiators ag 
reed to meet the cost of tw« 
years" maintenance for a sec 
tion of the road linking Nepali 
to Lhasa. The sector was re 
cently rebuilt by the Chinese. 
— Kedar Man Singh 


Another member of 
KLSE is suspended 


Just when it seemed the trou- 
bles of the Kuala Lumpus 
Stock Exchange (KLSE) were 
over, one of its foremos® 
member firms, Razak & 
Ramli, was suspended on 3 
March for default. The firm, 
which is 99% owned by formes 
KLSE chairman Abdul Razak- 
bin Sheikh Mahmood, failed 
honour the one remaining fc 
ward contract outstanding 'be- 
tween members of the ex- 
change (page 96) — a deal fom 
666,000 shares in Roxy Elec- 
tric. Kimara Securities. is 
understood to have lodged 
these shares with MBf Finances 
for Razak & Ramli's account, 
but it has not received pay- 
ment. 

According to the managerse 
appointed by the KLSE to run 
the firm, chartered account- 
ants David Kuok & Co., the 
Roxy shares have been already” 
pledged as collateral for a loans 
and Razak & Ramli does not 
have sufficient funds to re-pay 
Kimara. The REVIEW also# 
understands that a second com- 
plaint was lodged against 
Razak & Ramli by a different 
broker over the firm's refusal 
to take delivery of 2 milli 
shares in MBf Holdings. 










— Nick Seawa 
Singapore Government 
buys assets of Pan-El unit 


The Singapore Government in- 
vestment company Temasek 
Holdings, along with. Sem- 
bawang Shipyard, is buying 22 
vessels of the Selco marine 
group, part of the failed Pan- 
Electric conglomerate. The 
two will be equal partners in a 
new $$35 million (US$16.2 
million) marine-salvage and 
towing company, Sembawang 
Salvage Co. Sembawang Ship- 
yard, which originally declined 
to bid for any of the Selco prop- 
erties, is controlled by majority 
shareholder Temasek, Tema- 
sck deputy chairman P. Y. 
Hwang said the decision to buy 
the vessels was made “to save 
the salvage business for Singa- 
pore." — Paul Handley 
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-NTER ANOTHER KIM 
sormer South Korean prime minister 
im Jong Pil is likely to return to 
«tive pounce after a six-year hiatus. 
Am, 60, returned to Seoul in 
sebruary from self-exile in Los 
angeles and has attended formal 
ceptions welcoming him home. It is 
sot yet clear whether Kim, who 
gineered the coup in May 1961 
Eon; former president Park Chung 
ee in power, has the implicit 
acking of President Chun Doo 
Wwan. Kim also founded the Korean 


'entral Intelligence Agency in the 
marly 1960s. 


MIFFED AT MIGS 


‘hina, which has viewed with some 
quanimity the growing Soviet-North 


b ties, recently expressed its 






cern privately to Western 
plomats. Moscow is believed to 
save expanded its reconnaissance 
aghts over North Korean air space 
tose to the Chinese border. “Several 
juadrons" of MiG23 aircraft have 
iso been deployed recently in North 
„orea, indicating the completion of 
raining of North Korean pilots by the 
oviet Union. 


SOLITARY COMFORT 

'"hamoy Thipyaso, currently on trial 
» her alleged role in a multi-billion 
'aht chit-fund scandal (REVIEW, 3 
\pr.), has been isolated from other 


— — — 


inmates at the Bangkok Women's 
Prison and is under such tight 24-hour 
protection that her two female guards 
accompany her to the toilet and 
prepare all her food. Apart from the 
guards and immediate members of 
her family, Chamoy is not allowed to 
talk to anyone and spends most of her 
days in her relatively comfortable 
quarters reading newspapers and 
books. 


CHAIR FOR CHIRAC 


France has 
informed Japan 
that Prime 
Minister Jacques 
Chirac will be 
attending the 
Tokyo Summit in 
May in addition 
to President 
Francois 
Mitterrand and 
two other 
ministers. The 
addition of Chirac means that France 
will have one more man at the summit 
than any other nation, unless Japan’s 
own team is expanded from three to 
four. Traditionally Japan has been 
represented at summit meetings by 
the prime minister and the ministers 
of finance and foreign affairs but the 
Ministry of International Trade and 
Industry is lobbying for a seat at the 
summit table. 


FINANCIAL TIMES 











THE WEEK - 
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ANGLADESH 
Rival students hurled more than 100 
e-made bombs and blazed away at each 
p: with stenguns in a two-hour battle at 
aka University, officials said (30 Mar. ). 


IONGKONG 


Legislative Councillor Martin Lee re- 
'cted the 1986-87 budget proposals in pro- 
'st over the secrecy with which the govern- 
ient conducted its rescue bid for the ailing 
a Wah Bank (26 Mar.). The Banking Com- 
üssioner Robert Fell announced he had 
«ercised his power under Section 13(1)(iii) 
f the Banking Ordinance to take over the 
anagerial control of Union Bank (27 Mar. ). 


IDIA 

Police shot dead five Sikh militants, 
ounded 15 and put à sixth Punjab town 
ader curfew as violence again rocked that 
ate (26 Mar. ). Police opened fire on rioters 
| northern Punjab, wounding 24 people 
aring a general strike to protest the slaying 
f Hindus in attacks claimed by Sikh ter- 
wists (29 Mar. ). Security forces went on the 
fensive in Punjab killing two Sikh ex- 
emists, raiding hideouts and arresting five 
ispects after 28 Hindus were killed in the 
ate in the past two days (30 Mar.). Police 
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arrested some 2,000 Hindu protesters in New 
Delhi after they attacked police with stones, 
bottles and iron rods in an attempt to storm a 
Sikh temple, police and witnesses said (37 
Mar.). The governor of Punjab was replaced 
by veteran politician Sidarth Shankar Ray (/ 
Apr.). 


JAPAN 

Two rockets were fired at the residence of 
Crown Prince Akihito and a nearby guest- 
house which will be used in the Tokyo sum- 


mit in May, though the missiles failed to 
explode (3/ Mar. ). 


MALAYSIA 

Prime Minister Datuk Seri Mahathir 
Mohamad assured journalists that the gov- 
ernment will review the definition of "official 
secrets" after journalists protested against 
amendments to the Official Secrets Act pre- 
sented to parliament. A bomb exploded near 
a factory area and a shop was set ablaze in 
new violence in Sabah (/ Apr.). 


NEW ZEALAND 

The opposition National Party merged 
with the minority New Zealand Party hours 
after its leader, Jim McLay, was replaced by 
his deputy, Jim Bolger (26 Mar.). 





ASEAN PEACE PLAN 


Asean has drawn up a detailed 
blueprint for a settlement of the 
Cambodia question which will be. 
finalised during the annual Asean, 
ministerial meeting in Manila in 
June. The confidential outline 
attempts to satisfy Hanoi's demand 
that the withdrawal of its troops from 
Cambodia be coupled with cessation 
of Chinese arms supplies to the 
Khmer resistance by proposing to 
station an international peace- 
keeping force along Cambodia's land 
and sea borders. The sea border is 
being specified to assure Vietnam 
that China would not be able to 
continue the supplies once the land 
routes from Thailand have been 
closed in the wake of a successful 
settlement. 


AT ARM'S LENGTH 

In an apparent bid to gain favour with 
Rangoon, the Soviet Union has 
bought 180,000 tonnes of Burmese 
rice — making it the biggest buyer 
during 1985-86. The rice is to be 
shipped to Vietnam as part of Soviet 
aid. Sticking to its policy of neutrality, 
Burma has in the past paid for Soviet 
assistance with rice and kept a cool 
relationship with Moscow. Despite 
the recent rice purchase and a flurry 
of visits to Rangoon by Soviet sports 
and cultural teams, the Burmese have 
yet to reciprocate. 


The brother-in-law of Ferdinand Marcos 
fled to Palau with two companions aboard a 
cargo boat, shipping sources said. New Zea- 
land Prime Minister David Lange arrived for 
a one-day official visit (29 Mar. ). About 300 
bar hostesses and taxi drivers hurling rocks 
and wielding sticks drove out scores of 
Filipino workers blockading Clark Air Base 
and tore down the barricades set up by the 
workers in a nine-day-old strike (30 Mar.). 
The National Democratic Front, umbrella 
organisation for the leftwing Loo re- 
newed its offer to open peace talks with the 
new government (7 Apr.). 


SOUTH KOREA 

South Korea called on North Korea to re- 
sume trade, parliamentary and Red Cross 
talks suspended because of US-South Ko- 
rean military exercises (26 Mar.). The gov- 
ernment apologised for cracking down on 
opposition politicians campaigning for elec- 
toral reforms and said it would try to avoid 
obstructing their activities (29 Mar.). Police 
arrested 69 pope and launched a one- 
month special alert after a huge opposition 
protest rally in Kwangju (37 Mar.). US De- 
fence Secretary Caspar Weinberger arrived 
for an official visit (7 Apr. ). 
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REGIONAL AFFAIRS 


E. Deng resurfaces at an NPC session which emphasises stability 
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By David Bonavia in Hongkong 


Bo growth has been the key- 
note at the the National People's 
Congress (NPC) session which opened 
on 26 February in Peking. And as 
though to emphasise the need for con- 
tinuing stability, elder statesman Deng 
Xiaoping appeared in public for the first 
time in three months. 

Talking to visiting Danish Prime 
Minister Poul Schlueter, Deng said with 
a laugh: “Not long ago, there were 
rumours circulating in Hongkong to the 
effect that I was ill. My reappearance 
here today will scotch those rumours 
now." Speaking to reporters after- 
wards, Schlueter said Deng looked very 
fit. 

China's official Xinhua newsagency 
said Deng told Schlueter: “In the past 
few years I have deliberately tried to 
disengage myself from day-to-day af- 
fairs and let other comrades take more 
responsibility. This shows that the exist- 
ing policies of China do not hinge on 
myself alone. That is why I had not 
made any public appearances for some 
time. Even after my retirement, China’s 
policies will continue. That should as- 
suage international concern about whe- 
ther China's policies will continue with- 
out Deng." 

New Zealand Prime Minister David 
Lange, who also visited China in March, 
said Deng looked “extraordinarily 
robust." Lange said Deng had told him 
he would be happy to live “for five days 
after 1997." This was taken to indicate 
his confidence in the mutually beneficial 
nature of future relations between 
Hongkong and the rest of China, turn- 
ing aside possible criticism from other 
leaders that he has been “soft” on the 

roblem of reuniting Hongkong (and 
aiwan) with the mainland. 

Hongkong remains crucial to 
China's economic development, with its 
ambitious goal of quadru ling 1980 out- 
put by the year 2000. Premier Zhao 
Ziyang told the fourth session of the 
sixth NPC that the total value of agricul- 
tural and industrial production should 
increase by an average of 6.7% annually 
during 1986-89, with industry growing 
faster at a rate of 7-7.5% and agriculture 
at 4-6%., 

This would involve a slowing down 
of the growth rate of the past five years, 
Zhao said, and would “avert strain on 
the economy and ensure the smooth im- 
plementation of reforms.” Zhao 
explained that under the present Five- 
Year Plan (FYP), the. country's 
seventh, it was hoped to boost national 





Hail to the chief 


output to Rmb 1.68 trillion (US$524 bil- 
lion). Concern is focused on the slow- 
ness of implementation of reforms in in- 
dustry and the need to reverse the pre- 
sent trend of falling grain output. 

Zhao labelled the past few years as 
"a crucial period" in Chinese economic 
growth while Deng, in his talk with 
Schlueter, said his government would 
“lay a foundation for continued stability 
for several decades to come." 

No discordant notes were heard in 
the various speeches and reports made 
to the congress. This was in contrast 
to last year's extraordinary confer- 
ence of the Chinese Communist Party, 





Deng: base for continued stability. 


when Vice-Premier Chen Yun openly 
criticised the economic reforms and 
"open-door" policy being implemented 
by Zhao under Deng's overall author- 
ity. 

As if to emphasise that the leader- 
ship of Deng, Zhao and party General 
Secretary Hu Yaobang is aware of prob- 
lem areas in the economy, the English- 
language China Daily ran a front-page 
lead story about agricultural problems 
in Sichuan province, where Deng's re- 
forms were first tested under Zhao be- 
fore the latter became premier. 


Seran; China’s most important 
agricultural province, will be al- 
lowed to keep Rmb 65 million in state 
taxes collected from rural industries 
over the past five years to enable peas- 
ants to invest more money in farming — 
especially grain production. 


| nearly 20%, dairy 
| eggs 65% — a large boost to the nation’ 





The bell-wether province is official 
reported to have shown a decline in tk 
proportion of agricultural investment @ 
total capital investment from 6.7% 8 
3.8%. This has meant a slowing up « 
construction. of such important rur: 
projects as irrigation and water-conses 
vation schemes. 

Decline in grain production was a 
most a nationwide phenomenon i 
1985, as peasants turned to more profi 
able occupations such as growing casi 
crops and running small industries. Tha 
is consistent with Peking's policies sing 
1979, but the leadership is anxious «| 
it should not be taken to excess just DE 
cause China has become se 
sufficient in grain production. 

Zhao identified the undesis 
able trends of recent years < 
over-investment in fixed assets 
excessive growth of consum[ 
tion funds, over-issue of cus 
rency and lax control over im 
ports. 

There have been numerou 
scandals involving unauthorise 
or inappropriate import c 
luxury goods, a heavy drain o 
foreign-currency reserves. 

The draft for the sevent 
FYP foresees average annus 
grain output at 415 million ton 
nes, an increase of 12% over th: 
sixth FYP average. Average an 
nual cotton output should b 
4.25 million tonnes, slightly les 
than in the preceding five -ag 






Oilseed crops are expecte 
yield 72.12 million tonnes. 
creases in meat production ove 
the seventh FYP period should b 


roducts 110% an: 


still rather meagre protein supply 
Aquatic products are to increase b 
29%. 

During the seventh FYP, Rmb 20 
billion will be spent on 925 major deve 
lopment projects, Xinhua said. These 
projects are in the fields of energy, rav 
materials, transport, postal and com 
munications services, and other key sec 
tors of the economy. Specifically, the 
would include iron and steel plant 
(held down in the sixth FYP), powe 
plants and generating stations, coal, ce 
ment and ethylene plants, ports, ane 
railway electrification. 

Most of the new projects would be it 
eastern China, which has the most de 
veloped industries and infrastructure 
For planning purposes, the country ha 
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n divided into three main regions. 
e Eastern Region takes in the coastal 
~ovinces from Hebei to Guangdong. 
e Central Region includes the north- 
Stern provinces, Inner Mongolia, 
anxi, Henan, Hubei, Hunan, Anhui 
ad Jiangxi, while the others — includ- 
g Sichuan, Tibet, Oinghai, Xinjiang. 
aanxi and Yunnan — make up the 
estern Region. 
The Eastern and Central regions are 
Im general to receive the most sophisti- 
ated, modern equipment and enjoy up- 
ting of their existing plant whereas in 
e west, the emphasis will be on 
ergy, minerals, forestry, animal 
usbandry and infrastructure. Foreign 
vestment will continue to be solicit- 








On the eve of the congress, the state 
uncil called for the promotion of 
E "horizontal" links in the econo- 
1y to ease the rigidity of the present 
vertical" organisation of industry 


ler the authority of government 
ustries. 


he directive said such links could be 

tight or loose as appropriate and 
mould involve cooperation in man- 

ower, resources, capital, technology 
ər marketing. Research institutes and 
ransport concerns should also forge 
such associations among themselves. 
3anks will be expected to aid the pro- 
:ess with loans and credits, and associa- 
ions can issue debentures. There will 
de tax concessions for these associations 
ind they will be shielded from double 
taxation. 

This directive, admirable in intent, 
will probably run into the usual 
ibureaucratic problems such as lack of 
Mnitiative, subservience to higher au- 
Mhority, conservatism and fear of in- 
&lebtedness. 

The reports to the congress were of 
&an upbeat nature, and the growing 

blems of crime and malfeasance 
p. dealt with more lightly than at last 

ars party conference. However, the 
sscope of the problem was highlighted 
during the session when four senior offi- 
cials in Harbin were arrested, for al- 
legedly taking bribes. One highly placed 
bureaucrat had allegedly accepted a 
bribe to order the sale of rolled steel to 
an enterprise in Shanxi at a low price, 
the deal having been arranged by one of 
his relatives. 

Another Harbin official was said to 
have wrongfully issued trading licences 
for gain, while a third has been accused 
of accepting bribes to "protect some cri- 
minals," an official account of the 
officials’ crimes alleges. The accused 
are to be tried after further investiga- 
tion. 

All in all the congress showed grow- 
ing confidence in the country’s steady 
economic progress towards the 21st 
century, but avoided airing any of 
vx political splits which are often visi- 

le. 
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Square one yet again 


PBS rejects Sabah coalition deal and holds out for a free vote 


By Suhaini Aznam in Kuala Lumpur 


t the eleventh hour, the much- 
publicised "Sabah formula” 
Prime Minister Datuk Seri Mahathir 
Mohamad's proposed plan for a coali- 
tion government in the state, which was 
to have ended two weeks of demonstra- 
tions and bombings and a year of politi- 
cal sparring — failed to materialise. 
After à whirlwind of backroom 
negotiations within each of the three 
major political parties in Sabah, mutual 
suspicions and jealous power plays, the 
coalition pact fell through when Sabah's 
ruling Christian-led, Kadazan-based 
party, the Parti Bersatu Sabah (PBS), 
rejected several key conditions of the 
proposal, 
ust hours before the formula was to 
have been signed on 29 March, 


a 


be 


| Poe 


| Usno demonstrators: peace formula falls through. 


Mahathir announced that the signing 
had been called off because the PBS had 
failed to agree on the terms. Sound- 
ing annoyed, Mahathir said that Sabah 
Chief Minister Datuk Joseph Pairin 
Kitingan had agreed to the formula in 
Kota Kinabalu and that it was “up to the 
PBS now" to make the agreement a 
reality. 

Pairin’s version is that he had agreed 
to a coalition in principle but final ap- 
proval could only be given after the PBS 
Supreme Council had met and arrived 
at a consensus. 

In the fallout, relations between the | 
PBS and the federal government, at 
best merely lukewarm, are again 
Strained. Pairin is understood to have 
presented counter-proposals, but after 
the PBS failed to sign the original agree- 
ment, Mahathir declared that there 
would be no further negotiations. 





The main points of Pairin’s counter- 
proposals were that elections be freely 
contested by all three parties — as op- 
posed to being conducted according to a 
pre-arranged formula — that all parties - 
contest the elections under their own 
party banners and that both PBS and 

sno be admitted into the ruling Na- 
tional Front after the election. Changes 
of these being agreed to are considered 

The collapse of the coalition agree- j 
ment was a blow to the prime minister, | 
who had expressly gone to Sabah to | 
propose the formula to the three parties 
— his first visit since the PBS won the 
state elections last April (REVIEW, 3 
Apr. '85). Mahathir had even gone out 
on a limb when he confidently announc- 





ed at a political rally in Kelantan on 28 ' 
March that the coalition pact would be | 
signed the following day. * 
Thus the PBS is seen to have embar- | 
rassed Mahathir — for the second time. | _ 
Last April, when it defeated the then | 
ruling Berjaya party, and by extension 
the full National Front political machine 
— of which Berjaya is a member and 
PBS not — it did so after Mahathir had 
announced that the National Front | 
1 
1 





would "sink or swim with Berjaya." 
Now, again, the PBS government | — 
has risked earning more federal displea- | - 
sure. It seems unlikely that it will be ac- 
cepted into the front now, observers 
agree. More serious for the party, 
perhaps, is the fact that the federal gov- 
ernment holds the purse strings to fed- 
eral-development funds on which states 
are heavily dependent and controls 
state security through the police depart- 
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reatened to ditch him should: t 
-cept the deal on the terms offered. Even 
the PBS Supreme Council was divided 
in their sentiments, said an insider. But 
when National Front Secretary- General 
Ghafar Baba telephoned an ultimatum 








. tate econ: and contest the elections 
nder the National Front banner — 
ven those more reconciled to the coali- 
on reacted against the pressure. 

The whole crisis had developed over 
ie issue of the pending state elections, 

brought about when Pairin sought a dis- 
lution of the state assembly in order 

iat he might seek a fresh and more se- 
'ure mandate from the electorate. This 
was challenged in the courts by the op- 

position United Sabah National Organi- 
sation (Usno) and protested against in 
demostrations and violence in. which 
five people died. 

The PBS is confident of STORY: if 








By Peter Wise in Lisbon 


decade after the brief ail war that 
"A precipitated the annexation of the 


asits27th province, remnants of the ter- 
Titory's two main nationalist move- 
ments have joined forces in their strug- 
le against Jakarta. 
. The Revolutionary Front for an In- 
lependent East Timor (Fretilin) — 
vhich has continued to wage an on- 
gain off-again guerilla campaign 
nst Indonesian forces — and èle- 
nts claiming to represent what was a 
ore conservative group, the Timorese 
emocratic Union (UDT), announced 
Lisbon in late March that they were 
aging in joint initiatives on both the 
matic and military fronts to further 
demand for self-determination for 
zast Timor. 
It is as yet unclear whether the pact 
cated a strengthening of nationalist 
ance in the small, half-island terri- 
where Jakarta has launched succes- 
inti-guerilla offensives and made 
to induce the population of some 
conform to Indonesian rule. 
in and UDT emerged as East 
or's two main independence move- 
s in 1974. Fretilin embraced social 
mocrats as well as Marxist-Leninists, 
d pressed for speedy negotiations to 
ain fu independence, athe UDT 
avoured a more. gra 















eral wishes for a coalition and piés- | 
ires from his own supp orters, who 
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former. Portuguese Timor by Indonesia 


ocess in. 





. pendent East Timor ruled by Fretilin as 








according to a party insider, given th« 
association of images — federal leaders 
backing Usno and Berjaya against the 
PBS. By the same token, a pre-election 
coalition would only taint the PBS as a 


weak party, one willing to compromise 
with its natural enemies. 


D" negotiations over Mahathir's 
proposals, the players almost trip- 
ped over each other in their haste to pre- 
empt their rivals. Initially, an election 
itself, in any form, seemed in doubt. 
Each party emerged from its respective 


leadership huddle with different in- 


terpretations of the formula: the PBS 
talking of elections; the opposition 


. Muslim-based Usno convinced that no 


elections would be held, while Mahathir 
simply said "whether or not elections 


are held depends on how the parties - 


perform." 

But within days, despite both Usno 
and Berjaya’s private reservations 
about elections, Mahathir committed 
himself to a vote. Sealing that decision 


- Ti mor s o i ensive 


Remnants of independence movements join forces 


which the territory would maintain 
close ties with Portugal. A third group 
called Apodeti advocated immediate 
integration with Indonesia. Indonesia 
considered the possibility of an inde- 


a threat to its security. 
Defeated by Fretilin in 1975, UDT 


shifted its position, favouring integra- | 


tion with Indonesia. Indonesian troops 
invaded East Timor late that year and 
the territory was proclaimed a province 


of Indonesia in 1976, following a peti- 


tion approved by a local assembly domi- 


nated by Apodeti and UDT. Many from | 


the Apodeti and UDT groups have 


joined the East Timor government - 


under Indonesian rule. The current gov- 
ernor of the province, Mario Carras- 
calao, was a UDT member. 


| The formation of the so-called Freti- | 
lin-UDT coalition was announced just 


as reports emerged here of Indonesian 
preparations for a new offensive against 
Fretilin strongholds, supposedly to start 
in mid-May. 

Inside East Timor, the new Fretilin- 
UDT alliance will not increase the 
guerillas’ fire power but could improve 
their operational effectiveness. It is 


claimed that the UDT remnants operate . 


an intelligence network in the capital, 


Dili, that will be put at the service of |. 
Fretilin. ee some UDT members | 









e elections are : held: But to contest. 
them under the National Front bar 





| PRU an estimated 10, 000 
10-15,0 er so 











Talib Othmz legal 6 opir 
a ahothir that i it was. s impossi le to r 
$tore a state assembly once it was di 
| solved. Logically; it would seem like 
that the Sabah election will be held : 
conjunction with federal parliamentai 

elections now. widely expected to t 

held on or before 3 May. : 
| Coalition itself was not the on 
issue. More difficult was the plan fc 
















"guided elections” — with a pre-dete 
mined outcome —~ after a coalition wa 
formed. In that blueprint, the 48 electe 
assembly seats were supposed to hav 
been divided according to each party 
respective strengths after last April 
voting which put the PBS into power — 
26 to the PBS, 16 to Usno and four te 
Berjaya, with the other two allocate» 
either to the PBS or Usno. This woul 
be effected through pacts under whic), 
the three parties would not put up can 
didates against each other. 
But even as the three partics mulk 
over the arithmetic in the *guided-ele@ 
tions" formula, strategists in each wer“ 
also busily scheming to field indepen 
dent candidates in their rival's cong 
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have been fighting alongside Fretilin 
since the Indonesian invasion: the 


group has no combat units, at its own, F 






| 

tion will pe. felt most st 

| tugal and Australia, the 

| where non-government movements it 
| support of East Timorese independence, 
| are most vocal. Some political partie: 
| and church groups will find a ——— 
| movement that includes the stronel 

| Roman Catholic UDT more acceptabl 

| than Fretilin alone. 

But not all among the two groups ex- 
pect their new alliance to have the same 
| impact on the Western governments 
[3 which have sided with Indonesia. 
| "Quite frankly they don't care whetl 
the independence fighters in East Tink 
i 
i 







are communists or devout. 
Catholics,” said Jose Ramos ‘Horta. 
who has spoken for Fretilin at the UN. 
"They are guided purely by economic 
interests in this question,” 





' he said. 


M“ of East Timor’s nationalists 
We acknowledge that a military victory 
| over Indonesia is impossible. They aim, 
instead, to match their diplomatic cam- 
paign with a guerilla war that will con- 
tinue to sap Jakarta's economy and con- 
tribute, among other factors, to up 
heaval in Indonesia which, they believe, 
would eventually lead to the overthrow 
of President Suharto by forces open to 
negotiating East Timorese indepen- 
dence. 

According to Fretilin, independent 
sources in Jakarta and Europe estimate 
Indonesia spends US$1 million a day 






tituencies, who would then merge with 
e sponsoring party if they won. 
But it was another alleged scheme by 
Berjaya that apparently sealed the PBS’ 
‘ejection of the coalition idea — and 
inderscored the apparent. futility of 
wlections to resolve Sabah's political un- 
west. The PBS claimed to have obtained 
a tape of a conversation between two 
Berjaya stalwarts outlining its plans to 
Muy over some PBS assemblymen after 
Ahe elections, and thus gain enough 
votes to pass a vote of no confidence in 
Pairin as chief minister. Berjaya has 
denied this. 
Saying that he was “very hurt at the 
Mack of sincerity" among his potential 
oalition partners, Pairin declared that 
fe was still willing to work out “some 
form of cooperation” with Usno and 
Berjaya after “free-for-all” elections 
rather than “guided” ones. 
The fear now is that emergency rule 
may become the solution — despite the 
ct that the federal government is hesit- 
t to take that step. Although 
Mahathir has gone on record as saying 
that imposing direct rule would not be a 
political solution for Sabah, if violence 








gence from Jakarta and Dili indicated 


about 600 Indonesian soldiers have 
been killed or injured in the conflict 
every six months for the past two years. 
He said Fretilin forces numbered 3,000 
together with several thousand support 
militiamen. Indonesian armed forces 
commander Gen. Benny Murdani said 
in December 1984 that Indonesia had 
7,000 soldiers in East Timor fighting 
1,000 active Fretilin members and 3- 
5,000 sympathisers. 

Ramos Horta said short three- to six- 
month turns of duty in East Timor were 
indicative of low morale within the In- 
donesian army. He said two-thirds of 
Indonesia's —300,000-strong armed 
forces had already seen active service in 
East Timor. 
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again escalates as it did in March, both 
the federal government and the Usno- 
Berjaya alliance could this time blame 
the PBS for its unwillingness to honour 
Mahathir's call that “some have to make 
sacrifices.” 

In fact, after a week of peace, during 
which an initial 12-hour curfew was re- 
duced to four, a bomb did explode in 
Likas, on the ourtskirts of Kota 
Kinabalu on 31 March, the very night 
Pairin returned from meeting Ghafar in 
Kuala Lumpur to present the PBS' 
counter-proposals. 

With so much bad blood between 
them, and with each party having 
pledged itself to guarding the interests 
of one specific community or group of 
party loyalists, a team spirit in the Sabah 
assembly or cabinet seemed destined to 
remain an unattainable ideal. It was 
noted by observers in Sabah that even 
amid of the coalition negotiations and 
public expressions of confidence that 
the crisis was about to end, there was no 
evidence of any day-to-day cooperation 
between the three parties nor any indi- 
cation of how they were going to be able 
to work together. 


Family members of recent 
refugees from East Timor 
said the refugees described a 
build-up of Indonesian forces 
in readiness for an anti- 
guerilla offensive expected to 
be launched in May. They 
said the Indonesians were 
using Puma and Alouette as- 
sault helicopters together 
with US-made troop trans- 
port helicopters. 

On the diplomatic front, 
members of the indepen- 
dence movement hope to 
bring the East Timor ques- 
tion before the UN General 
Assembly once again this 
year, seeking its approval to 
put the case to the Interna- 
tional Court of Human 
Rights in The Hague, 
Netherlands. The motion is 
expected to be sponsored by 
one of Portugal's former African col- 
onies. The UN General Assembly last 
voted on East Timor in 1982 when the 
vote was 50-46 in favour of an Indone- 
sian withdrawal with 50 abstentions. 
[he vote calling for an act of self-deter- 
mination in East Timor had been 72-10 
with 43 abstentions in 1975. 

Meanwhile, sources in Lisbon said 
Portugal and Indonesia, which have 
been holding behind-the-scenes meet- 
ings at the UN, were expected to meet 
for unofficial talks sponsored by UN 
Secretary-General Navies Perez de 
Cuellar in June or July. Perez de Cuellar 
Is expected to present the result of an in- 
quiry he has been conducting into the 
East Timor issue and alleged human- 
rights abuses there. Oo 
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Colonial 











confab 


Portuguese President Soares - 
sends a delegation to Macau . 


By Peter Wise in Lisbon 


three-man presidential delegation. 

from Portugal arrived in Macau on 
2 April to sound out the community on 
the appointment of a new governor be- 
fore negotiations begin this year on re- 
turning the Portuguese enclave to 
Chinese administration. 

Newly elected President Mario 
Soares has entrusted the mission to one 
of his closest collaborators and friend, 
Jose Gomes Mota, the chief orchest- 
rator of the veteran socialist leader's 
successful presidential campaign. 

Gomes Mota is accompanied by 
former foreign ministers Victor sa 
Machado and Carlos Gago Correia. 
The delegation is expected to meet 
members of Macau's legislative assem- 
bly together with representatives of the 
Chinese community and other interest 
groups before reporting to Soares, 

Soares is then expected to convene 


| the first meeting of his council of state, a 





| top-level presidential advisory —* 
t- 


before taking a final decision in cons 
ation with the centre-Right government 
of Prime Minister Anibal Cavaco Silva. 


Gomes Mota, 53, a former president 
of the state airline, Tap-Air Portugal, 


was initially tipped as the leading candi- 


date for Macau's governor. But presi- 
dential sources said Soares had made 
clear privately that none of the men in 
the delegation is in the running. 

Speculation in Portugal has nar- 
rowed potential governors down to two. 
The most spoken about candidate is 
Gen. Hugo Rocha Vieira, 46, a former 
army chief of staff, who was a com- 
mander in Angola during Portugal's 
colonial wars, later chief of the armed 
forces in Macau and a member of the 
government there in 1974. 

Recent reports in Lisbon, however, 
have suggested Soares might break with 
tradition and appoint a civilian. 
Joaquim da Silva Pinto, 50, the man 
who organised Soares’ presidential 
campaign in Lisbon, is tipped as the 
most likely contender. A lawyer, he is 
now a company director with broad ex- 
perience in government, particularly in 
economic and labour ministry posts, 
trade and industry. He is one of the few 
who has not yet been awarded a post. 

The appointment of a civilian gover- 
nor would be in keeping with the em- 
phasis Soares has given to the de- 
militarisation of politics. Macau watch- 
ers in Portugal, however, say Macau 
wants a military man. 
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INDIA 


Acommunal 
quandary 


Hindu-Sikh killings put the 
Punjab regime in a bind 


By Salamat Ali in New Delhi 
S terrorists in Punjab have finally 
exercised an option they had long 
held in reserve. Through widespread, 
premeditated and indiscriminate kill- 
ings of Hindus in Punjab, they are turn- 
ing the Hindu-Sikh polarisation into a 
direct and violent communal conflict. 
This places the moderate six-month-old 
Akali Dal government in Punjab in a 
no-win situation. 

The current phase in Punjab, 
marked by curfews in several towns 
where the Hindu community outnum- 
bers the Sikhs, though the latter are in 
statewide majority, underscores the ris- 
ing communal confrontation severely 
testing India's secularism, 

Commenting on the situation, the 
daily Times of India editorialised on 1 
April: "It is self-evident that the ex- 
tremists and terrorists are determined 
to promote a Hindu-Sikh conflict in the 
state and beyond, and that they have 
succeeded in ample measure. In fact it 
will not be much of an exaggeration to 
` say that they could not have expected 
the kind of success they have achieved. 
The Hindu-Sikh estrangement is a fact 
and the damage is not limited to Punjab 
alone." 

To contain this damage, New Delhi 
has taken several steps. It sent Minister 
of Internal Security Arun Nehru to 
meet Punjab's politicians, adminis- 
trators and business leaders on 28 
March. After his meetings, he told 
newsmen at Ludhiana that the situation 
in Punjab was very grim. He assured 
Punjab's Chief Minister S. S. Barnala of 
New Delhi's total support in fighting the 
terrorists. 

Further, the Indian army was or- 
dered to remain on stand-by alert in the 
state. New Delhi also appealed to all op- 
position parties in parliament for coope- 
ration in a joint effort against terrorism 
and obtained full backing of all the lead- 
ers in evolving a "common strategy." 
Barnala assured New Delhi of his re- 
solve to put down terrorism firmly. A 
veteran politician, Sidarth Shankar Ray 
was made the new state governor. 

Besides, Punjab's police chief was 
replaced on 30 March and the new ap- 
pointee was promised a free hand in 
choosing his aides in the department, 
which is said to have a number of sup- 
porters and sympathisers of the ter- 
rorists. Barnala, who had been dither- 
ing since assuming office as chief minis- 
ter, now seems ready to get tough. He 





had been apprehensive of being accused 
of cracking down on the Sikhs, whose 
votes brought him to power. 

Living like a virtual prisoner amid 
tight security cordons around his office 
and home, Barnala has fought the ex- 
tremist propaganda that he is a Sikh 
quisling protected by New Delhi in re- 
turn for crushing his own community. 
Besides, some of the rivals within his 
own party are highly dissatisfied with his 
handling of their interests and are 
widely believed to be in contact with the 
terrorists. 

The central authorities have chosen 
to support Barnala fully and encourage 
him to put down terrorism as strongly as 
he possibly can. But no one believes 
that he can achieve much except to force 
the terrorists to lie low temporarily and 
resurface within weeks. Indian officials 
maintain that onlv a handful of ter- 
rorists are destabilising Punjab and that 
the overwhelming majority of Sikhs in 
the state favour a speedy return to nor- 
mality. However, they are unable to ex- 
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plain how extremism can thrive if the | 


masses are hostile to its basic cause. 

Should Barnala fail, New Delhi's op- 
tions would be either to promote one of 
his rivals within the Akali Dal or sus- 
pend the state assembly and impose di- 
rect central rule which would further 
add to the number of alienated Sikhs in 
Punjab. But that would be the last re- 
sort, for it would signify the determina- 
tion to defend India’s integrity at any 
cost and with all the forces at its com- 
mand. 

Barnala's options are also limited. 
He could obstruct harsh measures con- 
sidered necessary by the police to main- 
tain order and thereby make himself li- 
able to dismissal by New Delhi. Alter- 
natively he could make a genuine effort 
to crush extremism. The latter course 
could lead to militants as well as many 
innocent Sikhs being caught in the 
police dragnet, further intensifying the 
disaffection among the state's Sikh com- 
munity. o 
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Power of the 
old guard 


A KMT plenum ignores pressure 
for major leadership changes 


By Carl Goldstein in Taipei 


wit the 31 March close of a ma 
jor ruling Kuomintang (KMT 
plenum, early signs were that the party’ 
gerontocratic leadership had rejectee 
growing pressure for change. 

The most notable announcement o 
the three-day conference was the nam 
ing of four new members to the party": 
31-strong central standing committee 
One of the four, Education Ministes 
Lee Huan, 69, is a long-time China 
Youth Corps associate of President ( K 

arty chairman) Chiang Ching-kuo. 
y "The inclusion of the other three re 
presented a step up for a younger gener 
ation of leaders: Interior Minister Wu 
Poh-hsiung, 46; Justice Minister Shit 
Chi-yang, 46, like Wu a native 
Taiwanese, and Chen Li-an, 48, chair 
man of the National Science Counc 
and the son of a former vice-president. 

Chiang, 76, presided over the gather 
ing of more than 900 senior KMT cadre: 
at a heavil p: mountain-top re 
treat near Taipei. His poor health — he 
walked unsteadily and his 40-minute 
opening speech was read for him by 
party Secretary-General Ma Soo-lay — 
only accentuated the plenum’s failure te 
take concrete succession measures. 

Political observers had said the party 
might reinstitute the post of vice-chair- 
man to grease the succession 
mechanism, with Vice-President Lee 
Teng-hui viewed as the leading candi- 
date for the post. In the event, nothi 
was done. Lee's position in the p 
hierarchy did rise, though, as he jump: 
from ninth to third in the standing com- 
mittee line-up. 

The proceedings were carefully 
watched by politically conscious mem- 
bers of the public, but the results did not 
elicit much cheer. **There were no sig- 
nals at all of any coming significant 
changes to satisfy our expectations," a 
— political scientist said. 

ose expectations were reflected in 
an opinion poll published in the influen- 
tial China Times on the day the plenum 
Heute The poll was conducted among 
500 university professors. 

Some 60% of the respondents sup- 
ported the idea of holding new elections 
for the national assembly, the majority 
of whose members were elected on the 
mainland before 1949, Only 12% felt the 
KMT's policy of refusing all contacts with 






China to be an effective counter-policy 
to Peking's offers of commercial rela- 
tions, peace talks and full autonomy. D 
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Flexibility 


The mark of a successful bank 





Borrowing or foreign exchange problems require 
flexible solutions. We respond to your needs 
with all the resources of a truly international bank. 


UBS - the flexible bank. 
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Alcatel completes the first undersea optical fi 





The America's Cup. The sort of challenge we relish. A human 
challenge, and a technological one too 

We are always the first to take up this sort of challenge in 
the telecommunications field. 

Thats how we've become one of the world leaders in the 





field of data transmission. By radio, by satellite, by landline 
or undersea cable. Our technological lead and our mastery 
of fibre optics won us the contract to produce and install 
the undersea link between Singapore and France. And the 
French section of the transtlantic TAT 8 optical fibre link. 


| we provide 25 % of the world market's requirements 
dersea telephony equipment. The extent and breadth 
catel's technical know-how places the group among the 
jesigners of global telecommunications systems. 
communications of tomorrow. Today 
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Y^ can find demanding companies in every in- 
lustry - among electronics firms, chemic al pro 
ducers, manufacturers of tovs, distributors of fast 
food. They're the companies that would rise to 
the top in any field. They demand a lot of them- 
selves and, not surprisingly, of their suppliers. 
And when arranging container 
transport between Europe 
and the Far East, they call on 
ScanDutch. | 

Whv? Because at Scan 
Dutch we demand more of our- 
selves than do any of our cus 
tomers. For example, we have more expe rience 
than any other line on the route in operating 
a fixed weekly sailing schedule, a schedule that 
puts heavy demands on us but that is the most 
favourable freque ncy for our customers. It allows 
them to plan long in advance, to integrate their 
production and distribution activities. and to take 
advantage of the accompanying reductions in costs. 

We're also the route's only carrier that is 
structured as a “one-line” organisation. Once 
again, it requires more of us. But it makes book- 
ing space a great deal easier for our customers. 
And, if there's ever a question of responsibility for 


Fixed 


i eekly containe fransport between 


F urope and the 


an order, shippers know there’s only one line they 
need to call. 

But perhaps the reason so many knowledge 
able shippers insist on ScanDutch is the profes- 
sionalism of our staff. As a leader in transport lo 
gistics, we school our Agents in the complex sci 
ence of moving cargo thousands 
of miles as cost effectively as 
possible — taking into account 
parameters such as ware 
housing expenses, in-transit 
inventory charges, insurance 
rates and the many other 
“hidden costs” of distribution. 

If you're exporting, you'll find our Stowage 
Advisors a valuable source of assistance, whether 
you have a difficult piece of cargo to ship or are 
trying to stuff a container 
low * ‘box” 


Far East 


to take advantage of 
rates. 

We can help vou reduce import costs through 
our freight consolidation service. And thanks to 
our expertise in inland transport, we can arrange 
dependable door-to-door delivery of vour compa 
ny's products anywhere on two continents. 

It's not the easiest wav to run a business. But 
when your customers are demanding... 


WE HAVE THE MOST DEMANDING 
CUSTOMERS IN THE BUSINESS 





SOUTH KOREA 


The Kims talk tough 


2pposition presses demands for revision of constitution 


y Shim Jae Hoon in Pusan 


he people of Pusan, the second larg- 

est city in South Korea, had an un- 
sual Sunday on 23 March, as the oppo- 
tition New Korea Democratic Party 

NKDP) kicked off a major indoor rally 
#0 press for revision of the constitution, 
which President Chun Doo Hwan con- 
Nrmed under martial law six years ago. 
(n an apparent attempt to divert atten- 
ion from the rally, government officials 
and even some industrial workers were 
allegedly asked to forgo their customary 
holiday and report to work, and some 
Mniversity professors astonished stu- 
ents by abruptly inviting them to “wel- 

me-freshmen" parties. 

` There were also plenty of other 
events to take people's minds off the op- 
position rally, which was designed to 
-ollect up to 10 million signatures 
nationwide on a petition to amend the 
constitution in favour of reviving the 
system of popular election of the presi- 
dent. Some residents said they were in- 
vited to at least three entertainment 
shows featuring celebrity singers sud- 
denly flown in from Seoul. 

If al! this hubbub really was meant to 
keep as many people as possible away 
from the two-hour gathering at the 
downtown Daehan Theatre, which has 
a seating capacity of some 2,000, the 
government must have been disap- 
pointed. According to local journalists 
and private police estimates, the 
crowd's size at one time reached about 
30,000 — the majority overflowing on 
to the streets and buildings near the 

eatre. Those present interrupted dis- 
P leader Kim Young Sam's speech 

ore than a dozen times as he called 
Chun a second Marcos and attacked 
him for dragging his feet on democratic 
reforms. 

Later, several thousand people, 
chanting slogans such as "Down with 
military dictatorship," joined NKDP 
supporters in what must have been the 
biggest such demonstration in years. 
The spectacle provided a sharp contrast 
to similar outdoor rallies in Seoul, 
where they seldom attract people other 
than students. In another sharp depar- 
ture from Seoul, the police here han- 
dled the whole event more deftly, stay- 
ing mostly in the background and re- 
fraining from charging into the crowds 
swinging truncheons or firing teargas. 

The government's move was well ad- 
vised, as Pusan not only happens to be 
Kim's longtime constituency where he 
remains a lionised figure, but also a city 
with a reputation for political volatility, 
which must have figured in officials' 
minds. In October 1979, shortly before 
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the assassination of then president Park 
—— Hee, the city’s 3.7 million people 
Staged an open revolt against his au- 
thoritarian regime. In the 1985 general 
election, voters here ousted three of the 
six government candidates running for 
the national assembly. 

For these reasons, as well as the re- 
cent toppling of the Marcos regime in 
the Philippines which has cast a shadow 
over South Korea, political activists view- 
ed the NKDP rally as a weathervane 
for the rest of the nation. They were not 
disappointed. “The number of people 
who turned out in defiance of various 
government tricks — they cancelled our 
permit to use the much bigger Sajik 
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interrupted. 





Stadium at the last minute — convinces 
me that our constitutional struggle will 
succeed," Kim said. 


Fo the 59-year-old NKDP adviser, 
it offered a rare chance to speak di- 
rectly to the people without resorting to 
the restricted press here, which had 
been told not to publicise the rally. Re- 
peatedly comparing the political situa- 
tion here to that of the Marcos-era 
Philippines, Kim in his fiery speech de- 
clared: “I hope [Chun] will not be a sec- 
ond Marcos by turning deaf ears to de- 
mands for democracy . . . all dictators 
either die in office or flee their coun- 
try.” He argued that he wanted all the 
chief political players in South Korea, 
including Chun, to be included among 
those benefiting from a peaceful resolu- 





tion of political differences. He pro- 

posed a meeting between Chun on the 

one hand and himself and Kim Dae 

J ung on the other. 
i 


gnificantly, Kim Young Sam 


| peer age st mentioned the need for the 


outh Korean armed forces to stay out 
of politics. Criticising Chun for 


| using the issue of national security — 


military threats from the North — to 


| justify political repression, he asserted 


South Korea should emulate Israel, 
which prides itself on maintaining its 
democratic institutions amid a per- 
petual war. “Let me advise the military 
to devote itself to the primary duty of 
defending the nation . . . the military 
ought to be loyal to the people, not to a 
handful of persons." Apparently, the 
role Gen. Fidel Ramos played in turn- 
ing the tide in Manila figured very much 
in his mind. 

Kim Dae Jung spoke also, though in 
a speech taped at his home in Seoul 
since police prevented him from taking 
the train to Pusan. As his voice boomed 
from roof-top loudspeakers con- 
nected to the microphone inside, 
people milling around and filling 
the streets below applauded. He 
as well as Kim Young Sam de- 
clared that so long as the cur- 
rent constitution left the in- 
direct electoral system intact, the 
NKDP would not field a candi- 
date in the next presidential con- 
test. 

That effectively wiped out any 
chance for a compromise formula 
involving improvement on the 
current system. Such a possible 
compromise was suggested the 
next day by Roh Tae Woo, chair- 
man of the ruling Democratic Jus- 
tice Party, who indicated he might 
be willing to reform the present 
system in a move that might im- 
prove chances of opposition can- 
didates vying against retired mili- 
tary figures in the next election. 
This compromise formula is per- 
ceived to be the only way for mili- 
tary-backed candidates to get suc- 
cessfully elected, many observers 
here agree. 

The emotional upsurge created by 
the Pusan rally has resulted in a closing 
of ranks within the NKDP behind the 
hardline programme of the two Kims — 
more than 60 of its 90 members of parlia- 
ment participated in the rally. A grow- 
ing number of peor are responding to 
its battle-cry and this has left many ob- 
servers wondering if the ruling party 
can really stop the campaign from snow- 
balling to other cities. In the wake of 
the successful campaign in Pusan, all 
eyes then turned to Kwangju, where the 
NKDP was to hold its next provin- 
cial rally on 30 March. Apart from 
its internationally famous insurrection 
against Chun in 1980, Kwangju happens 
to be Kim Dae Jung's chief political 
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Official free expression 


A Tokyo court rules the government controls textbook content 


By Bruce Roscoe in Tokyo 


apanese historian Saburo Ienaga has 

lost a 20-year-old legal battle ques- 
tioning the legitimacy of government 
screening of history textbooks, In ruling 
against lenaga, now 72, the Tokyo High 

ourt upheld the government's case 
that the state has the right to exercise 
control over textbook content and that 
such control does not violate a constitu- 
tional guarantee of academic freedom 
and freedom of expression. 

High Court Judge Kiyoshi Suzuki 
said the government could not be found 
guilty of censorship when books not au- 
thorised for school use are freely pub- 
lished and sold. The ruling overturns a 
1972 Tokyo District Court judgement in 
lenaga’s favour. Ienaga said he will ap- 
peal the new ruling to the Supreme 
Court. The original case arose over the 
Education Ministry’s rejection of his- 
tory books written by Tenaga in 1962 
and 1963. 

Apart from strengthening the Edu- 
cation Ministry's resolve to screen 
textbooks, the ruling, handed down on 
19 March, could rekindle Chinese and 
Korean passions over the ministry’s 
1982 textbook revisions, which toned 
down references to atrocities commit- 
ted by the Japanese military during 
World War II. 

During the furore surrounding the 
revisions, China charged the Japanese 
Government with flagrantly distorting 
history in recommending, among other 
revisions, that history writers substitute 
the word “advance” for “invade” to de- 
scribe Japan’s incursion into China in 
the 1930s. South Korea followed 
China’s protests with a series of its own, 
including against the deletion of refer- 
ences to the “forcible” transfer of Ko- 
reans to Japan when Japanese mines 
and factories needed labour during the 
war. 

The protests from Peking and Seou! 
developed into a diplomatic row and 
threatened to impair relations. Japan's 
rewriting of history is not unique, but 
Peking and Seoul viewed the ministry's 
exercise as having been carried out 
with an arrogance they found all too 
familiar in official Japanese attitudes 
towards a period of history both be- 
lieve Japan should not be allowed to 
forget. 

_ Some observers here were surprised 
at how quickly China and South Korea 
acquiesced to assurances from Tokyo 
that the Education Ministry's textbook- 
revision procedures would be reviewed 
and that Peking's and Seoul's views on 
the subject would be respected. The 


- Education Ministry, in fact, has since 





then hardened its attitude towards criti- 
cism of its revision policies. 

In August 1982, then chief cabinet 
secretary Kiichi Miyazawa said in a 
statement: “Japan will pay full heed 
to this [Chinese and South Korean] 
criticism . . . and the government will 
undertake on its own responsibility to 
make the necessary [textbook] amend- 
ments." 

And then education minister Heiji 
Ogawa announced in November of the 
same year that, beginning on 1 April 
1983, the ministry would "correct" the 
textbooks. 

It may be that Ogawa's statement 
was little more than an empty, if well- 
intentioned, gesture. In a ministry- 
approved junior high school history 
textbook for second-graders, which was 
printed and distributed in January 1984, 
some controversial passages remained 
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of major foreign assaults on Japanes 
forces include the number of Japanes 
dead. For example, one passage state 
Japan "inflicted a big loss" on Pea: 
Harbour, while *around 200,000 peopl 
died in the atomic bombing « 
Hiroshima, and 130,000 in the bombin 
of Nagasaki." 

Further. the word zetsumetsu (at 
nihilate or exterminate) is used to dt 
scribe the fate of Japanese soldiers et 
countering foreign forces. Many pa 
sages describing battles appear decepti 
because of the repeated use of passis 
verbs which at times — even to Japa! 
ese readers — obscure the identity « 
the aggressor. 

Seoul's main argument with Japan 
textbook revisions centres on treatme! 
of the 1 March 1919 Korean uprisir 
against Japanese colonisation and wh: 
Tokyo refers to as the “repatriation” : 
Korean labour to work in Japanese co 
mines and forests during World War I 
The way in which the 1919 uprising 
described gives the impression it was é 
isolated riot, not an organised prote 
against Japanese rule. As for Japan 
deletion of textbook references ! 
"forced Korean labour," Tokyo argu: 
that since Koreans were considered J. 
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unchanged. The text compromises on 
the “invade” versus “advance” issue by 
using both words in the same context, 
though in a chapter heading the word in- 
vasion is used, 


O n the 1937 “Rape of Nanjing,” dur- 
ing which at least 89,000 civilians 
were killed by the Japanese, the text 
contains only a footnote reference: “Be- 
cause there was shooting by some civi- 
lians in the confusion of the occupation, 
Japanese soldiers killed numerous civi- 
lians, including women and children." 
The wording suggests that the massacre 
was provoked, a view hotly disputed by 
Peking. 

Other references to casualties in- 
flicted by the Japanese are similarly 
silent on the death toll, though accounts 


panese citizens at the time, they we 
not “forced” to work 
Officia! South Korean criticism 
Japanese textbook content may n 
have been solely aimed at getting co 
troversial passages changed. The iss 
in 1982 was clouded by complicat 
negotiations with Tokyo for several b 
lion dollars in aid. Given Seou!'s need 
the time for the support of anti-co) 
munist, rightwing Japanese in the : 
negotiations, Seoul may have been ı 
luctant to press for the textbo 
changes. In any case, the changes ! 
uested by Seoul were not made, a 
South Korea protests no more. 
Government censorship is not 
mited to textbooks of wartime histor 
Current-affairs texts, the Japan Feder 
tion of Publishers Unions says, à 
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kind e union. Since July 
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loser LDP scrutiny. 
after the discovery in early 1982 of a 
sextbook reference to the LDP as a 
party too long in power. 

Seicho Matsumoto, a writer and so- 


cial critic who has followed the textbook | 


controversy, said official screening took 
oot: in 1963 when the government 


megan to supply all school textbooks | | 


avithout charge. For education officials, 
khe shift in policy meant they were able 
Ko regain control over content, 
irogative they lost to US Occupation au- 


thorities after the war. But the Educa- | | 


tion Ministry has. not endeared the pub- 


lic to its cause by keeping the approval 
roces — from | public view. R is 








—— detailed i in à 
cation some of the methods used by 
Education Ministry bureaucrats to en- 





issued by the ministry to history 
textbook Writers, ministry screeners 
issue guidance on the suitability of cer- 
tain textbook passages, Matsumoto | 
said. 
© Writers who take note of the mints- 
try’s advice are assured their works will 
reach the mass-education market with- 
out delay, a consideration also impor- 
tant to publishers who give advances on 
royalties and expect sales to the govern- 
ment of several million copies. Mat- 
‘sumoto says typical ministry comments 
are oblique and carry no recommenda- 
n for rewriting. "Ministry officials 
would say, ‘This description is too 
dark,’ or, ‘This section would ; ive child- 
a heavy impression’ ,” {atsumoto 
xtbook w 
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ry gave the party full control over | 
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Control tightened | 


à pre- 


1979 publi- | 


sure their viewpoints are reflected in | 
textbooks. Apart from a writer’s guide | 


riters get the mes- 
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packaging machinery is the key 
to production line economies 
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The south leads the country away from subsidised socialism 





By Nayan Chanda in Hanoi 


A decade after com- 
munist tanks crashed 
through the palace 
gate in Saigon, ending 
é the Vietnam War, a 
esu) new revolution is in 
teeta the making in the 
country, this time led 
largely by southern party leaders and 
managers. 

This revolution is one aimed at 
achieving productivity and efficiency in 
a poor country caught in the web of 
hidebound bureaucracy and subsidy- 
based socialist planning. Despite oppo- 
sition from certain quarters to the eco- 
nomic liberalisation, and the setback it 
suffered due to a disastrous currency 
conversion programme, the reformist 
school is holding fast. 

If the recently introduced econo- 
mic innovations continue and a young- 
er and modern-minded lendeiehip 
emerges in the forthcoming congress of 
the Communist Party of Vietnam, 1986 
could be a watershed year for the coun- 
try 
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Returning to Vietnam after an ab- 
sence of five years, one is struck by the 
apparent improvement in people’s 
standard of living in Hanoi and the 
northern countryside. While the coun- 
try remains extremely poor, more food 
and consumer goods are available and 
housing is better than was the case in 
1981. But even more striking is the 
openness with which the generally 
docile people, even party cadres, grum- 
ble about their condition and voice the 
need for drastic changes. In the south, 
which has made significant progress in 
reviving the economy, the criticism 
against blunders made by the central 
leadership is even sharper. 

More than ever the Vietnamese, 
especially the long-suffering people in 
the north, are ready for a drastic —— 
— and they are making it known. Eco- 
nomic reforms introduced since 1979 
have brought about a noticeable im- 
leac in Vietnam but have only 

eightened expectations, not satisfied 
the demand for a fundamental change. 
Beyond the amelioration of people's 
daily lives, pressure is building for 
a rejuvenation of the political appara- 
tus. 

In response to the new situation, the 
Vietnamese Government has in the past 
few months taken steps which, while 
commonplace in most countries in Asia, 
are almost revolutionary in the Viet- 
namese context. It has: 
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The new revolution 


» Abolished the subsidised distribution 
of food and other essentials to employ- 
ees and has instead instituted cash com- 
pensation. 

» Granted decision-making power to 
managers of enterprises, thus according 
priority to the bottom line rather than 
the party line. 

» Decided to allow private industrial 
enterprise employing up to 10 employ- 
ees. 

» Granted provincial governments the 
right to engage in import-export. 

> Proposed to set up export processing 
zones and promulgate a new foreign in- 
vestment code which would allow 100% 
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foreign ownership and a guarantee of no 
nationalisation during the contracted 
period. 

» Decided to cut down the size of its 
bureaucracy by 20% to 25%. 

If implemented properly the mea- 
sures could dramatically reduce govern- 
ment expenditure, remove the dead 
hand of bureaucracy and promote 
growth. Most of these measures were 
first introduced in the south, freshly 
“liberated from neo-colonial rule” and 
lacking experience in socialist planning. 
They were accepted by the party leader- 
ship only after four years of bitter de- 
bate. 

Ideological pride prevents the party 
from suggesting the country could learn 
from the formerly non-communist 
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south, but the official press has of lat 
been lauding its example, particular 
that of Ho Chi Minh City — former} 


Saigon — for its “dynamism an 
innovativeness in business transac 
tions.” 


It was certainly no accident whe 
Nguyen Van Linh — one of the leader 
most closely identified with the reform 
in the south — was unprecedentedl 
reinstated as a member of the politbur 
in June 1985. He was dropped in 1982 
ostensibly for health reasons, but in fac 
for his unconventional economic àj 
proach. | 

The darkest post-war year for Viet 
nam was perhaps 1979 when a combina 
tion of factors — war with its neigh 
bours, loss of foreign aid, natural disas 
ters and, most importantly, enforce« 
socialist planning — had brought th« 
country to the brink of economic coll 
lapse. The sixth plenum of the part* 
central committee, in September 1979 
introduced a rescue package of econo 
mic reforms allowing peasant familie 
greater responsibility in the productios 
process and granting the right to sell 
surplus over fixed quota in the free mar 
ket. 


que product-based contract system 
with peasant families was applied or 
a nationwide scale in 1982. This liberali 
sation has been an important factor ir 
narrowing Vietnam's food deficit. Com 
pared to the average annual output o: 
13.3 million tons of rice and other graii 
in the 1976-80 period, production wen. 
up to 17 million tons on average in the 
following five years. Despite a devastat- 
ing typhoon, Vietnam last year was re- 
ported to have produced 18.2 million 
tons of grain — the highest ever in its 
history. From more than 2 million tons 
of foodgrain imported by Vietnam in 
1979 its imports in 1985 dropped to an 
estimated 200,000 tons. 

While the initiative for the con- 
tract system in agriculture was taken 
in the north, where under rigid co- 
operative rules agriculture had stag- 
nated for two decades, the initiative 
to reduce bureaucratic planning ir 
order to increase industrial productior 
and promote exports, came from the 
south. 

The leadership in certain southerr 

rovinces as well as in Ho Chi Minh City 
identified sterile centrally directed plan: 
ning and the system of subsidy as the 
main obstacles in developing the exist 
ing productive capacity and enormou: 
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‘While the Vietnamese learned their 
lanning technique from socialist 
rothers, the method of running the 
conomy through subsidy struck deep 
oots during the years of war. Most of 
he goods and materials were received 
ee of charge from China, the Soviet 

Union and the other socialist countries 
E were given to enterprises and to the 

mployees at below cost price. Fac- 
tories using supplied goods and workin 
under unrealistic centrally establishe 
norms did not care about cost account- 
ing or quality. 

About 8095 of wages were paid in 
subsidised food and other essentials in 
an egalitarian manner without any rela- 
tion to productivity. While bureaucrats 
wrote glowing accounts of overfulfilling 
the planning targets, the factories pro- 
duced a small amount of mostly shoddy 


s. 

While this state of affairs was long to- 
erated in the north, people in the south 
who had known abundance of consumer 
oods and greater efficiency and pro- 
ductivity, were more resentful of the fall 
in their standard of living after the com- 
munist takeover. Faced with the grow- 
ing discontent and suffering of the peo- 
ple, the leaders looked for ways to in- 
crease production of food and consumer 
items and obtain by their own efforts 
foreign goods. 

Encouraged by the wind of reform 
since 1979, some of the southern party 
leaders — including Linh and Ho Chi 


Hindered investment: page 26 
Problems of overstaffing: page 28 









Minh City mayor Mai Chi Tho, who 
were born in the north but had spent 
most of their revolutionary lives in the 
south — began experiments in cutting 
ureaucratic management and sub- 
pi In 1981, encouraged by the city 
eadership, all the 18 districts of Ho Chi 
Minh City had set up their export-im- 
port companies and started importing 
much-needed consumer goods in ex- 
change for the export of agricultural 
products, seafood and handicrafts. 
However, they soon started to 
undercut each other in a bid to export 
the same products. In 1983 Hanoi inter- 
vened to stop the anarchy and chastise 
the party leaders. Now the city has one 
import-export company that acts as a 
clearing house for dozens of small 
cooperatives or state-private joint ven- 
tures in exporting the products and im- 
porting raw materials, spareparts and 
consumer goods. Despite the drop in 
exports as a result of the central inter- 
vention, Ho Chi Minh City earned 
US$100 million in 1985 — which is al- 
most half of Vietnam's total exports to 
convertible currency areas. 
In 1982, Long An province, next 
door to Ho Chi Minh City, began an ex- | 
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entials in man and resources. | periment with a new style of manage- 


ment. In several industrial enterprises 
in the province rationing was abolished 
and the workers were paid their total 
wage in cash. In addition to the basic 
wage, workers were paid extra accord- 
ing to productivity. Instead of relying on 
government supply, managers tried to 
secure raw materials on their own at the 
market price and set the price of their 
own products on the basis of cost-ac- 
counting. 


T: experiments proved a great suc- 
cess, increasing productivity, work- 
ers’ earnings and government revenue, 
but some leaders in Hanoi were worried 
by the “revisionist trend.” Some mana- 
gers, threatened with arrest if they 
continued their experiments, approach- 
ed Linh and Vo Van Kiet, chairman of 


the State Planning Commission, for ad- 
vice. 

According to sources, Linh said: “If 
anybody has to go to jail I will. You 
carry on.” Whether this account is true 
or not there was no question that the 





leaders attempting reform took serious 
personal risks. While Le Duan, Pham 
Van Dong and Le Duc Tho discreetly 
encouraged the experiments other pow- 
erful voices in the politburo, including 
Truong Chinh, Do Muoi and To Huu 
continued to have deep reservations 
about them. 

Speaking in October 1985, after the 
party had finally come to accept the ex- 
periments in the south and called for 
their nationwide application, Kiet pub- 
licly complained that impractical central 
directives and a myriad of restrictions 
left innovators with no choice but to vio- 
late the rules. “Faced with the choice 
between producing wealth but violating 
regulations and probably courting many 
troubles in the process, and continuing 
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left alone and even earning praise, basic 
units [had to] go for the second option,” 
he said. However, the results have | — 
shown the validity of those experi- | - 
ments. “Reality,” he said, “always re- 
mains a criterion of the truth." 

While the i oe productivity and in- 
come achieved by the pilot projects | - 
eventually made it difficult for the | . 
ideologues to oppose them openly, they — 
tried to restrain the enrichment of the | 
population and increased consumption | 
by financial measures. In 1983, on us | 
initiaive of Truong Chinh, a scheme of — 
compulsory public bonds was intro- — 
duced to soak up cash earned by indi- © 
viduals and enterprises as a result of - 
liberalisation. Banks too continued to 
act as a barrier to increased produc- | 
tivity by their outmoded regulations, 
imposing tough limits on withdrawal of 
cash deposited by individuals or enter- 
prises. 

Failing to get enterprises to buy 
bonds with their cash earnings, the gov- 
ernment even gave employees an addi- 
tional month's wage so that they 
could fulfil their "duty" by buy: 
ing bonds with the money. “It 
cost us more to raise those bonds 
than the funds they produced,” 
one official said. The idea has 
since been quietly abandoned. 

The two-line struggle, how- 
ever, has continued. In June 
last year the eighth plenum of 
the party's central committee 
(elected at the fifth congress in 
1982) took some decisions on 
prices, wages and money. It © 
adopted the historic decision to 
do away with bureaucratic cen- 
tralised management and the 
system of subsidy in every field | 
all over the country. "Illegal ex- 
periments" carried out in the 
south were now the object of - 
emulation. “At present," the - 
plenum resolution said, “aboli- | 
tion of red tape and subsidisa- | 
tion in the field of prices and | 
wages is an urgent demandanda | 
decisive breakthrough to shift | 
the economy completely to | 
socialist accounting and business." — — 

Prices should be determined on the | 
basis of adequately accounting for all ra- _ 
tional expenses in production costs and - 
the wages should implement the princi- — 
ple of distribution of wealth according - 
to labour, and payment in kind must be 
abolished, the plenum decided. l 

The measures were welcomed by the — 
population and government cadres, | 
especially in the north. For them it © 
meant an end to 30 years of standing in - 

ueues for hours in ration shops. For E 
the first time salaried Cp etae were 
ability of goods in ration shops. The de- " 
cision to introduce piece-rate wagesand | 
give autonomy to enterprise managers | 
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able to buy whatever they needed, 
rather than being limited by the avail- 
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to hire and fire and decide production 
targets and prices, was also welcomed. 
In Haiphong, workers in five factories 
even elected their managers from the 
shop floor. 

But the satisfaction over the eighth 
plenum decision soon turned into dis- 
may and anger when a third decision — 
on money — was put into effect. In the 
early morning of 14 September, public 
address systems woke citizens to an- 
nounce that the currency was being re- 
placed with a “new” dong — one new 
for 10 old dongs. Each single individual 
could immediately change up to 15,000 
old dong (US$1,000 at the official rate 
of exchange) or a family 20,000 old 
dongs. Any amount above that would 
be held by the bank. 

The monetary reform threw the 
economy into a spin. The annual infla- 
tion rate of 50% which the country had 
experienced, reached the dizzying 
height of 350% in just three months. A 
leak about the planned currency change 
and the unavailability of new notes of 
small denomination defeated the move 
from the start. For almost a week before 
the announcement, rumours spread 
about the impending change, leading to 
a run on shops and a frenzied quest for 
US dollars in a bid to protect small sav- 
ings. 

The rate for the dollar (officially peg- 
ged at Dong 15, but at Dong 450 in the 
black market) rose to Dong 1,000 just 
before the redenomination. The new of- 
ficial rate was fixed at Dong 40 but the 
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black-market rate rose steadily from 
Dong 60 in November to Dong 150 in 
December and Dong 250 in February. 
The government-owned enterprises 
began a breakneck race in raising the 
prices of their products to keep pace 
with the market. Many government 
stores stopped selling high-value items 
such as bicycles and radios for fear of 
losing money. 


he gravity of the situation was 

acknowledged in an unusually frank 
editorial in the party daily Nhan Dan (1 
March) which said that hectic im- 
plementation of reforms has led to 
"prices abruptly skyrocketing, the mar- 
ket plunging into à mess, the socialist 
trade sector being driven into a passive 
and awkward position and production, 
circulation and the people's lives en- 
countering more difficulties.” The 
editorial blamed the top leaders of the 
party for “poor guidance.” 

Most seriously affected were the 
pootty paid civil servants who had 

een deprived of rationed food but 
had not been given a new salary scale. 
The price of subsidised rice used to 
be 0.40 old dong a kilogramme before 
the currency reform. In February it was 
selling at 15-18 new dong, or 150-180 
old dong, a kilogramme in the open 
market. 

There was none of the public dem- 
onstrations in Hanoi which one would 
expect in other capitals in a similar situ- 
ation, but there was no mistaking the 


Diplomatic isolation hinders 
investment from abroad 


A visitor arriving in 
Hanoi Noi Bai inter- 
national airport is 
suprised, to say the 
least, to see a gleam- 
ing white Boeing-707 
bearing Vietnam's 
flag — a yellow star on 
a red background — parked on the tar- 
mac. This ubiquitous symbol of Ameri- 
can technology not only flies in the face 
of the anti-Hanoi US trade embargo, 
but typifies Vietnam's grim determina- 
tion to obtain Western technology and 
end its isolation from much of the West- 
ern world. 

The aircraft was obtained from Pan 
American Airways through Irish inter- 
mediaries as part of a complicated deal 
which allowed Pan Am to fly between 
Bangkok and Hongkong across Viet- 
namese air space. Vietnam since has 

urchased a second Boeing-707 from a 
British company. 

After considerable repair and 
maintenance work done by Air France 
technicians, the two aircraft fly between 
the capital and Ho Chi Minh City. Viet- 
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nam is already saving considerably on 
that route by carrying more passengers 
at less cost than it did previously with its 
ageing Soviet-built fleet. 

However, the two American aircraft 
are a drop in the bucket when compared 
with the massive amounts of investment 
and technology Vietnam needs to over- 
come its backwardness and poverty. 
“We are studying the Formosan and 
South Korean model to see how best we 
can develop exports to achieve rapid 
growth,” a government economist said 
candidly. 

Hanoi has resolved this apparent 
ideological contradiction by modifying 
its original goal of a short march to 
socialism to the more realistic one of 
calling the current period an “initial 
stage of our country's transition to so- 
cialism.” 

In a rare admission of the value of 
economic development over military 
strength in maintaining national secu- 
rity, state planner Vo Van Kiet said ina 
report to the national assembly last De- 
cember that “continual improvment in 
people’s livelihood and the accumula- 


Kiet: urging better security. 


bitter mood in the capital, where pett 
officials spoke openly of their disgust 
the government and the need for “ol 
men to leave." Low-level officials hae 
long been used to doing a second job o 
engaging in petty trade to supplemen% 
their salaries. The unprecedented infla 
tion now threatened to nullify even tha 
supplementary income. 

On 10 January the governmen™ 
quietly reintroduced subsidised food fom 
Hanoi employees as a temporary mea- 
sure. Haiphong and Ho Chi Minh Citys 
soon followed. Although the politburc 
meeting in November criticised itself fom 
the disastrous move, it was not until the" 
national assembly met in December 
that the leadership got a real earful. 





NAY AN CHANDA 


tion of capital by the state . . . will result 
in even better maintenance of nation 
security and national defence.” 

Kiet also drew attention to the need 
to catch up with the technological rev- 
olution in various "countries in the re- 
gion surrounding us [Asean]." This rev- 
olution, he said, “has helped them to 
advance quickly. This [also] means that 
we must take into account the chal- 
lenges of the world and regional 
economies to our country, which re- 
quire a level of development appro- 
priate to national stature from the 
political, geographical and population 
standpoints at present and in the future 
as well." 


l^ the report, Kiet also called for a 
change in entry regulations to improve 
air service to the country "to ensure 
security while creating favourable con- 
ditions for vigorously developing 
tourism and services, and for obtaining 
more foreign currencies.” 

Kiet stressed the need to modify in- 
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Sources said that provincial de- 
egates, especially from the south, 
itterly accused certain senior lead- 
rs of attempting to “sabotage” the 
ighth plenum resolution and de- 

anded punishment for those respon- 
sible. 

The eighth plenum had, apparently, 
decided on changing the currency at 
some stage to bring under control vast 
sums of money held by speculators and 
black-marketeers, but the timing was 
reportedly decided by To Huu, the first 
vice-premier and a protege of Truong 
Chinh, who signed the money conver- 
sion order. 

It is unlikely that a decision of this 
magnitude was taken by one or two indi- 


vestment regulations “to make them 

ore appropriate, and organise well to 
B. foreign exchange from overseas 
Vietnamese and in order to attract for- 
eigners and overseas Vietnamese to in- 
vest in production and business transac- 
tions.” 

Vietnam is keen to attract invest- 
ment in drilling for offshore oil, build- 
ing an oil refinery, extracting minerals 
such as bauxite and tin, setting up 
plants to process agricultural products 
and seafood, and building a consumer- 
goods industry at export-processing 
zones in Haiphong and Ho Chi Minh 
City. Senior Vietnamese officials told 
the REVIEW that à new foreign-invest- 
ment code would be promulgated in 
June to replace one put into effect in 
1977. 

Officials unabashedly admit that 
cash-strapped Vietnam has only its na- 
tural resources and cheap labour to ex- 
port in order to accumulate capital for 
industrialisation and agricultural deve- 
lopment. The investment code is aimed 
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viduals, but it is widely believed that 
both Linh and Kiet opposed a precipi- 
tate move to change the currency, argu- 
ing that the economy could not absorb 
all these changes simultaneously — that 
a drastic measure like changing the cur- 
rency should not be attempted so soon 
after introducing wage and price re- 
forms. Kiet reportedly opposed the 
move on the grounds that there had not 
been proper preparations. 


hoever may have been respon- 
sible for the action, it would have 
been uncharacteristic for Hanoi, a be- 
liever in joint responsibility, to remove 
a politburo member. Giving in to public 
and natonal assembly criticism, the 
leaders instead decided to 
sack Tran Phuong, à central 
committee member and a 
vice-premier in charge of the 
currency reform. But obser- 
vers predict a more high- 
level shake-up. 
Judging by an editorial on 
1 March in Nhan Dan which 
said that the politburo has 
made “stern criticism and 
self-criticism” — quite an 
extraordinary move in Viet- 
nam where the blame for 
failure is commonly put 
on faulty implementation 
rather than on policymakers 
themselves — dismissal of 
more senior leaders may be 
in the offing. 


at offering these to Western 
capitalists at favourable 
terms, competitive with 
Southeast Asian neighbours. 

The Vietnamese had 
sought help from the UN as 
well as from some countries 
friendly to Hanoi in drafting 
the new code. Under the code, sources 
said, foreign joint-venture investment 
could exceed the earlier limit of 49% to 
reach up to 99%, and foreign partners 
will be allowed to station directors in 
Vietnam. Profits tax will be fixed at be- 
tween 20% and 25%, with a grace period 
of several years. 

There will be no time limit on foreign 
participation and à guarantee against 
nationalisation will be provided. Full 
foreign ownership will be allowed in ex- 
port processing zones, where investors 
would pay wages to workers at levels 
negotiated with the government. 

Vietnamese sources said officials 
have closely studied China s foreign-in- 
vestment policies of recent years and 
are aware of the sometimes difficult ar- 
bitration problems which can arise. Ex- 
perts, they said, are drafting detailed 
laws on the subject. 

Soviet-bloc countries have for years 
been engaging in projects in Vietnam 
which would make an internationalist 
Lenin turn in his grave. Frustrated at 
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Whether bigger heads roll or not, the 
crisis brought about by the currency 
move seems to have strengthened the 
hands of the reformers who wanted to 
proceed at a cautious pace. Although it 
may now take, according to one official 
estimate, two to three years to repair 
the damage caused by the currency 
chaos, events have only further under- 
lined the need for pressing ahead with 
the reforms and the need to curb the 
zeal of ideologues worried more about 
establishing control than promoting 
growth. 

The failure of the currency reform, 
says one observer in Hanoi, has deliver- 
ed yet another blow to “voluntarist” 
thinkers in the party — a code word for 
ideologues who prefer exhortations and 
decrees to incentives and grassroot in- 
itiative. The recent crisis, coming soon 
after promising moves, has only added 
to the growing demand for change. The 
forthcoming sixth congress of the party, 
planned for late November, will have to 
answer those demands if the leaders do 
not want to completely forfeit the peo- 
ple's confidence. 

"Nobody predicts a counter-revo- 
lution in Vietnam," says one East 
European observer, "but if the gov- 
ernment fails now to redress the situa- i 
tion it will seriously damage its autho- 
rity.” Nevertheless, the current crisis 
could also prove a turning point — a 
chance to break once and for all with the 
procrustean dogmas holding Vietnam 
back. ü 
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their inability to get any return on their 
considerable investment in Vietnam, 
the Soviet Union and its East European 
allies have increasingly been demanding 
a large share, or in some cases, all of the 
production of joint-venture projects for 
an agreed time period. 


A arment factory in Ho Chi Minh 
ity, for example, was contracted to | 
supply 10 million shirts and trousers to 
Hungary for 1982-85. Hungary provides 
cloth and buttons, and pays factory 
workers in exchange for the finished 
goods. An East European source said 
one out of three shirts in Hungary is | - 
made in Vietnam. Hungary also exports | - 
some of the garments to Italy and | — 
France. | 
Other factories produce shoes, | 
canned vegetables and fruits for 
the Soviet Union on the basis of a fixed 
payment. In Song Be province a 52,000- 
ha rubber plantation is being deve- i 
loped, with the Soviets supplying earth- | - 
moving equipment, fuel and technical 1 


"e. 
atex from the plantation will be ex- | - 
ported to the Soviet Union for 15 years | 
as repayment for Moscow's investment. | 
Bulgaria and Poland too have been de- | 
veloping rubber plantations of 10,000 
ha each. 

A similar production-sharing ar- 
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| rangement in offshore oil exploration 
exists between Vietnam and the Soviet 
Union which, sources said, is heavily 
tilted in Moscow's favour. Vietnamese 
sources said the Soviets have found 
commercially exploitable quantities of 
oil offshore and are preparing to extract 
it. A Soviet tanker has been brought in 
to hold the oil before moving it to 
foreign refineries. 

Hanoi is keen to get Western oil 
companies involved in its offshore oil 
business. A Belgian-Dutch consortium, 
Petrofina. is close to signing à pro- 
duction-sharing contract with Viet- 
nam. 

The Vietnamese media have an- 
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Honour thy brother 
and uncle and friend 


al A cartoon in the VCP 
daily Nhan Dan shows 
a puzzled official sit- 
é ting at a desk sur- 
é rounded bY a host of 
other employees who 
are calling him “pa- 
pa,” “master,” “un- 
cle.” “big brother” and various other 
, familiar names. The officially «vem 
cartoon makes a telling point about the 
problem of cutting down redundant 
| government staff in Vietnamese socie- 
ty, which in many ways still reflects its 
pre-revolutionary origins. 

The problem is not only rooted in the 
country s feudal, Confucian past, where 
personal loyalties were often a more im- 
portant factor in hiring practices than 
competence or efficiency. Vietnam 

x E is ruled by a vast club of veteran 
revolutionaries, all of whom have been 
L tempered by the same long, bloody 
P struggle — creating a family-like bond 
| among them. 

"How do you tell your long-time 
comrade, who was almost like your 
elder brother, that he should now quit," 
an official said. The task becomes even 
| more difficult in a poor country where 
retirement can mean slipping into pov- 
erty and oblivion. 

In à bid to remove the element of 
personal rancour from the inevitable 
process of renewal, Vietnam has finally 
done what other countries do as a mat- 
ter of course. It has passed a civil code, 
which provides for compulsory retire- 
ment of men at age 60 and women at 55. 
To ensure that retirees do not suffer a 
sudden drop in financial standing, a re- 
v cent decree stipulates that officials will 

be given a salary rise before retirement. 
i A senior Vietnamese official told the 
— | REVIEW that as part of an economy 
| drive — currently 15% of the budget is 
used for salary and 23% for subsidies — 
the government has decided to reduce 
the number of employees in all govern- 
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nounced plans to set up an oil refinery 
near the southern city of Vung Tau, and 
a Vietnamese official in Ho Chi Minh 
city said bids on the project are open to 
foreign companies. The official added 
that the state oil authority is already dis- 
cussing the refinery project with three 
Japanese companies. 
An obstacle facing Japanese com- 
pamos interested in oil exploration in 
ietnam is the US trade embargo, 
which makes it difficult for the Japanese 
to use vital American-made oil explora- 
tion equipment in Vietnam. 
However attractive Vietnam's pro- 
posed investment code many be in the- 
ory, the absence of US-Vietnam ties and 


ment ministries by 20-25%. However, 
he acknowledged that it was going to be 
a tough job selecting the functionaries 
who should be retired or retrenched. 
The government would have to find al- 
ternate employment for redundant 
functionaries. 

If retiring low-level functionaries is a 
difficult job, rejuvenating the party cen- 
tral committee and the politburo is even 
a harder task. If the civil code — which 
technically went into effect on 1 January 
— was strictly enforced most of the 
politburo and a large number of the cur- 
rent central committee would have to 
retire. 

Infirmity or old age seems certain to 
result in the retirement, perhaps this 
year, of Vietnam's top three leaders — 
party General Secretary Le Duan, Pre- 
sident Truong Chinh and Premier Pham 
Van Dong. 

An official source said the average age 
of politburo members is 70 and for mem- 
bers of the central committee it is 60. 


he refrain, “The old men should 

go,” is heard everywhere in Hanoi 
— from among pedicab drivers to party 
cadres. The remark not only indicates a 
yearning for younger leaders, but also 
reflects a disenchantment with the per- 
ceived incompetence of a number of 
leaders. 

There is some pressure, even from 
among the population as a whole, to 
allow some of the oldsters to remain in 
power. Dong, who just turned 80, is im- 
mensely popular for his simple lifestyle 
and the sincerity of his concern for the 
common man. It is commonly known 
that he has been kept in his job at the re- 
quest of the central committee, despite 
his repeated requests to retire. 

Nguyen Van Linh, a 71-year-old 
politburo member, is respected for his 
deep commitment to improving living 
conditions among the people. The fact 
that he was the only senior leader to 
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Hanoi's isolation from much of the res 
of the world due to the country's oc 
pation of Cambodia will continue t 
pose a big problem in Hanoi's search fo 
economic independence. The price c 
oil hardly encourages exploratio 
today. And Vietnam has probably miss 
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ed the bus anyway: China has severas 
years’ start, for example, and still has te 
attract any significant industrial invest 
ment from potential sources such as 
Japan. 


— Nayan Chanda 





















publicly apologise for the economic 
mess resulting from currency reform 
and took personal blame for the policy, 
despite common belief that he had op- 
posed it, has helped to increase his sta- 
ture. 

But there is an increasing awareness 
among party officials that in order to 
tackle the problems of economic deve- 
lopment at a time when the rest of Asia 
— including China — is forging ahead, 
Vietnam needs younger, better ed 
cated, modern-minded leaders in r 
sponsible positions. 

In the past two years, party leader- 
ship in many communist countries has 
undergone significant renewal and, in 

articular, a reform-minded “young” 
ikhail Gorbachov is at the helm of the 
Soviet Union. This has strengthened 
Hanoi's desire for change, and is being 
used as an argument to support massive 
rejuvenation of the party. 

A party official wistfully noted that a 
large number of Cuban Communist 
Party Central Committee members are 
under 35 and one is only 28. He also 
pointed to the recent Soviet party con- 
gress, noting that only five of the old 
politburo members remained in place 
after the meeting. The implicit message 
was that it was high time for Vietnam to 
join the brave young world. The sixth 

CP congress, planned for November, 
could prove a watershed for the rejuve- 
nation process. — Nayan Chanda 
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Here's what you'll be missing 





if your next wheel loader 








isnt a Case. 





Case wheel loaders offer you a unique com- 
bination of important advantages that add up to 
higher productivity and longer service life. 


Faster cycles, by design. 


In your business, productivity comes right 
down to faster cycle time. And thats what Case 
wheel loaders deliver. Our load-tracking operator 
position puts you right behind the load at all 
times—just where you want to be for optimum 
—— When you're short on maneuvering 
room, full 40° articulation and center pivot steer 
make operating easier. Poor traction on rough 
terrain wastes time; Case torque proportioning 
differentials automatically grip the 
ground for better traction. And 
when you need to change di- 
rection, our fully modulated 
powershift lets you 
move quickly 
and smoothly. 









Servicing simplified. 


Routine main- 
tenance is the 
key to maximum 
up-time and long  : 
machine life. 
That's why we 
d service 
on all Case 
equipment. Our 
wheel loaders are 
no exception. For 
example, our new 
W30 wheel! loader 
offers virtually complete 
groundline serviceability 
and has considerably fewer 
service points for fast, easy maintenance. 

Faster cycles and simple maintenance. 
They'retwo of the many good reasons to 
go with Case. 

Give yourself the competitive edge 
that comes only with a Case. See 
your Case dealer today, or write: 
International Marketing, J | Case, 700 
State Street, Racine WI 53404, U.S.A. 


Telex: 26-4425. 









Ji Case 
A Tenneco Company 
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Il you want to be impressed 


by extravagant advertising. 
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THE Japanese are great pollsters; 
overnment agencies, research institu- 
aons, universities and publications are 
ways testing pup opinion on every 
ubject under the rising sun. One of the 
atest is a large tome, brought out by the 
lakuhodo Institute of Life and Living, 
ntitled somewhat sensationally, Japan- 
se Women in Turmoil, Sensationally 
cause, despite all their tribulations, 
isadvantages and worries as their role 

n society changes, the women of Japan 

_eem to be a very contented lot. 

- A tiny number remain unmarried 
98% of men and women marry before 
hey reach 50) and today less than 27% 
of marriages are arranged. However, 

»here is a —— — not to want 

"o get married without a pretty total com- 

mitment to the institution (the divorce 

rate is up, but still amounts only to just 
er three per thousand). Life is more 

Dmfortabl and safer for all: infant 
mortality is low and life expectancy is the 

highest in the world (just over 74 years 

For men and just under 80 for women). 

Almost as many girls receive higher 

education as men, though of these only 

38% go on to four-year courses in uni- 

versities compared with 95% of the 

higher-educated males. The percentage 
of working females has increased, par- 
ticularly those who have finished child 
bearing (60% of married women be- 
tween the ages of 35 and 54 have jobs). 

The large majority of Japanese are 
content, even happy, and women are 

—— than men. Of all women, 82% 

professed themselves either happy or 

extremely happy, the highest degree of 
contentment (87%) being found in 
wives aged between 25 and 35 and the 
lowest — surprisingly enough — in single 
women of the same age group. Given 
the status of women in Japan, this will 

me as a nasty shock to feminists in the 
pes. who will 







probably either ignore it 
r question the validity of the (large) 
sample on which the survey was based. 
avid, apparently, the Japanese woman 
is not enhancing her social conscious- 
ness: over the past five years there has 
been a noticeable drop in the amount of 
anger and frustration about society and 
the world at large, which the surveyors 
view as a worrying trend towards a gen- 
eral *worry-only-about-me" attitude. 
è NEVERTHELESS, the survey 
makes depressing reading simply be- 
cause of the cumulative effect of the 
questions. What worries you, they ask, 
what are your anxieties, now and for the 
future? There are 58 questions put to 
the women listing their anxieties about 
society, 49 questions as individuals, 17 
as parents, 28 as employees, 33 as self- 
employed or in a family business, 36 as 
women, 68 as wives, 83 as housewives, 
72 as mothers and 20 as single women. 
Some of the questions are predicta- 
ble (“Do you worry that a war will break 
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out and involve Japan?” “Do you have 
anxieties about what other people think 
of you,” and so on). Other questions are 
geared more towards the women as Ja- 
panes (“Do you worry that Japan may 
e embarking on a course leading to war 
... that your husband is not mentally 
and emotionally self-reliant . . . about 
your husband’s rude manners and use of 
— speech . . . that your children 
only study and hardly play at all. . . that 
you are living beyond your means"). 
e HOWEVER. other questions deal 
with anxieties which are almost unique- 
ly Japanese. For example, do you worry 
“that Japan may become isolated from 
the rest of the world”; “that Mount Fuji 
will erupt again"; “whether you are con- 
ducting yourself properly”; “that you do 
not know how to act properly at cere- 
monial occasions”; “about who will 
carry on the family line”; “about how to 
handle inheritances”; “about who will 
take care of the family grave and Bud- 
dhist altar”; “that you do not really re- 
spect your husband”; “that your hus- 
band does not show you the proper re- 
spect,” and — this in the land of sliding 
screen paper doors — “that the privacy 
of your sexual intercourse may not be 
maintained.” 
€ ANOTHER issue regularly polled in 
Japan is the attitude towards the current 
government and the Mainichi news- 
paper conducted such a survey late last 
year, finding that Prime Minister Naka- 
sone's support had risen to 40% largely 
because the public had favourably 
evaluated his foreign policy. But that is 
not what the headline said: 


Poll Rate For 
Nakasone Adm. 
Soars To 40% 


-Diplomatic Policy Evacuated- 


e EVERYTHING is being robotised 
these days. Anton Cole sends a Japan- 
made fortune-teller doll which helps 
make decisions. A boy may ask it whe- 
ther a girl likes him, clap his hands and 
the robot bows formally and shakes its 
head; a girl puts a similar question, 
the doll bows and nods in the 





affirmative. Trouble was, in naming it 





— and they had to change its name. 





@ A SET of poker chips also possesses 
virtues: 


Poker- Chips 


No slip even if you pile on. Thick 
enough not to warp. This poker- 
chips have these good side, 

The chips are very conveient to 


count when you played card, like 
poker or bridge and Roulette etc. 
When you play mahjong, thy are 
also convenient to count, You can 


becide the points of 
freely. 


the chips 





@ THE most hilarious item Cole pur- 
chased recently in Tokyo was a pac- 
ket of potato chips which possibly 
represents the latest Japanese attempt at 
internationalisation. The bright orange 
packet consisted of a blurb apparently 
written in good English but the columns 
had been sliced to fit into the design, 
rendering the copy unintelligible. The 
bits written by the maker were predict- 
ably dotty: 


‘Everyday more and more people 
are trying to discover the something of 
interest. 

You'll find it Clinging to this Chips 
for dear life. 

Are Snacks Unusually High in Fat? 

Add to your lifestyle or add a whole 
new life. 

A French-born snack. We called it 
Frenchips. Take and bite it every time 


when you fell hunger. 

Frenchips was made by adding chili- 
spice selected carefully and French 
potatoes. 


A Potatochip as French Form. 

This is an occasion for rejoing. 
Here’s a taste for men, women, children 
and the old, which come into the 
world.* 


The makers claim to be a "Member 
of the Potato Chip Association" (an or- 
ganisation of which I have never heard 


before) and the international theme ts 
underlined by the slogan: 








Mexican Chili-Pepper Taste 
A Potatochip as French Form 


€ A BANKER friend sends an invita- 
tion to the opening of a Japanese restau- 
rant in Hongkong: 
AKASAKA JAPANESE RESTAURANT & 
LOUNGE 


The Broad of Director 


requests the pleasure of the Company 





I have known many wives and other | 
companions of senior corporate execu- 


tives who beautifully fit the title “the 
Broad of Director." 
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| Aid package time-bomb 


. Nuclear policy means tough battle ahead in Congress 
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By Husain Haqqani in Islamabad 


poss expects considerable oppo- 
sition in the US Congress to the 
US$4.02 billion economic and military 
assistance programme agreed on for 
1987-93. The six-year package of deve- 
lopment-assistance grants, economic- 
support funds and foreign military sales 
is less than Pakistan's request of more 
than US$6 billion and slightly more than 
the US$3.2 billion now under disburse- 
ment for the 1982-87 period. According 
to Pakistani officials the real value of 
the post-1987 package almost equals the 
previous programme after accounting 
for inflation. 

A major hurdle for thé new aid pack- 
age is the need for fresh congressional 
exemption from sections 669 and 670 of 
the US Foreign Assistance Act which 
prohibit aid to countries engaged in nu- 
clear enrichment, nuclear reprocessing 
or nuclear detonation. President 
Reagan waived the provisions of the so- 
called Symington and Glenn Amend- 
ments for Pakistan in 1981 for six years. 
Congress will now have to make a speci- 
fic extension of the waiver beyond 1987 
and this would involve a tough battle on 
Capitol Hill, given the anti-nuclear pro- 
liferation sentiment in the US. 

Agreement over the new US aid 
package was reached after hectic nego- 
tiations in Washington and Islamabad 
which began during the second half of 
last year. Pakistan's Finance Minister 


A shot in 
thearm | 


US missiles boost morale 
of Afghan rebels 


By Mark Tran in Washington 


A US decision to supply. advanced 
Stinger anti-aircraft missiles to the 
Afghan resistance could be as signifi- 
cant for South Asia as the cónclusion of 
a new six-year, US$4.02 billion econo- 
mic and military aid package to Pakis- 
tan. 

The provision of some 200 missiles is 
too small to make a major impact on the 
battlefield, but for the Afghan rebels it 
is a major psychological breakthrough. 
The move also ee urther me eat on the 
Reagan doctrine which calls for US sup- 
port to anti- communist insurgents 
around the world. The UNITA rebel 
movement in Angola will also be getting 
iners For the first time, * US will 
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Yasin Khan Wattoo, visited Washing- 
ton in February with the US$6 billion 
request and was informed of “difficul- 
ties" by American officials. "They were 
asking for too much at a time when the 
mood is to give as little as possible," ob- 
served an American diplomat. Pakistani 
proposals and US counter-proposals 
were modified and agreement was an- 
nounced in Islamabad at thé end of talks 
between delegations led by Wattoo and 
William Schneider, the State Depart- 
ment's under secretary for security as- 
sistance, science and technology. 

The post-1987 package comprises 


US$2.28 billion in economic assistance 
and US$1.74 billion in military aid. The 
annual level of economic assistance will 
be US$380 million, including grants of 
USS50 million as development assist- 
ance and US$250 million in economic- 


(v 


be providing top-of-the-line equipment 
rather than cast-offs being sold on the 


international market. One congres- 
sional staffer thought the idea "crazy" 
because of the risk of the equipment 
falling into Soviet hands. 

Lobbyists of more effective aid for 
the Afghan rebels were understandably 
elated, even if their sentiments were 
tempered by certain realities. One lob- 
byist, Andrew Eiva, who heads the in- 
congruously named American-Afghan 
Education Fund, expressed his lack of 
confidence in the CIA Coming up with 
the appropriate training: 

The Stinger, a portable shoulder- 
fired guided missile, is described by 
Jane's Infantry Weapons as a "fire and 
forget weapon e mpioying a passive 
infra-red seeker and a navigation sys- 
tem... with a hit-to-kill warhead.” It is 
considered superior to the Soviet-made 
SA-7. 






|! volvement. 


support. funds. Another US$80 millions 
in annual aid represents soft loans under 
PL 480, repayable in 30 years with 108 
years grace at 2% interest during the 
grace period and 3% thereafter. 

The military component, comprised 
exclusively of foreign military sales at an 
annual level of US$290 million, is pro- 
vided on credit at 5?5 interest with 
seven years for repayment and five 
years' grace. 

The aid is expected to be utilised for 
continuing modernisation of Pakistan's 
armed forces, which began with the pre- 
vious assistance programme. On top of 
Pakistan's post- 1987 military shopping 
list would be an airborne radar and sur- 
veillance system as Well as ground-to- 
ground missiles and up-to-date armour. 
Islamabad has previously shown in- 
terest in an airborne warning and control 
system to improve thé advance warning 
capability of its air force. Updating ar- 
mour technology is alsó a priority. 


hile the promise of further US aia 
has boosted the government of 
President Zia-ul Hag and Prime Minis- 
ter Muhammad Khan Junejo, Pakistani 
officials appeared keen to play down 
impressions of increased American in- 
The announcement of an 
agreement over the amount of aid in- 
cluded a statement émphasising Pakis- 
tan's non-aligned status. 

Although it apparently convinced 
few critics of the government's foreign 
policy, the Statement reflected official 
concern over potential anti- 
Americanism, particularly among op- 
ponents of Zia, who accuse the US of 
sustaining his regime. It was also in- 
tended to reassure the president's Is- 
lamic constituency that acceptance of 


Politically, the decision marks a 
more activist approach to covert opera- 
tions which has not come without stro 
debate. At the beginning of March, th 
deputy director of the CIA, John 
McMahon, resigned for what he called 
personal reasons. But he was thought to 
be unhappy at the muscular approach of 
the agency to paramilitary operations. 


fter initial scepticism, Secretary of 

State George Shultz came on 
board. A key meeting took place on 
5 March, when Shultz met a group of 
senators, including the Republican 
majority leader Robert Dole. Shultz 
was pressed several times to quickly 
supply the Stingers to the Afghan resist- 
ance and the rebel UNITA movement 
in Angola. 

“Are you sure you want me to go 
back to [CIA director] Bill Casey and 
tell him you want Stingers?” asked 
Shultz. The answer was “yes.” The fol- 
lowing week Reagan gave the green light 
for og fa of several hundred Sting- 
ers to UNITA and the Afghan rebels. 

The recommendation for shipment 
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American aid stemmed from pragmatic 
‘onsiderations and did not represent PAKISTAN 
subservience to Washington's dictates. 
Some factors seem to be on Pakis- 


an's side in securing administration and V ankee, go home 


—ongressional support for continued as- 

ssistance. The Soviet refusal to withdraw Pro-Libyan demonstrations greet US fleet in Karachi 

rom Afghanistan and increased forays 
icross the Pakistan border by Soviet- Pakistani officials are concerned with opposition attempts to exploit anti- 
backed Afghan communist forces, American sentiment among the public at a moment when relations be- 
coupled with the continued trickling in tween the two governments are at their best. A recent routine visit to the port 
of refugees, boost the argument for of Karachi by six ships of the US 7th Fleet including the aircraft carrier Enter- 

bolstering Pakistan with economic and prise was marked by opposition demonstrations in Karachi and Lahore. 


E aid. Pakistan's success in estab- Rallies and meetings were also held to protest against the US conflict with 
ishing à semblance of democratic in- Libya in the Gulf of Sidra and the pro-Libyan demonstrations attracted a few 
stitutions and its achievements in the | hundred people in major cities as well as small towns. Similar protests had also 
ight against narcotics — both sore | — beenorganised in January over the imposition of US sanctions Libya. 
gps in the US-Pakistani relationship A national poll conducted by the Gallup Organisation in P showed 
n the past — have also improved the that 68% of Pakistanis sympathised with Libya in its conflict with the US, re- 


scountry’s nee with American lead- flecting the potential for anti-Americanism on grounds of international Is- 
vers. But the nuclear programme con- lamic solidarity. But the same poll indicated 70% support for US economic as- 





tinues to be a source of difficulties and sistance and 63% for military aid and more Pakistanis favoured close ties with 
most problems on securing approval of the US than with other major powers. 
aid revolve around this issue. “Pakistanis have a love-hate relationship with the US and we are afraid 
Although Pakistan continues to in- that the hate factor is always open for exploitation,” explained one Pakistani 
st on the peaceful nature of its nuclear official, adding, “opposition parties have nothing to lose and everything to 
programme, doubts persist over its al- gain by whipping up anti- American feelings, embarrassing the government in 
leged attempts to develop a nuclear the process.’ 
weapons capability. Publicly the Western diplomats agreed that the anti-American demonstrations were in- 
Reagan administration has repeatedly tended to increase domestic political leverage. The opposition parties were 
acknowledged its belief in Pakistan's as- uni believed to be ing Washington a message 


surances on the nuclear question but it 
has applied pressure to secure adher- 
ence to the Non-Proliferation Treaty 
(NPT). Pakistan says it will sign the 
NPT only after India does and New 
Delhi has no declared intention of sign- 
ing. US officials have argued in the past 
that military assistance would deter 
Pakistan from making the bomb. This 
time it would be difficult to repeat that 
argument and evidence will be needed 
to prove that no nuclear weapon is 
being, or has been, developed. Oo 


that it should not too closely with the pre- 
sent government. This view was further strength- 
ened by a visit by Benazir Bhutto, leader of the 
Pakistan People’s Party (PPP) to the US where 


she met liberal — and expressed 
titude to the State Department for its concern 


or her while she was in detention last summer. 
"Bhutto wants to play [Corazon] Aquino if 
and when the time comes," said one diplomat, 
"but the situation in Pakistan is very different. 
From the Western point of view, Pakistan has al- 
ready become a fairly democratic country and 
things are moving in the right direction. If any- 
thing, the op n's tactics will only annoy the 
US which wants a firm policy on Afghanistan, 
something Bhutto and her colleagues are not will- 
ing to give." 
| The anti-US demonstrations were well-or- 
SHA clandestine paramilitary opera- ganised and involved Shia groups and leftwing 
"tions. trade unions besides the PPP and its allies in the 
As far as Afghanistan is concerned, il-party Movement for Restoration of Democracy. Islamists from the 
the move appears to dispel any hope Jamaat-e-Islami and its student wing, Islami Jamiat Talaba, also organised 
that was harboured in the afterglow of rallies supporting Libya though they were not involved in ests tha 20 the 


came from a 25 February meeting of an 
inter-agency committee which meets 
»seriodically to map out strategy for all 








Benazir Bhutto: a message 
for Washington. 





the Geneva summit of Soviet flexibility. 7th Fleet visit. But none of the demonstrations represented spontaneous anti- 
The US has seen no sign of Soviet wil- Americanism and by Pakistani standards, where meetings attract 
lingness to provide a timetable for a people by the thousands, these could even be as small. 

withdrawal since it called Moscow's Officials remembered, however, the burning down of the US Embassy in 
bluff by putting into writing American Islamabad six years ago and agreed there were factors which could 


change Pakistani attitudes towards the US in a short time. These include the 
common perception of the US as an opponent of Islamic revival and a staunch 


readiness to act as a guarantor to a 
negotiated settlement. US aid to the Af- 


ghan rebels is expected to reach US$250 supporter of Israel. 
million this year. Conscious of these factors, the US Navy gave definite instructions to the 
The Stinger development pushed the visiting sailors to respect Islamic customs while in Karachi. Sailors went into 
news of the new US-Pakistan aid pack- town in mufti and were told not to drink in the rp Gide ships with 531 officers 
age into the background. Few details and 4,824 enlisted men on board represented biggest US naval visit to 
have emerged on the Pakistani wish list, Karachi though rg ships often sail t the port. The visit sparked 
but there is speculation that Islamabad rumours that the US was seeking bases in Pakistan but these were denied by 
is seeking more Fl6s to add to its 40- both governments. 
strong fleet. The number is put at Officials estimate that the 7th Fleet sailors spent about US$1.5 million 
around a dozen. The package breaks while in Karachi. A Western diplomat said: *At least the merchants of 
down into US$1.74 billion in foreign Karachi were not displeased with the Americans waving the flag through their 
military sales credits and US$2.28 bil- port." — Husain Haqqani 
lion in economic aid. Oo 2 











FAR EASTERN ECONOMIC REVIEW e 10 APRIL 1986 V3 














An open and 


regional University 


The Australian Off Campus MBA 








The off campus Master of Business Administration program at Deakin University is now available 


to non-Australian residents. 


Deakin University is a government-funded, fully-accredited, University specialising in off campus 
education. Off campus programs allow you to study for a higher degree while you continue to work 


in your home country. 


The School of Management's MBA program gives you the opportunity to open new career paths 
for yourself. Taken part time over four years the program lets you work at your own pace ín a familiar 


environment — your home or office. 


It provides an opportunity for you to develop knowledge, abilities, attributes and understandings 
which will constitute a foundation for your future growth as a competent and responsible manager. 
Deakin MBA graduates include directors of Australia's largest companies and senior public servants. 
There is considerable competition to enter this program, with over 2000 enquiries, but only 60 places 
available each year for Australian residents. Additional places are available specifically for non- 


Australian citizens for the first time in 1987 


If you have a degree, diploma or professional qualification, and are interested in enrolling, contact:; 


MBA Enquiries 

Deakin University 
Victoria, 3217, Australia. 
Telex AA 35625 


GRADUATE SCHOOL OF BUSINESS ADMINISTRATION 


One-Year International MBA Program 


The IBEAR MBA Program isa highly intensive, AACSB accredit- 
ed general management program emphasizing international 
and Pacific Rim business. It includes 16 courses, microcomputer 
training, individual research, trade-related team consulting for 
an American firm, a ten-week computer-based international 
business strategy simulation, field trips and guest executive 
seminars. 


Graduates join a rapidly expanding network of well-placed 
IBEAR alumni in 184 firms and 24 nations. Present participants 
average 33 years of age and 10 years of work experience. Four 
scholarships, funded by the U.S. Department of Education. are 
available to U.S. citizens. The next program begins August 5 
Applications are reviewed until July 1. 


Pacific Rim Management Programs 


Four programs of three or four day length for managers doing 
business with Pacific Rim firms, preparing for assignment 
abroad or working for an Asian firm or Asian owned subsidiary 


Doing Business with China June 9-13 
Doing Business with Taiwan June 15-18 
Doing Business with Korea June 18-2] 
Doing Business with Japan June 22-26 


USC is the oldest and largest private university in the western United 
States. For complete information ón these programs: 
International Business Education and Research (IBEAR) 
University of Southern California 
Los Angeles, CA 90089-1421 
Phone: (213) 743-2272 Telex: 4720490 USC LSA 








University of Southern California 
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CAREER OPPORTUNITIES IN 
SHELL MALAYSIA 


Ine Shell Group of Companies in Malaysia, one of the largest 
commercial enterprises in the country are engaged in every aspect 
of the oil business from exploration and production to the 
manufacturing and marketing of oil, gas and related products. We 
now have an excellent opportunity for suitably qualified Bumiputra 
applicants to fill several positions at a senior level in our Finance 
|| Organisation, based in Kuala Lumpur 





























| Candidates should ideally be within the age range of 35 — 40 years 
f professional accounting qualifications or 


nnd in. possession 


recognised degrees in a relevant discipline such as Business 
Administration or Economics, with experience in the areas of financial 
Controis, treasury or management accounting. A sound 


undersranding of EDP applications in the related areas will be 





AS These are senior level appointments, we seek mature candidates 
with the drive, initiative and personality to meet management 
requirements af all levels 


We offer highly competitive salaries, a subsidized house ownership 


| Scheme as well as a wide range of other fringe benefits Successful 
| angidates will aiso be given broad career development opportunities 
Within the organisation. Assistance towards repatriation costs will be 


| considered for selected candidates residing outside Malaysia 





terested candidates should apply giving full personal, educational 


nd employment details to 









The Personnel Planning Manager 
Shell Malaysia Trading Sdn Bhd 

P O Box 11027 

50732 Kuala Lumpur 

Malaysia. 









T9 reach him before 12th May, 1986. 















DIPLOMACY 


Revisionism revised 


Soviet advisers’ return highlights lack of ideological differences 


By Richard Nations 


he agreement fọ send Soviet tech- 

nicians to China an act un- 
exceptional enough were it to in- 
volve almost any other two countries — 
marks a psychological and symbolic 
watershed which- illustrates how far 
Moscow and Peking have succeeded in 
overcoming the trauma of their 25-year 
split. 

Few details have been made public 
of the two protocols signed in Peking on 
21 March at the end of a week-long visit 
by Soviet First Deputy Premier Ivan 
Arkhipov. 

The two countries agreed last year 
M the Soviets would upgrade many of 

e 130 industrial plants they built in 
China during the 1950s as well as con- 
struct 17 new factories. Diplomats ex- 
pect that the 21 March protocols for the 
"exchange of technicians" will help 
complete this project. 

The economic impact of this new 
Soviet aid programme ts expected to be 
modest by comparison with the exten- 
sive Western and Japanese involvement 
in China's modernisation, But the 
otherwise routine protocols are a land- 
mark in the healing of the bitter Sino- 
Soviet split — a process which both are 
eager to advance, despite any clash of 
strategic interests. 

The abrupt recall in July 1960 of 
1,390 Soviet advisers, academics and 
engineers by then Soviet leader Nikita 
Khrushchev not only delivered a body- 
blow to China's development plans - 
more than 343 contracts and 257 scien- 
tific and technical projects were scrap- 
ped as a result — it tore the heart out of 
the Sino-Soviet alliance and marked 





what was then considered a point of no 
return. 

According to Khrushchev's memoirs, 
Mao Zedong's effrontery in challeng- 
ing Moscow on fundamentals of 
Marxist doctrine provoked the Soviet 
leadership beyond endurance. What 
began as a number of festering issues 
over foreign policy in the late 1950s — 
Mao’s demand that Khrushchev share 
nuclear secrets, abandon detente with 
Washington, back the mainland's re- 
covery of Taiwan and take China's side 
in its territorial dispute with India — 
was thereafter no longer subject to com- 
promise. The nadir was reached in 1969 
when Moscow unsuccessfully sought 


| Washington's tacit acquiescence in a 





pre-emptive nuclear strike against 


China. 


or more than a year now Peking 

has prepared the ground for the 
return of Soviet advisers by à care- 
fully orchestrated national mood of 
nostalgia for the days before the split. 
Chinese officials now warmly remem- 
ber Soviet aid during the revolutionary 
struggle, acknowledge a historical debt 
for the Red Army's Manchurian cam- 
paigns 40 years ago and decorate the 


| graves of Soviet servicemen buried in 


China. 

None of this means that Sino-Soviet 
relations are returning to the golden age 
of the First Five- Year Plan period in the 


early 1950s. Peking has gone out of its | 
| ence" — the codeword provoking the 


way in recent months to refute Soviet 
claims of an improvement in “political 
relations," brushing aside, for instance, 
Soviet leader Mikhail Gorbachov's re- 
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marks on China delivered at the 27th 
Congress of the Communist Party 
of the Soviet Union (CPSU) in Feb- 
ruary, as merely “sidestepping the three 
obstacles” to improved relations — 
the Soviet occupation of Afghanistan, 
Moscow's support for the Vietnamese 
invasion of Cambodia and the deploy- 
ment of troops along the Sino-Soviet 
border. 

The emphasis Peking gives to the 
"three obstacles," while at the same 
time insulating improvements in econo- 
mic and cultural relations from these 
conflicts, casts a revealing light on the 
underlying significance of the 21 March 
protocol. China's unrelenting protests 
against the military strongpoints Mos- 
cow is consolidating on its borders mean 
that the enduring geopolitical conflict 
behind the Sino-Soviet split has hardly 
gone away, even if the specific issues 
have changed dramatically since Mao's 
tense meeting with Khrushchev in Pe- 
king 27 years ago. 

But the protocol does remove one 
of the last ostensible causes of the 
split, setting the seal on a quiet revalua- 
tion by Peking in recent years of the 
issues of war, peace and revolution at 


| the core of its ideological dispute with 


Moscow, 

In the interim, China’s leaders have 
adopted many of the same positions 
they once exeoriated so hysterically as 
Khrushchev's “revisionism.” 

For reasons of face — senior Chinese 
leader Deng Xiaoping himself, Chen 
Yun and Peng Chen are among China's 
top leaders today who personally car- 
ried Mao's banner in the national 
crusade against Khrushchev's anti- 
Leninists heresies — Peking is under- 
standably reluctant to advertise this 
irony. 

But there is, nonetheless, a broad 
similarity between Deng's strategy for 
China's modernisation today and 
Khrushchev's own efforts early in the 
1950s to initiate detente with the 
US, reform the over-centralised Soviet 
economy and dismantle both Stalin's 
personality cult and his regime of 
terror. 

Deng has disavowed personality 
cults, removing one of the key issues in 
the dispute by initiating de-Maoifica- 
tion in the late 1970s — if only to en- 
hance his own legitimacy. By the same 
token, Deng has also retraced 
Khrushchev's steps — outdoing him in 
some instances — in his efforts to stabi- 
lise China after the Cultural Revolu- 


| tion, instituting criminal laws, establish- 


ing an orderly succession and decen- 
tralising economic planning. 

A similar convergence has occur- 
red in external relations, bringing 
China's foreign policy in line with Khru- 
shchev's theories of “peaceful coexist- 


bitterest polemics of the split, assailed 


by Mao as a cowardly revision of Lenin's 
tenet that war between imperialism 
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and the socialist camp was inevitable. 


In the past few years, however, Pe- 
king too has abandoned this convic- 
tion, declaring China’s need for 50 years 
of international tranquility to moder- 
nise. 

Accordingly, Deng has also aban- 
doned Mao’s airy opinion that China 
would survive nuclear war and, in- 
stead, launched China into the arena 
of world peace, issuing comprehen- 
sive, if not very meaningful, pronounce- 
ments on disarmament and arms con- 
trol. 

A related issue in the split was Pe- 
king's abjuration of the "peaceful road 
to socialism," insisting instead that only 
revolutionary upheavals could bring 
communists to power. Today China is 
an unashamedly status quo power. "The 
Chinese do not like to see any place be- 
come unstable," New Zealand Prime 
Minister David Lange told a press con- 
ference on 29 March, following a week- 
long visit in China, “even if the political 
basis is a revolution from a socialist 
base.” 


y 1979 Peking fell silent on the sub- 

ject of Soviet “revisionism,” since 
by then revisionism was the course 
charted for China’s modernisation. But 
it was only last year that Peking formally 
rescinded the excommunication, issued 
during the Cultural Revolution, of the 
Soviet leaders as “social fascists.” “The 
Soviet Union is a socialist country,” 
Chinese Vice-Premier Li Peng affirmed 
after returning from Moscow where he 
met Gorbachov in March last year, “and 
now we can say so.” 

The only major issue left unresolved 
from the dispute concerns the correct 
principles guiding fraternal relations be- 
tween communist parties. Predictably 
the Chinese Communist Party did not 


send a delegation to the CPSU 27th 


party congress, nor did it publicise 
rectings, in keeping with Peking's ef- 
Orts in recent months to deny that 
restoration of party-to-party relations is 
on the cards. 

But even here there are signs of à 
thaw. On the eve of the congress, 
China's official Xinhua newsagency re- 
ported Gorbachov's remarks advocat- 
ing a more tolerant approach to differ- 
ences among parties in the international 
communist movement. Another sign 
that the irrationality stoking the split 
has evaporated with time is the sym- 
pathetic treatment given Gorbachov, 
who is frequently portrayed in the 
Chinese press as a man who seeks “truth 
from facts" and recognises the need for 
"international peace" to further domes- 
tic reform. 

Implying that Gorbachov is a Soviet 
Deng may smack of self-congratulation, 
but it justifies a policy of patience to- 
wards Moscow and illustrates that — 
while the clash of empires persists — Pe- 
king is now in a mood to deal with the 


| facts sanely. Oo 
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PHILIPPINES 


Operation cleanse 


Aquino panel to investigate military excesses under Marcos 


By James Clad in Manila 
n 22 March, Philippine President 
Corazon Aquino went straight to 
the heart of her intensely personal re- 
vulsion against Philippine lawless- 
ness. 

Speaking about the chain of events 
leading to her dramatic political victory 
in February, she told newly commis- 
sioned officers at the country's elite 
military academy: "This revolution 
began with a bullet — a bullet fired by a 
soldier into the head of my husband." 

On that still shocking assertion rides 


much of the popular indignation — that 
swelled up after Benigno Aquino's as- 
sassination — against violations of life 
and liberty in the Philippines. And on 
no campaign issue has his widow moved 





as resolutely as on human rights: within 
days of becoming president she freed a 
bevy of political prisoners (REVIEW, 13 
Mar.), and four days before her talk to 
the new soldiers she issued an execu- 
tive order creating a seven-member 
Presidential Committee on Human 
Rights. 

The panel comes mainly from what is 
known as the liberal Left — public in- 
terest lawyers and activists — but it also 
includes a respected former Supreme 
Court justice, Jose Reyes, and the 
newly installed Judge Advocate-Gen- 
eral of the Philippine Armed Forces 
Brig.-Gen. Cingel Soriano. The com- 
mittee will work with a wide mandate: 
Aquino directed them to "investigate 
complaints it may receive, cases known 
to it or to its members and such cases 


as the president may. . . assign to it.” 

The new panel can compel the giving 
of evidence or presentation of docu- 
ments relating to past or present mis- 
deeds by military or paramilitary per- 
sonnel regardless of whether their or- 
ders were express or implied. It can 
offer partial or full immunity for infor- 
mation concerning unexplained or 
forced disappearances, killings, mas- 
sacres, torture, the forcible evacuation 
of villages, food blockades and other 
violations. 

As expected (REVIEW, 20 Mar.), 
veteran civil liberties lawyer Jose 
Diokno has become the committee’ 
chairman. Some of the panel, such a 
University of the Philippines law profes- 
sor Haydee Yorac, have developed 
reputations for defending those ac- 
cused of political crimes under the 
Marcos regime. 

Others, especially Sr Marianni 
Dimaraanan, have experience in 
researching the case-histories of 
missing people. She helped pre- 
pare a “black book" of dis- 
appearances for Amnesty Interna- 
tional in London, and sources 
said she will present a current 
list — said to include the names of 
nearly 600 people — to the com- 
mittee. 

The political composition of the 
new committee has caused much 
interest. The appointment of 
Diokno — well known also for his 
leadership of the Anti-Bases Coali- 
tion, which wants to close US mili- 
tary bases in the Philippines — fol 
lows the movement of other human} 
rights lawyers into government o 
quasi-governmental bodies. The 
include Justice Minister Neptali 
Gonzales, presidential spokesman 
Rene Saguisag and Aquino’s executive 
secretary, Joker Arroyo. 

Other prominent activist lawyers, 
some of whom were detained during the 
Marcos era, are Sedfrey Ordonez, now 
solicitor-general, Silvestre Bello, dep- 
uty justice minister, and Antonio Car- 
pio, the new chief of the National 
Bureau of Investigation. 

In some ways Soriano’s position on 
the new presidential committee carries 
the highest potential ambiquity. To- 
'ether with his deputy, Col Marvel 

epino, Soriano will be a member of a 
committee that both Aquino and the 
public expect to produce results — and 
bring offenders to light. Soriano must 
contend with inevitable suspicions from 
one quarter that he is out to protect the 
military’s prestige (or at least its 


10 APRIL 1986 e FAR EASTERN ECONOMIC REVIEW 
2 pa aa 


E = d'en. “== 


"e 


> 


K 


— 
“A POWER STATION IN E. wo 

MALAYSIA? NO PROBLEM. | 

WE KNOW JUST THE SPOT. © 





e 

Transficld have the equipment and expertise to tackle the most challenging 
construction engineering projects anywhere in South East Asia. 

Whether it is supplying steel bridges to Indonesia, agricultural aircraft to China, 
or building a power station in Malaysia — get Australia's largest privately-owned 
construction engineering group working for you. 

The Transfield Group specialises in innovative solutions to tough engineering 
and construction problems. It can supply fabricated ie 
steelwork and offers a wide range of management e 
services and construction expertise throughout South ransfielr 
East Asia for any SIZE project. In association with PT. Trans-Bakrie, Wisma Bakrie Bldg. 

Rasuna Said Kav, B-1 Jakarta 12910, Indonesia. 


lelephone 578 0259. (Offices also in Singapore & Malaysia) 





Samucison hot 102 07 4 


FAR EASTERN ECONOMIC REVIEW e 10 APRIL 1986 37 






















































































ated these risks but insisted he 
do his job properly. Before tak- 
p his present post in early March, 
iano served as Defence Minister 
n Ponce Enrile's legal adviser for 11 
years. Soriano said the first cases of 
military abuses will probably zero in on 
vo targets — the National Intelligence | 
id ‘Security | Authority and “certain 
mbat units.’ 

Soriano said he would apply a test of | 
ether officers “knowingly tolerated | 
did nothing at all to prevent” abuses. 
-will let the “axe fall where it may, 
n in the highest echelons.” Soriano 
jeves the main reason for the break- 
wn in military discipline during the 
reos era was the creation of the Re- 
nal Unified. Command structure 





ice commands." The major service 
mmanders became "chief clerks" 
hin a command system that "led to a 
ntius-Pilate-washing-of-hands" about 
an-rights abuses. 





though armed with an initial P50 
million (US$2.4 million) and enjoy- 
ig full presidential support, the new 
mittee will have an over-full 
agenda. 

^ There will be another sifting of evi- 
dence about the 1983 assassination of- 
Benigno Aquino. Many unsubstantiat- 
' ed rumours are appearing in the press 
ggesting that videotapes showing the 
ctual killing have been found. 

_ The panel members have also agreed 
ong themselves to concentrate first 
ompleting an account of military 
es during the Marcos era and also 
reparing specific recommendations 
Aquino to prevent these violations 
pening again. The government is 
) expecting the committee s report 
"how to compensate victims and 
ish culprits. While the panel will 
> no punitive powers it will recom- 
d prosecutions to law enforcement 
'ncies. It is notable that the commit- 
does not include civil servants — re- 

ting Aquino's hope that action will 
speedy. 

he new president said’ pecificalty 
t it was a soldier who murdered her 
sband. And in many ways the most 
sitive single issue confronting her 

'rnment turns on its handling of the 
lary — now styling itself the "New" 

ed Forces of the Philippines 
P). The contradiction is this: on 
one hand Enrile's and Gen. Fidel 











al role in ushering in the Aquino 
T ment, but it As ad “old” AFP 
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ich “let [former chief of staff] Gen. 
ian] Ver control all military and 


os’ revolt undoubtedly played a 
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Equali ity of Mala y wor 
— real but restrict 


uslim fundamentalists have — 
buted to the sharpening of notions 


about what women can and cannot door 


| how they should be dressed, with seri- 
ous implications for Muslim. women 
| today. The phenomenon that is popu- 
| larly known in the West as "Islamic re- 
| surgence," or in Malaysia simply as dak- 
wah, regards Islamic traditions às sac- 
rosanct. The fundamentalists' interpre- 
tation of the teachings of the Koran and 
the Hadith (sayings and traditions of the 
Prophet Muhammad) is literal. 

This predisposition ignores al- 
together the sociological context of the 
laws, and hence society itself, be it of 
the past or the present. In fact, the 


whole tenor of Islamic resurgence in 


Malaysia seems to be informed by a 
spirit of formal legalism and with un- 
questioning submission to traditional 
approaches. 

This inability to distinguish between 
the ephemeral and the eternal in religi- 
ous learning, as one reformist has 
starkly pointed out, is a dangerous im- 
pediment, Because of this inability the 
idea of a good Muslim female inevitably 

takes the shape of someone who prop- 

erly covers her aurat (which, for the 
female, is said to be the entire body ex- 
cept the face and the hands) to maintain 
her purity; and who discreetly stays in 
the background at gatherings and public 
meetings. 

Just what are the implications of dak- 

wah for Malay women in Malaysia? It 
should be stressed that the situation of 
Malay women is far better than that of 
their counterparts in much of the Mid- 
dle East. Malay cultural and historical 
experiences have combined to place the 
Muslim Malay woman in less oppressive 
socio-gender arrangements. Tradition- 
ally, Malay women in the east coast 
states controlled the market place. 
Among the peasantry, women no less 
than men participated in agricultural 
production. There is no question that 
after independence, women have en- 
joyed access to the increased educa- 
tional facilities along with men. The 
principle of universal education has 
applied to both sexes; the government 
does not discriminate against women. 

Another boost to Malay female edu- 
cation came when the Malaysian Gov- 


ernment launched the New Economic | 


Policy, a 20-year programme aimed at 
improving the position of the 
bumiputra (sons of the soil, that is the 
Malays). As the government created 


s | greater opportunities for the Malays, 
ary | Malay women became a group to be 
| | reckoned with. 
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Malay v" women number 


versity lecturers, 
inisters. In fact, - 
ady politically 
iddle of the 1940s _ 
n to enter many 
ublic. life. They 

e home into 
areers that re- 
s. The idea of 


is not applied 


Today, 
among lawyers, 


























Malay women we 
mobilised from the: 
and by the 1960s b 
areas of. Malays 
moved rather € 
political groups © 
flected their aspirati 
separate spheres 
rigidly. — — 
Malaysia’s first woman judge is a 
Malay. Ín the judici: and legal service 
of the government; women comprise 
slightly less than. 3095. And in the ad- . 
ministrative and diplomatic service — 
considered by many to be the cream oi 
the civil service — more than 10% of the 
total 2,600 officers were women in 1982. 
Malaysia’ s ambassa dor. to Yugoslavia i is 
a Malay woman. — 
The government of ‘Prime Minister 
Datuk Seri Mahathir Mohamad must 
surely count as one óf the mast "liber- 
ated" of Muslim governments in the 
world. There are four Malay women 
and one Chinese woman in the cabinet; 
while four are deputy ministers, one 
holds full ministerial rank. Altogether 
eight women are members of parlia- 
ment and 13 other women sit in state 









legislatures. The majority of these 
women are Malays. Malaysia must 


stand out, even in comparison with 
Western nations, as a country that rec- 
ognises women as citizens who can 
share responsibility in. the govern- 
ance and political life of a communi- 
ty. 








What facilitated such an outlook 

among Malaysia’s political elite? ’ 
sure, there has been no revolt of. 
sian women demanding freedom ar 
equality as happened in Britain or he 
US. There was no suffrage movement in 
Malaysia, since both men and \ 
who were of legal age we 
right to vote at the same time in 1955. 
And no less significant is the fact that 


. Malay women did not have to struggle 


for the right to own property, since cus- 
tomary law already allowed them to do 
so. We know little about the experience 
of Malay women in pre-colonial Malaya 


or during the colonial period. If the 


status of id women in these periods 
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as not wretched, we still need to know 


Although Malay women’s participa- 
ion in politics grew only gradually, it is 
portant to note that from the begin- 
ing they were never treated as 
nomalies in the world of politics. Ad- 
ittedly there were strenuous objec- 
ions to women's participation from the 
eligious groups, but this was overcome 
s the men learned to accept women as 
oters, campaigners and public orators. 
It is equally important to recognise 
that the background of communal aspi- 
rations and struggles shaped the Malay 
woman's political identity. As the 
women struggled together with the men 
to protect their interests in the wake of 
anti-Malayan Union sentiments, and 
subsequently worked towards indepen- 
dence, the notion was reinforced that it 
was ethnic bumiputra interests which 
linked the Malay men and 
women. Within the post-inde- 
ndent polity, too, the 
ramework of ethnic identity is 
what produces the meaning of 
olitical perti pagon for Ma- 
ay, Chinese and Indian women. 
This reality is not without conse- 
quences. For example, it tends 
to prevent women from standing 
together as one united group on 
important | issues affecting 
women's interests — irrespec- 
tive of race. 

It would be à mistake, of 
course, to think that there was 
no gender division of labour in 
Malay society or that the women 
did not encounter discrimina- 
tion. In many instances the divi- 
sion of labour between males 
and females led to a division of 
authority as well, with men usu- 
ally having higher authority. 
This remains the case. 


ven while occupying posi- 
tions of political authority 


and holding professional jobs, in 
fact women generally operate on 
the basis of gender-role differen- 
tiation. It is this skilful ba- 
lancing of a woman's individual 
achievement against her "keeping her 
place" that has enabled the Malay 
woman to get an education in a Co- 
educational university, hold a job and 
even drive a car — privileges which 
are denied women in Kuwait or Saudi 
Arabia. 

Today, many Malay women are still 
dismayed at the small showing of 
women on the university campus and in 
the professions such as banking, ar- 
chitecture, engineering and law. They 
are also dissatisfied with the number of 
seats given to the United Malay Na- 
tional Organisation (Umno) Wanita — 
the women's wing of the dominant part- 
ner in the ruling National Front coali- 
tion — to contest in elections. 

But at the heart of the question of 
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representation is really the problem of 
the actual nature of women's political 
participation. As is often pointed out, 
women politicians tend to play support- 
ive roles for the male politicians. 
Strongly held notions about men having 
the right to lead and about women's in- 
ability to develop a positive sense of 
self-consciousness, along with institu- 
tional constraints on Umno Wanita, 
have ensured that separate identities 
are maintained. 

In the more fundamentalist Parti 
Islam (Pas), the women's section, 
Dewan Muslimat, is less visible than 
Umno Wanita and appears to have 
made no political impact at all. Real 
power and authority reside with the 
men in both parties. At a recent meeting 
of the  Asean Confederation of 
Women's Organisations in Kuala Lum- 
pur, Malaysia’s representative, Nik 





Safiah Karim, pointed out that women 
are discriminated against in the political 


sphere since they only occupy 
peripheral positions in party politics. 
No doubt, further changes are 


needed to create a wider consciousness 
of the meaning of woman’s rights and 
truly to emancipate women from male 
domination. 

But how does orthodox Islam view 
the role of women in public life? The 
vice-president of Pas, Nakhaie Ahmad, 
has underlined that women enjoy a high 
status in Muslim society. But such 
status, he explained, must be construed 
in terms of the woman’s maternal role 
and her contribution to the nurturing of 
future generations. He further said that 
because of women’s natural role and re- 
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sponsibility, they cannot hold high poli- 
tical office as this is contrary to Islamic 
laws. The fundamentalist position 
seems to be that though women are 
equal, their roles and positions are dis- 
tinct from men's. The accent is on the 
complementary functions of the male 
and the female, and each is expected to 
fulfil the respective role that has been 
assigned. 


Cos to this notion is the 
cherished belief that men’s and 
women’s roles should not conflict with 
each other. The outcome, unfortu- 
nately, has been a rather narrow in- 
terpretation of what women can or can- 
not do as Muslims. For instance, a 
woman cannot become an imam, or 
prayer leader, in a mixed congregation. 
Neither can she be a kadi, or religious 
judge. The testimony of a woman wit- 
ness in a shariah (Muslim law) court is 
worth half that of a man. 

Men are now justifying discrimina- 
tion against women, such as in not ap- 
pointing them to positions of real au- 
thority or decision-making, by invoking 
the old restrictions placed on Muslim 
women. Malaysia's first woman judge 
was appointed in 1983 but it was only 
after objections had been overcome. 
The appointment of women as deans 
and department heads in the university 







€ Men are now justifying 
discrimination against women 
.. . by invoking the old 
restrictions placed on Muslim 
women. 9 


is often questioned on the grounds that | - 
it is *un-Islamic." There is also the view i 
that women in politics should not cam- i 
paign for office but should limit their | 

role to that of providing support, while | 3 
staying discreetly in the background. |. 

Who is to know that such obstacles are | - 
not actually put up by threatened males | - 
who justify den in the name of Islam? : 

While the strict dress code for God- | — 
fearing women and their retreat from 
the public eye may constitute in part a 
searing indictment of unqualified West- 
ernisation, the attachment to traditional 
and literal interpretation of Islam would — 
have serious implications for the Malay - 
woman. 

This is the dilemma of the Muslim 
Malay woman today: on the one hand — 
she feels overwhelmed by the ulamas, 
or Islamic scholars, and others who 
claim to be authorities on the right way 
to live life, and on the other she feels - 
strongly about her self-respect, self-re- — 
gard and her rights. She is afraid to . 
speak up for fear of being branded anti- — 
Islam. And by staying silent, she maybe | 
compelled to accept the simple rhetoric | 
that women are not inferior, only differ- | 
ent — and because of that di 
never on par. 
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Vietnamese pioneers 


show true grit in Texas 


By Donald A. Ranard in Palacios, Texas 


t first glance, there seems nothing 
out of the ordinary about the trailer 
ark off Highway 35, two miles west of 
alacios, a small fishing town on the 
central Gulf of Mexico coast of Texas. 
A closer look reveals an unexpected at- 
tempt at permanence and community in 
the middle of the hard-scrabble Texas 
flatlands: one trailer has been converted 
into a church, another into a grocery 
store, and next to each of the mobile 
homes is a small vegetable garden. In 
the middle of the park, a torn volleyball 
net hangs over a cracked concrete court. 
There is no time for volleyball here, not 
now at the height of the shrimping sea- 
son. 
The trailer park is home for several 
hundred Vietnamese refugees who have 
come to Palacios to do what many of 
them had done in their own country: 
fish for shrimp. Their success has been 
astonishing: Today, after only six years, 
the Vietnamese own half of the 200 bay 
shrimp boats in Palacios. 

The enterprising newcomers have 
expanded into other areas of the town's 
economy as well. They own the 26-acre 
trailer park with its 50 homes, as well as 
several main-street shops. And it is only 
a matter of time, according to the mayor 
of Palacios, Leonard LaMar, before 
their influence is felt politically: num- 
bering 500, the Vietnamese constitute 
10% of town’s population. 

The success of the Vietnamese in 
Palacios is being duplicated in other 
fishing towns on the Gulf coast, where 
an estimated 8,000 Vietnamese re- 
fugees have settled. 

Although no count of the number of 
Vietnamese-owned boats exists, the 
number of bay shrimp boat licences 
jumped from 3,768 in 1978 to 4,900 in 
1984. Officials believe that many of the 
newly licensed boats are Vietnamese 
owned. 

Local reaction to the Vietnamese is 
mixed. Fish house owners who buy 
shrimp from the Vietnamese praise the 
hard-working newcomers; indeed, 
more than a few have turned marginal 
businesses into thriving enterprises be- 
cause of the Vietnamese. 

Other fishery-related businesses, 
such as boat building and the ice and 
fuel industries, have also profited by 
the Vietnamese participation in the 
Gulf fishery. Local school officials 
describe the Vietnamese as model 
students. 

But for many American shrimpers, 
whose families have fished these waters 


for generations, the success of the Viet- 
namese has meant financial failure and 


- the end of a way of life. Among these 


Americans, resentment against the 
Vietnamese runs high. 
Most of the Vietnamese on the 


Gulf coast came in the late 1970s, 
migrating from the cold winter states 
of the north and midwest, at a time 
when the shrimping industry was 
already under stress from high fuel 
costs, low shrimp prices, competi- 
tion from Mexican shrimpers, and 
increased imports. Hurricanes, winter 
freezes, and pollution from the oil 
and chemical industries 
placed additional strains 
on the shrimp indus- 
try. 

Predictably, the arrival 
of large numbers of Viet- 
namese created frictions, 
no doubt aggravated by 
the fact that they re- 
presented an unwelcome 
reminder of the only war 
America has lost. And the 
Vietnamese disinclination 
to assimilate into the com- 
munity at large — few 
learned more than basic 
English — fed local suspi- 
cions. 

Rumours circulated 
that the Vietnamese were 
in fact communists from 
North Vietnam, that flotil- 
las of Vietnamese boats 
were dragging the bays 
with oversized nets, that 
they had purchased their 
boats with special government subsidies. 

In August 1979 hostilities erupted 
when a Vietnamese fisherman, acting in 
self-defence, shot and killed an Ameri- 
can in Seadrift, a fishing village 120 
miles south of Houston. Several shrimp 
boat burnings, at least one fire bomb- 
ing of a house, and displays of burn- 
ing crosses by the Ku Klux Klan follow- 
ed. (These incidents became the basis of 
the 1985 Louis Malle movie, Alamo 
Bay.) 

Such tactics, however, failed to scare 
away the Vietnamese, Many were Viet- 
nam War veterans and perhaps half had 
been refugees at least twice: first, from 
North Vietnam, after the 1954 parti- 
tion, and then from southern Vietnam, 
following the communist takeover in 
1975. 

"The Vietnamese are a stubborn 
people," says Dang Van De, special ad- 
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viser to the regional director of the Of 
fice of Refugee Resettlement, the gov- 
ernment agency charged with over- 
seeing. domestic resettlement. "They 
don't like to be pushed around." By way 
of illustration, De recalls a meeting be- 
tween the Vietnamese, the Klan, andi 
the residents of one of the Gulf coasf* 
fishing communities. 

After an especially vitriolic exchange 
between the Vietnamese and the Klan, 
a Vietnamese community leader — a 
former colonel in the Vietnamese army 
— stood up and offered his solution to 
the problem: Have the US Government 
give the Vietnamese and the Klan an 
equal amount of weapons and ammuni- 
tion, pick out a battlefield, and let 
both sides settle the issue once and for 
all. 

“I hadn't heard that story," says 
Efraim Martinez, a human relations 
officer with the US Department t 
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Justice, who has helped keep the peace 
in the district. "But I can believe it. 
One of the things that struck me about 
the Vietnamese was how calm they 
were during some very tense times. You 
got the impression that after what they 
had been through, this was a piece of 
cake." 


Mp peace was restored — in 
part because of a US District Court 
order barring Klan harassment of the 
Vietnamese and in part because of ef- 
forts by government agencies and local 
councils to calm the troubled situation. , 
But as American fishermen continue to | 
go out of business, the potential for 
trouble remains. 

How have the Vietnamese suc- 
ceeded where many of their American 
competitors have failed? According to 
Emory Waite, a fish house owner in 
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Seabrook, a fishing village 25 miles 
south of Houston, "they're beating the 
Americans with lifestyle . . . They work 
from sun-up to sundown, in good wea- 
ther or bad. They'll go out in the Gulf 
when most Americans wouldn't go out 
in the channel." 

The support of family and communi- 
ty gives the Vietnamese an added ad- 
vantage. The custom of pooling re- 
sources to help a family member or 
friend enables Vietnamese to pay cash 
for boats that range in price from 
US$30-45,000, thereby avoiding high- 
interest bank loans — and the possibil- 
ity of repossession. 

The Vietnamese practice of keeping 
the business in the family gives them 
further advantage. Most American 
boats have a captain/owner and at least 
one hired hand. For Vietnamese boats, 
the typical arrangement is for the cap- 
tain/owner to work alone or with one 
family member, Thus, profits stay 
within the family. 

2 Still another economic advantage is 
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Boat people: admiration and resentment in the Gulf of Mexico. 


the ability of the Vietnamese to survive 
on a lower margin of profit. The Viet- 
namese also tend to have fewer ex- 
penses: They live on what they catch, in- 
cluding. “trash” fish that Americans 
throw away. And they repair their own 
boats. 

Some Vietnamese even build their 
own boats. De laughs as he recalls an 
encounter between a US naval engineer 
and a group of Vietnamese boat build- 
ers. "The engineer kept asking to see 
‘the blueprints and the Vietnamese kept 
saying, ‘Blueprints? What are blue- 
prints? We don't use them’,” says De. 
“And they don't. They just sit around 
drinking beer, talking, making adjust- 
ments here and there, and pretty soon 
they have a design. The engineer 
couldn't believe it." 

And how good are the boats? *I 
asked a young Vietnamese boatbuilder 
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that question," says De, "and he told 
me: ‘Uncle if you ever want to go back 
to Vietnam, let me know and I'll take 
you back in my boat." 


merican fishermen admit a grudg- 
ing respect for the hard work, 
grit, and ingenuity of their competitors 
— this, after all, is Texas, where the 
myth of the pioneer lives on in fiction 
and film — but they argue that other 
factors give the Vietnamese an unfair 
edge. The ability of the Vietnamese to 
pay cash on the spot for boats has led to 
unfounded rumours of welfare fraud 
schemes and special federal govern- 
ment subsidies. 
Many American fishermen blame 
the US Government more than the 
Vietnamese for their predicament. 


| "How would you like it if they de- 
cided to let in a whole bunch of re- 
fugees and they were all reporters?" 
Seabrook fisherman Derek Stout ask- 
ed a journalist. "The government thinks 
of us as third-rate citizens. They come 
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in here and subsidise our competi- 
tors." 

Not so, say officials at the Office of 
Refugee Resettlement, pointing out 
that refugee welfare use in Texas is 
under 1095, one of the lowest rates in 
the country. "Refugees don't come to 
Texas for welfare," says Russell. “They 
come to work." 

Certainly that is why Nguyen Cu, à 
30-year-old shrimper in Seabrook, 
came to Texas. A former soldier in the 
South Vietnamese army, Cu escaped 
from Vietnam in his family's fishing 
boat in 1975. After his resettlement in 
the US, Cu worked through the south- 
west for two years as a ranch hand, 
janitor, jewellery-maker, carpenter and 
pareng iot attendant, before getting a 
Job in Houston as a machinist at more 
than US$10 an hour. 

In 1979, after two years of working 


12 hours a day, seven days a week, Cu 
was laid off. With US$20,000 from his 
savings, and  US$20,000 borrowed 
from a friend, Cu bought a 47-ft boat 
in Biloxi, Mississippi. In 1984, Cu 
cleared US$30,000 after expenses; this 
year, with more boats than ever on 
the water, Cu expects to clear only 
US$20,000. 

American fishermen accuse the 
Vietnamese of breaking state fishing 
laws and local taboos. The Vietnamese, 
say the American fishermen fish ille- 
gally at night and use oversized nets. The 
Vietnamese are also accused of moving 
in on American boats making successful 
catches — à common practice in Viet- 
nam, but considered bad form on 
the Gulf — and of blocking the citizens 
band airways with chatter in Vietnam- 
ese. 

"Some of that went on in the early 
days, mainly because the Vietnamese 
didnt know any better," says Carl 
Covert, a law-enforcement agent with 
the Texas Department of Parks and 
Wildlife. “But now the Vietnamese 
probably don't break the law any more 
than the Americans. We catch more 
Vietnamese — but that's only because 
there are more of them." 

On one issue everyone agrees: there 
are not enough shrimp in the bay to sup- 
port all the boats. But the solution to the 
problem is the subject of a lively debate. 
American fishermen argue that the 
increased number of fishermen and 
the intensive fishing practices of the 
Vietnamese are depleting the bay of 
shrimp. 

The answer, they say, is to regulate 
the number of bay shrimp boats. Ironi- 
cally, this view is gaining support from 
the Vietnamese, whose own livelihood 
is being threatened by the growing 
number of boats, most of them Viet- 
namese-owned. 

But the evidence for over-fishing is 
inconclusive, according to a 1983 report 
by the Texas Coastal and Marine Coun- 
cil. In the absence of such evidence, the 
report concludes, “.. . any policy to reg- 
ulate the number of boats shrimping . . . 
for the sole purpose of providin rea- 
sonable profits to those engaged . . . 
would be in conflict with both the Texas 
and the US constitutions.” In effect, the 
report recommends that the market 
should rule, and the survivors take 
all. 

Given these circumstances, the abi- 
lity of the Vietnamese to survive on à 
lower margin of profit gives the new- 
comers a clear advantage. "I doubt that 


in five years there 'll.be more than a few - 


American boats in the bay," predicts 


Don Reynolds, president of the Sea- - 


brook chapter. of Pisces, a statewide 
fishermen's association, 

Waite, the fish house owner, agrees, 
"But that's the system," he says, with 
more resignation than anger in his 
voice. “If you survive and I don't, well, 
shame on me." Oo 
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MYSTERIES 


The true melodrama 
of two Korean stars 


By Paul Ensor in Seoul 


he strange tale of the South Korean 

actress and director who disap- 
peared in 1978 and later reappeared in 
the North, making anti-South films for 
Pyongyang (REVIEW, 10 May '84) took 
another bizarre twist in Vienna, where 
the pair escaped in a taxi to the US Em- 
bassy and asked for protection on 13 
March this year. Since they entered the 
embassy, negotiations between the 
couple and the US and South Korean 
governments have been conducted in 
great secrecy. 

The uncertainties surrounding the 
case are manifold — were they kidnap- 
ped by the North, as Seoul asserts? Or 
did they choose to go? Regarding the fu- 
ture, do they wish to return to the South 
or go to the US? All these questions are 
unanswered and may remain so for 
some time due to their great complexity 
and another priority for the US and 
Seoul: to debrief the couple as 
thoroughly as possible on their know- 
ledge of the inner circle of power in 
Pyongvang. 

The tale of the two was made public 
by South Korea's Agency for National 
Security Planning (NSP) — better 
known under its previous name, Korean 


Central Intelligence Agency — in April* 


1984 following the NSP's discovery of 
attempts by the two to contact their 
families through a Japanese they had 
befriended in — — Accord- 
ing to the NSP, Choe Un Hi was kid- 
napped by North Korean agents while 
on a trip to Hongkong in 1978. Shin 
Sang Ok, who was once married to the 
fading actress, was so shocked by her 
disappearance that he undertook an 
international search which took him 
to Japan and Hongkong, from where 
he too was allegedly spirited away 
to the North by agents about six months 
later. 

From the very beginning, the strange 
Story has stirred the imagination of 
South Koreans, especially those who re- 
member the days when Shin and Choe 
were leading lights in the local film in- 
dustry. In the late 1950s and 1960s Choe 
was the country’s heart-throb — “A 
kind of Elizabeth Taylor of the [South] 
Korean screen,” recalled one fan. She 
left her first husband to marry Shin, 
then an aspiring director, and they went 
on to make some 200 films together, in- 
cluding The Story of Chunhyang, the 
adaptation of a literary classic and the 
country’s first colour cinemascope pro- 
duction. In the pattern of her counter- 
parts in Hollywood, as Choe's beauty 
faded so did her acting career and her 


— 





marriage, and eventually Shin left her 
for a young actress, who since his 
disappearance has married someone 
else. 

The heavy play it has received in the 
local media further stirred the excite- 
ment over the case. The government- 
owned TV news discussed little else the 
night the escape was made public, dwell- 
ing on the positive reflection the whole 
story throws on the South. The escape 
of the pair seems to confirm that they 
were unwilling from the beginning to 
defect to the North as Seoul has ar- 
gued. 

While the escape certainly proves 
the two were unhappy with their lot, the 


us 


Choe and Shin (inset) in North Korea: escape in a taxi. 


evidence that they were completely un- 
willing accomplices to scheming by 
Pyongyang is not conclusive. Since 
1978, they have been living and making 
films financed by the North in Eastern 
Europe, apparently based in Budapest 
but travelling to film festivals in the 
West as well as within the Eastern bloc, 
on some occasions even meeting with 
old friends from the South Korean 
movie scene. 


i n April 1984 Shin met Western journal- 
ists in Belgrade and refuted Seoul's 
claims that they had been kidnapped. 
Further confusing the issue are allega- 
tions from the North Korean Embassy 
in Vienna that Shin absconded with 
US$3 million which he had been given 
to make films. In a public statement, the 
embassy said it was willing to meet Shin 





in the presence of US or Austrian offi 


cials to negotiate the return of the 


money. 


It is still not clear whether the couple 


wish to return to South Korea, or whe 
ther they are asking the US to receive 
them as refugees. If they did indeed g« 


to the North willingly, they may be wary 


of returning to the South. Seoul’s offi- 


cial response to the news of the couple’s 


escape has been circumspect, though i$ 


clearly hopes that the couple will come 


home to a grand reception. According: 


to a local press report, the Ministry o 
Foreign Affairs (MFA) said: “It is fortu- 


nate that they have escaped from North» 


Korea to regain freedom," adding that 
Seoul hopes the US will deal with the 
matter "according to international 
practices." A spokesman at the MFA 
would not discuss the matter with the 
REVIEW. 

The US has been equally careful in 
its statements regarding the couple, say- 


ing only that the US is giving i£ 


ance" to the two, without making clez 

what assistance has been requested. If, 
for whatever reasons, the 
couple do not wish to re- 
turn, the diplomatic com- 
plications could be 
enormous. According to 
standard US procedure 
with regard to refugees, 
applicants who are of- 
fered refuge in another 
country (which South 
Korea has done for Choe 
and Shin) should go there 
rather than the US. 

For both the US and 
South Korea, Choe and 
Shin are tremendously 
valuable because of their 
knowledge of the top 
echelons of power in 
Pyongyang. Kim Jong Il, 
the son and heir-designate 


av 





Kim Il Sung, is a mai 
about whom very little is 
known in the West, and 
given his interest in cul- 
tural matters, he probably played a 
major role in bringing the couple to the 
North and arranging for them to make 
films sympathetic to Pyongyang. For 
the same reasons, it is likely that 
they met him on a number of occa- 
sions, Their observations of Kim Jong 
Il, and any other aspects of the North, 
could give some invaluable clues to 
North Korea watchers in Washington 
and Seoul. 

It is Washington that is now tapping 
their knowledge in its freshest form. Be- 
cause of this knowledge and the mys- 
teries that will probably always sur- 
round their story, Choe and Shin are un- 
likely ever to lead a normal life wher- 
ever they plan to settle, dogged by wor- 
ries about retribution from the North 
and lingering suspicion in the South and 
the US, o 
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By Gillian Chambers 


hen HongkongBank decided in the late 1970s to 

W redevelop its 1935 headquarters, its requirements 

were very clear. It needed a building which would 

match the Bank's development well into the 21st century and it 

wanted an exciting architectural design worthy of its position as 
one of the world's leading financial institutions. 

On 7 April, 1986, the Governor of Hongkong, His Excel- 
lency Sir Edward Youde, will officially open one of the most 
bold and innovative buildings ever seen. Designed with an in- 
herent flexibility capable of responding to changing technology 
for at least the next 50 years, the building is also being hailed as 
a modern architectural masterpiece. 

It was designed by British architect Norman Foster. chosen 
from seven of the world's leading architectural firms invited in 
1979 by the Bank to submit proposals for the redevelopment 
scheme. 

Foster's solution reflects his individual approach to architec- 
ture where his flair for design is combined with, and makes 
maximum use of, industrial and associated technology. It had 
already won him acclaim with previous buildings and in the 
middle of the Bank project he was awarded the much coveted 
Royal Institute of British Architects’ Gold Medal. 

Working closely with the structural consultants, Ove Arup 
and Partners, Foster Associates developed a final design which 
makes maximum use of the small site at One Queen's Road 
Central in the heart of Hongkong’s crowded business district. 
but at the same time challenges the concept of a conventional 
high rise office building. 

The result is a radical 52-level steel framed building rising al- 
most 600 feet above Des Voeux Road and reaching some 60 
feet below in four basement levels. At ground level, the building 
straddles a plaza stretching from Queen's Road to Des Voeux 
Road. This public space meant a bonus in the plot ratio result- 
ing in a building which has a floor area of one million square 
feet and almost three times more useable office space than its 
| 1935 predecessor. 

In terms of basic en- 
gineering, the  build- 
ings massive steel 
frame follows the prin- 
ciples of suspension- 
bridge technology. 
Eight main mast towers, 
four on either side, rise 
from bedrock to almost 
the top of the structure. 
Each tower consists of 
four tubular steel col- 
umns linked together at 
each floor level by steel 
verendeel. beams. At 
five levels two-storey 
high suspension trusses 
E*W| span from east to west 
between the masts. The 
floors are suspended 
from tubular hangers 





December 1983 — the building 
rises. 
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connected to the cen- 
tral and outer nodes of 
the trusses with all the 
superstructure loads 
being carried by the 
eight masts. 

This suspension ar- 
rangement, and the lo- The completed headquarters. 
cation of the main ser- 
vices in prefabricated modules on two sides of the structure, 
means a building without any central concrete or steel core. 
This in turn has created wide expanses of unobstructed floor 
space on each level with spans of over 100 feet between the 
main columns. 

The five double-height levels, where the suspension trusses 
span the structure, also serve to divide the building into five 
identifiable zones. This breaks the building down into a vertical 
cluster of smaller units relieving the vastness and anonymity so 
often associated with high rise office blocks. These double- 
height levels and the five zones created by them also form an in- 
tegral part of the concept of movement around the building. 
Express lifts travel from the plaza to the double-height areas, 
but movement between the floors in each zone is by escalator, 
more in the spirit of a low-rise building. Altogether the building 
has 62 escalators, the largest number on a single site anywhere 
in the world. 

The key to the building's flexibility lies in the planning of its 
main services, a chain which begins with the highly sophisti- 
cated central plant and equipment in the basements. From 
there it continues up the building via vertical risers to the pre- 
fabricated modules which act as distribution centres on each 
floor. These feed power, air-conditioning and telecommunica- 
tions through a specially developed raised floor network to any 
point where it is required. 

Seawater for the building’s air-conditioning and flushing is 
drawn from an intake near the Star Ferry along a deep tunnel to 
a vertical shaft which leads into the basements. In its 350 metre 
journey to the Bank, the 75 metre deep tunnel passes under 
one of the busiest areas of Hongkong including two major 
roads and the underground Central Mass Transit Railway Sta- 
tion. 

Congestion in Central district, limited access to the site. and 
the design concept of the building, meant that most of it was 
prefabricated off-site and then delivered ready to be slotted into 
its allocated position. When the old building was demolished in 
1981 and work began on the new headquarters, many of its 
components were still at the design stage. The completion date 
was, however, firmly set for 1985 and in order to meet this 
deadline the project had to be fast-tracked with design pro- 
ceeding at the same time as construction. 

Many sections were let as design development contracts 
based on performance specifications. Often the development 
of these contracts involved making prototypes or models which 
underwent comprehensive tests to ensure that they could do 
the job required. The design team was constantly exploring 
new ideas, pushing the boundaries of architecture. engineering 
and technology to new limits. Hours of research produced ex- 
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citing solutions which all added to the unique quality of the 
finished building. 

The structure itself was subjected to the most exhaustive 
wind tests ever carried out on a building while the cladding also 
underwent a series of exacting weather and wear tests. The 
wind tests were carried out by the Boundary Layer Wind Tun- 
nel Laboratory at the University of Western Ontario in Canada. 
Its team of dedicated specialists have been involved in the de- 
sign of most of the world's tallest buildings during the last 20 
years. 

The tests involved making several scale models, including 
one of the whole of Hongkong island, to determine the effect of 
winds of various speeds on the building and the influence of 
Hongkong s spectacular topography. The results were then 
analysed and incorporated in the design of the structure which 
has been built to withstand typhoon wind strengths more ex- 
treme than any on record in Hongkong. 

The tests on the cladding took place in the St Louis, US, 
headquarters of Cupples Products, the company which has 
clad most of the world's tallest buildings. Prototypes of a section 
of the building's aluminium cladding panels and its glazed cur- 
tain walls were built and then subjected to a series of tests. 
These included using a retired US Navy turbo-prop fighter to 
simulate extreme typhoon wind speeds, and a grid of sprinklers 
to simulate driving rain. 

The cladding itself represents state-of-the-art design and 
technology with computer controlled machines and robot wel- 
ders being used to cut, fabricate and assemble the complex 
components. The panels, which evolved after months of design 
development and research, are aluminium, coated with a grey 
fluoropolymer paint and baked at a temperature of 500 degrees 
fahrenheit. This is the most durable finish available today and 


should last without deterioration for more than 50 years. The 
panels wrap around the steel structure with its many extrusions 
and complex shapes, providing a watertight envelope for the 
building, but at the same time fully expressing its dramatic de- 
sign, both inside and out. 

The building's glazed curtain walls are set between vertical 
aluminium mullions. The storey-high glass is protected by 
sophisticated aluminium sun-louvres which provide shade, 
while also acting as cat-walks for maintenance workers. Before 
the project began on-site, Cupples established a base at Tsing 
Yi Island in Hongkong and erected a three-storey high mock- 
up of the building. Their local workforce of 350 men was then 
trained to fix the cladding panels — an exacting skill because of 
the very high tolerances demanded and the many complex 
shapes which form the structure. 

From the beginning it was recognised that because of the 
complexity of the construction programme both on-site, and 
off, with prefabricated components being manufactured across 
three continents, it would be essential to appoint a manage- 
ment contractor. Amid fierce competition and from a: formida- 
ble shortlist, the contract was awarded to a joint venture made- 
up of Wimpey International and local Hongkong contractors, 
John Lok and Partners. The role of John Lok/Wimpey Joint 
Venture was to coordinate the construction programme, keep it 
on schedule and ensure that the building was of the high quality 
demanded by the Bank and the architects. 

Management teams were sent worldwide to monitor design 
development, prototypes, manufacturing techniques and final 
production. There were over 100 sub-contractors, some based 
in Hongkong, but many spread overseas in America, the Unit- 
ed Kingdom, Europe and Japan. Timing and coordination 
were critical. A change to a component in America could mean 





THE BUILDING'S DESIGN WINS 
INTERNATIONAL ACCLAIM 


R “coanition of the new building's innovative design has 
come from many parts of the world. A leading architec- 
tural authority in New York is Arthur Drexler, himself an ar- 
chitect, and since 1956 the Director of the Department of Ar- 
chitecture and Design at New York's Museum of Modern Art. 

Drexler says this about the building: 

"The Hongkong and Shanghai Bank, by Norman Foster, 
brings architectural structure into line with civil and aeronaut- 
ical engineering; its family resemblance to suspension bridges 
and rocket-launching installations is immediately apparent. 

“I think it is characteristic of Foster's work that by the time 
he has finished a building people have learned something 
new about the nature of materials and structure. He has at- 
tempted to push out the boundaries of a technologically- 
based architecture and make it a richer, more expressive, 
more intricate, more interesting kind of operation. 

"The Hongkong and Shanghai Bank is probably the most 
intricate, most elaborate of these efforts, and in the nature of 
the project — being a very large building on a conspicuous 
site — it brings all these trends into one focus. 

"The Bank tells you inch-by-inch how it was built. The ex- 
terior and all the interiors are the dramatic proof of the world- 
wide network of manufacturing technical facilities that have 
been drawn upon to make the hundreds of thousands of 
component parts of the building. It is a record of its own crea- 
tion. " 

When the Museum of Modern Art unveiled an architecture 
exhibition entitled "Three Skyscrapers," a model of the 
Bank's new headquarters proved to be the show-stopper. 





The model attracted the following tribute from Paul 
Goldberger, critic of The New York Times: 

". .. Mr. Foster sees it as an expression of structure. His 
building's inspirations are the iron and glass buildings of the 
19th century and, before them, the Gothic Cathedrals. To 
him structure is not to be hidden but to be exploited, to be 
turned into something potent and dazzling. 

"Mr. Foster's work has a certain degree of Buck Rogers 
futurism to it, but it is so disciplined, so controlled, that one 
forgives it that. The Hongkong and Shanghai Banking Cor- 
poration headquarters bears a certain loose relationship to 
the Centre Beaubourg in Paris, but where that building's 
exaggerated structural expression seems to shout to the point 
of shrillness, Mr. Foster manages to keep it all in; his tower is 
cool and ordered, and does not seem like a throwback to the 
wild constructivist fantasies of years gone by. " 
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WHAT'S THE 
CONNECTION BETWEEN 
HONGKONGBANK'S 
CUSTOMERS 
AND CSL? 


A difficult question. Especially if you 
aren't aware of who CSL is. What CSL 
does. Or what CSL means. 


You wouldn't know then that CSL is 
responsible for the modems that link 
HongkongBank's 278 branches in the territory 
together. So its customers can bank easier. 


Or the Autoview facilities that tell of the 
Bank's services. Or the PABX telephone 
systems that keep everybody in touch at 
the Bank's new headquarters. 


All. thanks to CSL.Communication 
Services Limited. Because CSL 
searches the world for the best 
in communication and information euo E 
systems for the benefit of Hong Ks 
Kong. 


Commurescation Services Limited 


Opens up the world of communications. 


China Resources Bidg 38 Hera r Ad. Hong Kong 
Telepnone S adis: 11 Telex 76609 CSHKT P O Box 9872 GPO Hong Kong 
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NATURAL SUNLIGHT FOR 
BANK INTERIOR 


he Cathedral-like atrium of HongkongBank's interna- 

tional headquarters building enjoys natural sunlight. 
In the last major external activity before the building was 
handed over to the Bank, a 32-ton external sunscoop was 
hoisted up the south side of the building to its permanent po- 
sition nearly 50 metres above Queen’s Road Central. 

The 32 metre long external sunscoop is part of a reflector 
system which beams natural light into the Bank. It comprises 
20 banks of louvres, each with 24 highly reflective mirrors. 
The 480 mirrors reflect light almost horizontally on to the in- 
ternal sunscoop which has an array of highly polished, curved 
aluminium mirrors. These in turn beam the light into the at- 
rium, and down through the clear glass ceiling to the public 
plaza at ground floor level. The system is computer controlled 
to follow changes in the sun’s inclination. 





Paradoxically, perhaps, equipment designed to bring na- 
tural sunlight to the Bank was hoisted into position in the dead 
of night. But this was to reduce inconvenience to the public as 
part of Queen's Road Central was closed during the lifting op- 
eration. 





adjustments having to be made to components being manufac- 
tured in Europe or Japan. They had to fit together when they 
met up on site in Hongkong. Occasionally problems were en- 
countered and some very fine adjustments had to be made be- 
fore the perfect joints and straight lines one sees on the finished 
building today coüld be achieved. 

The whole construction programme was computerised, in- 
cluding the planning of cranes and hoists on site to coordinate 
the movement of men, materials and machinery up and down 
the building. Sub-contractors moved progressively up the 





GUARDIANS OF GOOD FORTUNE 


he two bronze lions 

quarding the new head- 
quarters have watched over 
the fortunes of Hongkong 
and the Bank since 1935. 
They were cast in bronze in 
Shanghai by W. W. Wag- 
staff, whose name appears 
on the plinths on which they 
are mounted. 

The inspiration for the lions were two other lions which 
stood either side of the great bronze doors of the Bank’s 
Shanghai office. Like their Shanghai cousins, the Hong- 
kong lions very quickly became associated with good for- 
tune with many people stroking their paws for luck. 

During the war, the Hongkong lions were taken to 
Japan for melting down but were recovered by American 
forces and returned to the Bank. They resumed their cus- 
tomary position on 18 October, 1946, in time to preside 
over 's post-war recovery and march to prosper- 


ity. 

During the redevelopment of the site, they moved to 
temporary accommodation in Statue Square. On 8 June, 
1985, the lions were ceremonially moved back to their ac- 
customed position quarding the fortunes of Hongkong and 
the Bank. 

The HongkongBank lions have done this successfully 
for more than 50 years and are set to continue their role in 
the life of the territory into the next century. 





building. As one finished on one level and moved up to the 
next, the contractor on the level below was also ready to move 
up one. At the peak of construction there were 4,500 men 
working on site. 

It was a remarkable exercise although not without its prob- 
lems, particularly in the early stages. Shortly after work began 
on the foundations, a major obstacle was uncovered in the 
form of a sunken inter-linked steel wall on the Des Voeux Road 
side of the site. It had been built as a temporary retaining wall 
during the construction of the 1935 headquarters, but had re- 
mained undetected despite extensive site investigations prior to 
the start of the project. 

Work on the diaphragm wall, which would form the base- 
ment box of the whole building and provide a water cut-off for 
the site, could not begin until the wall was removed. It was de- 
cided that the best way to do this would be by pitching hand- 
dug caissons over it and digging down to cut the steel away 
using oxyacetylene. This, however, would be a time-consum- 
ing process and could delay the start of the erection of the steel- 
Work, critical to the time-table of the whole project. 

With a.rethink of the entire programme, John Lok/Wimpey 
and the design team decided that instead of waiting for the steel 
wall to be removed and the diaphragm wall to be built, they 
would resequence the excavations. This would enable them to 
gain direct access to the areas where the foundations for the 
main steel mast towers were to be built. They did this by digging 
eight caissons, the largest in Hongkonqg at that time, down from 
street level. From the bottom of each of these, four smaller pri- 
mary support caissons were hand-dug down to the bedrock. 
The removal of the steel wall and construction of the diap- 
hragm wall took 16 weeks, but the rethink enabled work to start 
independently on schedule on the steel frame. 

Once the diaphragm wall had been completed, the base- 
ments were constructed using a top-down method where the 
level of one basement is cast, before excavating beneath it to 
the next. At the same time as they were being dug downwards, 
the steel frame could be seen starting to rise upwards out of the 
site. 

The steel was fabricated in the United Kingdom and the sec- 
tions shipped to Hongkong where they were stored and pre- 
pared at Junk Bay before being delivered to the site. This was 
done mostly at night to avoid traffic congestion. The huge sec- 
tions, some of them two-storeys high, were taken by barge to 
Wanchai Cargo Handling Basin and then transported to the site 
on specially adapted trucks. 

On site the steel sections were carefully lifted into their cor- 
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m An outstanding achievement in natural stone made possible using the 
unique Tecnomarmi process. 


Hongkong Bank 


For major technical problems, the architects turned to Tecnomarm1. 
"... The decision to use stone materials followed naturally in the process of search 
for prestigieous, high quality products. Finally. the arrival of new cutting 
and bonding techniques, enabling specification of previously unattainable 
thin stone veneers, placed the product in the forefront of construction technology. 
for which the building design has been acclaimed...". [FOSTER ASSOCIATES | 


TECNOMARMI 


Tecnomarmi Maiera - Via della Repubblica, 2 - 10060 Inverso Pinasca - TORINO - ITALY Tel. 39/121/840251 - Telex ZETAM | 214204 
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rect position and then welded together. This sometimes re- 
quired two or more days of continuous welding. Before the 
erection of the steelwork began, the weld supervisors were 
trained in the United Kingdom to standards set by Lloyds of 
London and, as a result, the quality of welding on the building 
was extremely high with a very low defect rate. 

All the steel was carefully protected from corrosion to ensure 
that it lasts for at least the next 50 years. An anti-corrosive 
cementitious barrier coat, known as CBC, was sprayed on all 
the principal steelwork. This material had never been used on a 
building before and was developed and refined especially for 
the project. It minimised the weight added to the steel, a critical 
factor in the overall structural design, and its design is being 
heralded as a major breakthrough in the building industry, 
with particular application in the future to bridge and marine 
work. 

Once the CBC had been applied, the steel received fire pro- 
tection, a ceramic fibre blanket attached to a stainless steel 
mesh. This system, which was also specially developed for the 
project, was lightweight and flexible, allowing it to be securely 
fixed to even the most complex shaped steelwork. Before the 
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Gibbs Insurance 
Consultants Limited 


member: HongkongBank group 


As a wholly owned subsidiary of the 
HongkongBank, and having been involved as 
the Insurance Consultant and Broker for the 
new building, we are proud to congratulate the 
HongkongBank on the official opening of their 
new Headquarters. 


Gibbs Insurance Consultants Limited 


Professional Insurance Consultants and Placing 
Brokers for corporate industrial, commercial or 
contractors insurance requirements. Please 
contact us at: 
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29 Queen’s Road Central, Hong Kong 
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final cladding was applied, the steelwork was wrapped in rein- 
forced aluminium foil, at times giving the building the appear- 
ance of an oven-ready chicken. This ensured that none of the 
fibres from the ceramic fibre blanket broke off and entered the 
air-conditioning plant and also provided vapour protection for 
the blanket. 

As with the steel sections, the prefabricated modules were 
also delivered at night, receiving a police escort because of their 
exceptional size. Indeed, in parts of Wanchai, road and over- 
hanging signs had to be removed to provide the necessary 
clearance. 

Altogether there are 139 modules suspended in four vertical 
towers on the east and west sides of the building — where they 
form an integral structural element. Their installation between 
the hours of midnight and 6 a.m. took just 10 months to com- 
plete. During this period, each module was allocated only two 
hours of crane time to lift it into its final position. 

The modules arrived on site fully fitted out, down to the 
toilet roll holders in the restrooms. Once in place, they had only 
to be connected into the building's supply systems for them to 
be in full working order. Behind the restrooms in each module 
are combinations of electrical and air-handling equipment. 
These supply the services network contained within the raised 
floors on each level bringing power, air-conditioning and tele- 
communications to any point where it is required, giving maxi- 
mum flexibility for office planning and layouts. 

The first phase of the new headquarters was completed and 
handed over to the Bank on July 1st 1985. This comprised the 
11 levels of the Banking Hall and the basement levels which in- 
clude the securities and investments department, safe deposits 
vault, cash vaults and the central plant and services. Just four 
weeks later, the Banking Hall opened for business and for the 
first time, the public were able to enter the building which they 
had watched grow so rapidly during the previous three and a 
half years. 

This public area is the most dramatic part of the building, 
with its central atrium rising 170 feet above the plaza at ground 
level. The two escalators leading up into the Banking Hall at 
Level Three are, at 25 metres long, the longest unsupported es- 
calators in the world. They pass through a curved glass and 
steel soffit which separates the plaza from the air-conditioned 
atmosphere of the building inside. The sensation as one passes 
through the glass soffit into the full-height of the atrium, with its 
cathedral-like proportions, is a breathtaking experience and 
one which has been known to silence even the most hardened 
critics of this futuristic steel and glass structure. 

On either side of the atrium, the banking counters, finished 
in gleaming, Belgian black marble, sweep around in two long 
curves. Across the central space there are unobstructed views 
through the glazed curtain walls to the Peak on one side and the 
harbour and Kowloon on the other, while at the east end a full- 
height white opaque glass wall glows when bathed in sunlight. 
At the top of the atrium, highly polished mirrors direct natural 
light reflected by an array of external mirrors, down into the 
Banking Hall, through the glass soffit and onto the plaza floor. 
This ingenious sunscoop system adds a sparkle and brightness 
to the atrium which could not be achieved with artificial light, 
and brings natural light to areas which would otherwise be in 
the shade. 

Throughout its construction and in the months since its com- 
pletion, the building has been the focus of worldwide attention. 
Not only has it stimulated the interest of architects and en- 
gineers, and indeed anyone associated with the construction 
business, but the flexibility and quality of its design are also 
being studied by other major banks, corporations and indus- 
tries. The building provides solutions to problems which 
many such organisations are facing and will have to solve if they 
are to overcome the challenges of the information technology 
revolution and face the future with the confidence of Hong- 
kongBank. 9$ 
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Number One Queen's Road Central 


By Robert Baird 


he new International Headquarters Building of Hong- 

kongBank is its third purpose-built head office in the 

space of only 100 years. Yet both of its predecessors 
were built with an eye to future growth and expansion. 

Both of the previous buildings were ahead of their time ar- 
chitecturally and the second building, at least, was designed to 
accommodate future technological developments. 

That both of these buildings became inadequate to meet the 
needs of the Bank after working lives of around 50 years each, 
is indicative of the spectacular growth of Hongkong's economy 
and international importance as a trading and financial centre. 
Itis also indicative of the role that HongkongBank has played, is 
playing and will continue to play in the economic life of Hong- 
kong, 

In 1864, although it was already a thriving trading commu- 
nity, Hongkong had no bank of its own. Banking services were 
provided by foreign, mainly Anglo-Indian, banks whose man- 
agement had little knowledge of or interest in Hongkong. 

Thomas Sutherland, Superintendent of the P&O Steam- 
ship Company at the time wrote, “. . . inasmuch as | knew we 
had in China many thriving companies founded on the princi- 
ple of cooperation among ourselves, | thought we ought to en- 
deavour to create a Bank of our own on the same principles. " 

Sutherland (later Sir Thomas and Chairman of P&O) im- 
mediately drafted a prospectus for such a bank which he took 
to a friend, E. H. Pollard, a leading counsel of the day, for vet- 
ting. 

Pollard took the prospectus round the leading companies 
where it was enthusiastically received and the Bank was fully 
capitalised at HK$5 million. 

F. Chomley of Dent & Company was elected Chairman of 
the Organising Committee. Sutherland, Pollard and Chomley 
are regarded as the founders of The Hongkong and Shanghai 
Banking Corporation. 

For all but the first few months of its existence, the head of- 
fice of HongkongBank has been located at Number One, 
Queen's Road, Central. Its first premises on the site, Wardley 
House, were leased for two years at a rent of HK$500 per 
month and the Bank opened for business there in 1865. 

Wardley House had been built in 1858 facing Queen's 
Road, with an extra wing facing the waterfront Praya. It was de- 
scribed in an official guidebook as “. . . one of a stately row of 
houses occupied by banking and mercantile firms. " 

Like all buildings of its time, it was designed to be as cool as 
possible, with wide covered verandahs and rooms with high 
ceilings. As was the usual case on the China Coast in the 19th 
century, it was both a residence and a place of work. 

The top floor provided bedrooms, bathrooms, dining and 
sitting rooms for the unmarried European staff of the Bank. In 
the floors below were the offices and the banking hall, while in 
the basement were strong rooms for bullion. 

The Bank bought the site in 1866, but within 10 years, 
Wardley House had become too small because of the rapid 
success and growth of the Bank. In 1881, it was agreed by the 
Board that a new building was required but it was not until the 
following year when the Bank acquired the other half of the 
site, occupied by the Chartered Mercantile Bank, that it was 
possible to proceed. 

It was to be the first purpose-built headquarters for the 
Bank, and called for a creative design to reflect the importance 
of the Bank in the Community. The plan that was finally 
selected surprised some people, who thought it too complex 
ever to be achieved. 

Three leading firms of architects had been invited to prepare 





the plans, with the commission being awarded to Wilberforce 
Wilson, a former Surveyor-General of Hongkong, and 
Sotheby Godfrey Bird, a former Royal Engineer. Wilson and 
Bird had been joined at the design stage by Clement Palmer, a 
young architect from England, who supervised the project. 
Palmer went on to found the firm which is today known as 
Palmer and Turner, which designed two other major buildings 
for the Bank. 

The new building was the largest commercial building ever 
attempted in Hongkong and took four years to build. It was 
built of brick and faced with granite, topped with a massive oc- 
tagonal dome surrounded by a colonnade. Fronting on to 
Queen's Road was an imposing granite portico flanked by 
Corinthian columns. 

The frontage cn to the Praya was more familiar to Hong- 
kong, with wide covered verandahs. Inside the building, the 
main banking hall was on one side devoted to business con 
ducted in English. The other side was the compradore’s section 
where transactions in Chinese took place. 

The building still combined living and business quarters. On 
the top two floors there was a bachelors' mess, equipped with a 
billiards room. The dining room and drawing room overlooked 
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The Shanghai branch of 1923. 


the Praya. There were numerous bedrooms and all the bath- 
rooms were equipped with hot and cold running water. Gas 
lighting was installed throughout the building and all the offices 
and rooms had electric bells. 

But the centrepiece of any bank is its public banking hall. 
The China Mail described the banking hall as “. . . an immense 
hall which might be considered a building apart from the rest. It 
is roofed by a large octagonal dome, the apex of which is 100 
feet above the floor.” 

Apart from being the biggest commercial building in Hong- 
kong, the highest standards had been demanded throughout 
its construction. The China Mail commented: “. . . it was time 
that Head Office at Hongkong should have a position worthy of 
the hd position which the Bank was assuming all over the 
world. 

The newspaper was convinced that the new building would 
meet the requirements of the Bank for many years to come. 
However, the building, which in 1886 had been criticised for 
being too big, was proving in the 1920s to be inadequate for its 
requirements. 

Furthermore, the Bank's building dominating the Bund in 
Shanghai was both newer, having been built in 1923, and 
more imposing than Head Office. 

The impact on the Bank's business of the Shanghai building 
was also noted, and the instructions to the architects for the new 
Hongkong building were simply to build the best bank in the 
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That statement sets a standard. An insistence that for 
any given problem, new approaches can be found. 

With Sophomation, Philips have both set and attained 
an apparently impossible standard. 

But in information management, seeing is believing. 
Data and communication systems are judged by results. 
By flexibility. By performance. 

Sophomation takes a new perspective on old problems. 

For example. Wouldn't it be sensible if all your 
existing office equipment — your telephone network, 
your telex and text systems, the word processors, PCs 
and so on — could be tied into one efficient network. 

No matter who made them. And with no need to re-wire 
the office. 

You'd then gain an integrated office 
without losing your original investment. 

That's Philips Sophomation. 

And it's modular. It grows as you do, 
tailor-made to suit any organisation from 
the small office to the huge multi-national. 
Meeting changing needs, new requirements. 
Today and in the future. 

That flexibility helps you manage 
information. The system won't manage 
you. It frees you to do other things. 

Like business for instance. 
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In technical terms, it’s “user transparent”. You don't 
even know it's there. You'll take for granted that you can 
make a call, send text, edit, word process and more. 
Right from your desk. At the push of a button or two. 

After all, voice, data, text and image are all forms of 
communication. Sophomation treats them simultaneously. 
Digitally. And as an integrated whole. 

To you that just means better communications. 
Better business. That’s Sophomation. 

We call it the Total Approach to Information 
Management. Call us on 5-283298 and we'll tell you more 
about making the impossible possible. 


PHILIPS 





es Capel (Far East) Limited 


Zotn Floo t; Two Ex chan nge Square, 8 Connaught Place, Hon ong Kon ng. 
I. : e * 5-8439111 Telex: 75100 Ifax: 852-123- 4329" 


Le ndon Chan nel Islands New York Singapore Tokyo Syndey — vU 





à 3 s " = amg oe Ww 3L ; JD )" NT gat g 
—* mo ( E ak LE -—. HOI | p^ EC IL. 


the world's —* specialist contractor in the supply ** 
installation of structural passive fire protection systems. 


compressed rock-fibre board 





Morceau Fire Protection has over ten years of experience, 
providing passive fire protection not only to the traditional 
building industry, but also to the demanding and highly 
innovative world of petro-chemical installations — both land 
based and off-shore. 


This unique combination has allowed Morceau Fire Protection 
to establish an unrivalled expertise in the selection and 
application of all forms of structural passive fire protection 
. including: 


— compressed rock-fibre board 
— compressed vermiculite board | i 
— sprayed mineral fibre E EDU DRE 
— cementitious spray WANN s Pecan 
— intumescent coatings 
— pumped foam products 
— ceramic fibre 
and our own range of prefabricated fire casings. 
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Morceau Fire Protection can take on any job, — large 
or small, from the straight forward to the most complex, and 
carry it through efficiently and economically. Total protection 
is ensured and every installation guaranteed. 
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For more information please contact: 


Morceau Fire Protection Morceau (Fire Protection) 
Morceau House Hong Kong Ltd 

Brookhill Road 1701 China Underwriters Bldg 
Pinxton 88 Gloucester Road 
Nottinghamshire NG16 Wanchai 

United Kingdom Hong Kong 

tel 0773 812505 tel 5-756121 
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world. Palmer and Turner were again entrusted with the job of 
designing the building. 

In the years since 1886, the waterfront Praya had been 
pushed back by land reclamation and was now Des Voeux 
Road. The Bank purchased the adjoining City Hall, doubling 
the size of the site, and work began in 1933. At the time, the 
world was in the middle of the Great Depression and its effects 
were being felt in Hongkong. The General Manager, Van- 
daleur Grayburn, who was later knighted, believed the project 
would help stimulate the economy of Hongkong, which would 
be to the benefit of the Bank, as well as for the public good. 

The design of the new building was greeted with approval 
and was acclaimed for pushing forward the frontiers of architec- 
ture and engineering in Asia. Its main tower was 220 feet high, 
making it the tallest building between Cairo and San Francisco. 

Not only was it the tallest building in Hongkong, it was also 
the most advanced. It was fully air-conditioned and was equip- 
ped with an invisible panel heating system and high-speed elec- 
tric lifts. It was the first building outside the United States to use 
high tensile steel throughout. This steel is much lighter and 40% 
stronger than the more usual mild steel. 

The building was designed to withstand winds of 130 mph. 
It was tested beyond this limit in 
the 1940s when the wind 
speed measuring recorders 
broke, registering 150 mph 
during a typhoon. 

Its decoration was whole- 
heartedly art deco, both inside 
and out. Symbolic heads of the 
"Men of Vision" decorated the 
main exterior walls. The 
Queen's Road entrance was 
topped by a portcullis and 
quarded by bronze doors. 

The banking hall covered 
about an acre and had a great 
barrel vault ceiling decorated 
with a colourful mosaic repre- 
senting trade and finance be- 
tween the east and west. The 
walls and columns were 
finished in stone and green, cream and black marble imported 
from Italy, Sweden, Belgium and England. 

The Des Voeux Road entrance was flanked by two bronze 
lions, which quickly acquired a local reputation as quardians of 
the Bank's and Hongkong's prosperity. The journal of the 
Royal Institute of British Architects described the building as 
"...a truly remarkable feat of construction.” 

With an eye on the future, extra conduits were provided to 
accommodate new technology when it became available; and 
the roof loading factor was designed to take autogiro landings. 
At the official opening of the building, N. L. Smith, the Officer 
Administering the Government, spoke of the building “. . . en- 
during a century or two hence . . ." 

Smith can be forgiven not being able to look into the future 
as the building towered over the neighbouring 19th century 
buildings. But by 1981 when it was demolished, it was dwarfed 
by its neighbours. The affection for the building could not 
obscure the fact that it was too small to be the headquarters of 
the 14th largest bank in the world. 

Many departments were located in other buildings; and de- 
spite the foresight in equipping the 1935 building with addi- 
tional conduits, it had been overtaken by the revolution in inter- 
national banking brought about by computers and new com- 
munication technologies. 

There were four main problems facing the designer of the 
new building. It had to provide a great deal more office space 
than the old building, on exactly the same site. The new build- 
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Part of the spacious atrium inside the bank. 





ing had to be sufficiently flexible to allow for modifications to 
accommodate unspecified, vet inevitable, changes in banking 
technology. The new building was required quickly, and the 
final problem arose from the confined nature of the site and 
lack of space for on-site preparation. 

After reviewing proposals from seven architects, both local 
and from overseas, Foster Associates of London, a firm with an 
international reputation for bold and original designs, were 
chosen. Foster's solution to the problems was a design that re- 
lied heavily on prefabricated components from Europe, Japan 
and the United States. 

Indeed, the construction of the new international headquar- 
ters was a suitably international effort, involving more than 100 
subcontractors from 80 countries around the world. The 
amount of prefabrication and the diversity of sources called for 
a degree of accuracy rarely seen in buildings anywhere in the 
world, as all the components had to fit together exactly on site. 

But the most striking aspect of the design is the way it reveals 
the basic elements of its structure. It is built almost entirely of 
steel and draws heavily on the concept and technology of the 
suspension bridge. From eight steel masts are suspended steel 
trusses from which the floors "literally hang like a Christmas 
tree," according to The Times 
Architecture Correspondent, 
Charles Knevitt. 

The result is a building that 
requires no central core of con- 
crete or steel, and which pro- 
vides almost three times as 
much space as the previous 
building. 

The switch from support to 
suspension has some remark- 
able effects. At ground level, 
between the main masts, there 
is a clear space covering almost 
the entire site of Number One, 
Queen's Road, Central, which 
has been dedicated by the 
Bank as a public space and 
plaza linking Queen’s and Des 
Voeux Roads. 

Within the building, the effect is even more significant, as 
almost totally unobstructed floorspace has been created. The 
span between the columns is three times that in conven- 
tional buildings. As in the two previous Headquarters Build- 
ings, the most spectacular area of the bank is the Banking 
Hall. 

As Charles Knevitt wrote in The Times: “What visitors will 
remember most is the spectacular banking hall atrium rising 
170 feet, a dynamic space with double-storey escalators shoot- 
ing up through a glazed screen, their mechanics visible through 
lightly tinted glass panels. At the tip of the atrium is a ‘sun- 
scoop’ which, with the aid of mirrors, beams light downwards, 
creating a sense of awe one usually only feels in the great 
cathedrals. ” 

When defining the problems, HongkongBank quite prop- 
erly considered current needs and the necessity for flexibility to 
meet future needs. The result is a product of the determination 
to solve problems at the outset and to build solutions into the 
building, which will repay the effort and cost of developing 
them every year of its working life. 

What was left unsaid, perhaps because it was assumed, was 
the need to follow in the tradition of architectural excellence set 
by the two previous purpose-built Headquarters Buildings on 
the site. Separated by only 100 years from the first purpose- 
built Head Office, the new international Headquarters Buildin 
of HongkongBank again sets fresh standards for both the build- 
ing and banking industries. @ 
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Hutchison. 


Weare in all the major arteries of business 
in Hong Kong—very successfully. And the 
outlook is distinctly bright. 


Think of Hong Kong, and you must think of 
Hutchison. Our interests are broad and they touch 
every aspect of commerce and life. 

By all means think of Hutchison as a trading and 
retailing group — we're the largest in the territory. 
But we are property too and currently investing 
HK5$4 billion in building more homes for the people 
of Hong Kong. 

We are also electricity, communications, whole- 
saling and distribution, manufacturing, quarrying, 
concrete and asphalt. And we have a substantial 
share in the major English newspaper and one of 
the most successful hotels. The lifeblood of Hong 
Kong passes through our container terminal — the 





largest privately-owned one in the world. 

Our connections with China are excellent and 
we're developing selective opportunities in the vast 
potential offered by that market. 

So although our roots go back over 100 years, 
it's the future where our focus is firmly fixed. Our 
base is Hong Kong. And we know Hong Kong better 
than anyone. 


For our Annual Report, which will give you 
a clear insight into our strengths, diversity and 
human resources, write to: The Lord Derwent 
L.V.O., Managing Director, Hutchison Whampoa 
(Europe) Ltd., 9 Queen Street, London WIX 7PH, 
U.K. Or to: A.C. van der Linden, 


Company Secretary, Hutchison Whampoa 
Limited, 22nd Floor, Hutchison House, 
10 Harcourt Road, Hong Kong. You ll 
see why...Hutchison is Hong Kong. 





Hutchison.We mean business in Hong Kong. 
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is in the vanguard of technology. It has recently 

launched Hexagon, its new corporate electronic bank- 
ing system. Peter Greene, Group Manager, Electronic Banking 
Services at Head Office in Hongkong, explains how every fea- 
ture of Hexagon was designed to reflect researched customer 
needs. 


H ongkongBank, the world's 14th largest banking group. 


We wanted Hexagon to be ‘state-of-the-art’ and that's 
exactly what it is. 

We began in 1981 to look at the need for a system that could 
deliver the group's products and services electronically to our 
customers around the world. 

A project team was formed the following vear, consisting of 
executives from various members of the group together with 
the specialists we had recruited. They examined in great detail 
the needs of a number of the group's corporate customers. 
They also carefully studied the electronic banking systems of 
other financial institutions that were beginning to come onto 
the market. 

By mid-1982 the Board of Directors had approved the find- 
ings of the project team and confirmed that our system was to 
represent the best of the available technology, in both 
hardware and software. 

In addition, it was felt that we should develop our own sys- 
tem and communications network, rather than attempt to 
adapt one developed by someone else. 

We recognised that there would be short-term advantages 
in taking a third party's system. It would be easier, faster and 
less expensive. But the medium and long-term advantages of 
in-house development were greater. By doing it ourselves we 
would stay in control of our own destiny, so to speak, and allow 
our customers to have a greater say in the on-going develop- 
ment of the system. 

. Indeed, the involvement of our customers has been one of 
the crucial factors in the success of Hexagon. The system has 
been developed for what they want, not what bankers or com- 
puter people think they should have. 

The benefits of developing an in-house system began to 
show soon after we released — 

Hexagon to a select and limited 
number of customers in March 
1985. We received a lot of 
helpful feed-back at the pilot 
stage and suggestions from 
users allowed, and are still al- 
lowing us to incorporate addi- 
tional features and enhance the 
system. 

Since the reaction of the 
customers was so encouraging, 
in September 1985 Hexagon 
was released to a growing 
number of users in Hongkong 
and also to companies in other 
financial centers around the 
world. By the end of last year 
Hexagon services were being 
provided in Hongkong, Singa- 


Welcome to Hexagon — 
HongkongBank’s Corporate 
Electronic Banking System 











Group Manager 
Peter Greene. 


pore, Malaysia, Japan, the United Kingdom, West Germany, 
Switzerland, the United States, Saudi Arabia, Bahrain and the 
United Arab Emirates. During 1986 they will be extended to 
many other countries, such as Australia and Brunei. 

Hexagon will be made available in all areas where the 
group's offices establish a need for it. The HongkongBank 
group has installed and will continue to expand its own private 
data communications network, which will make it possible for 
us s up with our customers just about anywhere in the 
world. 

The network uses the latest packet-switching technol- 
ogy, which, while costly to install, has introduced tremendous 
benefits both to our customers and to our international offices 
in terms of communication speed, control, security and trans- 
mission costs. 


What Hexagon Offers 


Using a personal computer and modem linked to a tele- 
phone, a corporate customer can dial into a local access point in 
the data network and be connected instantly to the group's 
mainframe electronic banking computers. From then on, 
through a simple process of selecting menu-driven screens, and 
without needing to be a computer whiz-kid, the executive sit- 
ting in his office has the ability to obtain three broad types of 
service. 

The first is the retrieval of information relating to his com- 
pany's global portfolio with the HongkongBank group. More- 
over, through an interface with SWIFT, users can also display 
details of accounts held with banks outside the group. 

Secondly, market information on a broad range of subjects 
can be retrieved from Hexagon. This information is compiled 
and updated constantly by HongkongBank group Hexagon fi- 
nancial centers around the world. 

Lastly, having seen his positions and opportunities, the exe- 
cutive can then initiate transactions through Hexagon; for 
example, electronic funds movements, applications for letters 
of credit, and so on. 

The services currently available on Hexagon include: 

l. Account balance reporting, 
which can vary from the previ- 
ous day's close to intra-day or 
real time (depending on which 
Hexagon center is delivering 
the information). 

2. Account statements, which 
carry transaction details. These 
can be displayed and printed 
out if needed. 

3. Payments made to any 
third party either as one-off 
transactions or from a stored 
facility allowing repetitive 
use. 

4. Transfers between any ac- 
count in a customer's global 
portfolio. 

5. Electronic messages, which 
can be sent by customers to any 
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branch with a  Hexagon 
center, and vice versa. 

6. Market information is a 
major Hexagon service which 
is expected to grow substan- 
tially in the near future. Cur- 
rently it includes up-to-the- 
minute foreign exchange rates 
(spot and forward) and market 
commentary, deposit and lend- 
ing rates, precious metal 
prices, currency notes and de- 
mand draft rates, stock market 
indices and prices. 

7. Trade positions, involving 
imports and exports. From the 
group s main trading centers, 
Hexagon users are able to re- 
trieve the current position of 
their outstanding import/ex- 
port bills, together with out- 
standing letters of credit. This 
greatly facilitates keeping track 
of a company's assets and 
liabilities. 


8. Documentary credits, such as letters of credit applications 
and amendments, can be applied for electronically by our cus- 
tomers through HongkongBank group offices around the 
world with whom they maintain an import relationship. 


By mid-1986 we expect to 
add two further services to 
Hexagon: 

1. Forex contracts outstand- 
ing, which will allow Hexagon 
users to track their foreign ex- 
change commitments and ex- 
posures. 

2. Time deposits, a self-service 
system which will allow cus- 
tomers to place and uplift de- 
posits, both onshore and off- 
shore, as well as view their 
global call and term deposits 
portfolio. 

In the longer term, we plan 
to offer decision-support 
software to assist Hexagon 
users in day-to-day decision 
making. This will certainly 
include the ability to down- 
load raw data from Hongkong- 
Bank's computer systems into 
customers’ personal comput- 
ers for integration with 
software packages such as 
Lotus 1-2-3 and Symphony: 

Also under development is 
a global securities position-re- 
porting and dealing system, 
which will allow customers to 
see details and valuations of 
various types of securities they 
hold around the world. They 
will be able, by using Hexa- 
gon, to trade in a wide variety 
of securities. 

Hexagon has been design- 
ed and structured to allow re- 
latively simple development of 
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TEMPERATURE SENSORS 





F rom the Bank’s support systems flows the energy to drive 
the air-conditioning, power, telephone and telecom- 
munications networks. On each floor these services run 
beneath a special raised floor system and access is through 
outlets set into 1.2 m2 floor panels. These panels can be 
lifted and changed as required giving maximum planning 
flexibility. 

Although there is limited individual control over air- 
conditioning, the main thermostat control is handled by 
the building management computer system which uses 
sensors located in return air grilles to control the tempera- 
ture in each zone. There is also an air-supply around the 
perimeter of the building immediately inside the external 
glazing to prevent radiated heat from penetrating into the 
office areas, thus reducing air-conditioning costs and pro- 
viding increased comfort. 





architecture. The - | 
on the HK$1. 70 value. 


home banking when market 
conditions make that service 
suitable. Our group's strategic 
plan is that, where practical, its 
members will use Hexagon as 
an electronic delivery medium 
offering multifarious services. 


Security and 
Controls 


Security and controls were 
given particular attention in 
the development of Hexagon. 
The depth of security of any 
electronic delivery system is of 
paramount importance to the 
user. Equally important in our 
development plan was the 
need to give users the ability to 
decide who among their staff 
can use Hexagon, and in what 
way, while allowing them to 
make changes in authorized 
staff at any time. In terms of 


management control, Hexagon is unique in providing com- 
panies with this kind of flexibility. 

We believe we have been more fortunate than the pioneers 
of other electronic delivery systems because security and con- 


trol were built into the grass- 
roots of Hexagon, rather than 
bolted on as an afterthought. 

Hexagon software can run 
on a number of personal com- 
puters, including the IBM PC 
XT/AT and compatibles, Fuji- 
tsu FM7, Victor/Sirius, Apricot, 
Wang PC, HP150, Apple and 
IBM 5550. This means the capi- 
tal expenditure for users is sub- 
stantially reduced if they already 
have one of these models. The 
only hardware they need to pur- 
chase is a cornpatible modem. 

We believe our customers 
want certainty in their banking 
relationships and this is re- 
flected in our pricing structure. 
Customers will be able to use 
the service for a fixed cost per 
month, irrespective of the time 
spent accessing the system. 
This cost will vary marginally, 
country by country, and will be 
highly competitive. 

Within the HongkongBank 
group we see Hexagon as our 
long-term commitment to ser- 
vicing our wide range of cus- 
tomers around the world. Hex- 
agon is secure, easy to use, 
satisfies intra-company con- 
trols and provides a com- 
prehensive array of services. 
We are confident that Hexa- 
gon will be an attractive and 
valuable service to large, mid- 
dle-market and small com- 
panies around the world. € 
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vss Danus we managed the construction of the HongkongBank 
building from pre-planning through site clearance and all con- 
struction stages to completion. We let 163 contracts, supervised 
114 contractors, maintained quality throughout and completed 
everything on time. In the John Lok/ Wimpey Joint Venture, 
British and Hong Kong management and building skills have 
combined to form the world's finest team of management 
contractors. Everywhere you look in and around this great new 
international headquarters building of HongkongBank you'll 
find our mark of quality. 


JOHN LOK /WIMPEY JOINT VENTURE 
12/Floor, New Henry House, 10 Ice House Street, Hong Kong. Tel: 5-8429333 Telex: 74117 JLW]V 
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The Flexible Approach 


By Alan Chalkley 
henever any analysis of the Hongkong society and 
W economy is made, two words are bound to turn up, 
much as writers may wish to avoid them because they 
are used so often. The words are “mobility” and “flexibility.” 

These two characteristics are not regarded as virtues by 
everyone, of course. Employers scowl at the mobility of their 
workers ("they get poached with never a by-your-leave ") and 
manufacturers scowl at the necessity to be flexible in the pro- 
ducts they make ("wouldn't it be nice to be able to make one 
model for about five years without getting caught with dead 
stock? "). 

But in a free society, conflict between personal interests and 
those of an economy as a whole is quite frequent. So, arumbl- 
ingly, employers cope with labour turnover, and manufacturers 
face up to fickle buyers, for instance. What they must do is de- 
vise, and revise, a whole spectrum of time-horizons: what to do 
in the event of this or that happening in the next 30 days, the 
next six months, the next year. . . 








PURVES TO BE NEXT 
HONGKONGBANK C 


he Chairman of 

HongkongBank, 
Michael Sandberg, has 
advised the Board of 
his intention to retire in 
1986. The Board have 
unanimously accepted 
Sandbergs recom- 
mendation that his 
successor should be 
William Purves, cur- 
rently Chief Executive 
and Deputy Chairman 
of the Bank. 

Sandberg has been Chairman since 1977 and Purves, 
Deputy Chairman since May 1984. Sandberg and Purves 
jointly made the announcement at a Hongkong press con- 
ference. 

Addressing the press, Purves said that there would be 
no sudden change in the Bank's policies as a result of his 
succession. 

"If the opportunity arose the Bank would like to do 
more in Europe, but it's not something that's likely to pre- 
sent itself in the immediate future,” he said. 

Asked about the future for Hongkong banks in the run- 
up to 1997, Purves said he could not see an overnight 
change. 

"There is no financial centre in China, and I would ex- 
pect the Chinese Government and bankers would want to 
maintain Hongkong as a financial centre,” he said. 

“I believe a very strong bank based in Hongkong has 
been important, and will continue to be important, to 
China. " 

The South China Moming Post, devoted a Saturday 
editorial to the handover, and commented: 

"Nobody doubts Mr. Sandberg’s successes in moving 
the Bank on to the international stage, and in years to 
—— this strategy is likely to pay increasing divi- 

ends. 


— — — — ai — —— 





Michael Sandberg (left) and 
William Purves. 





Typical layout of specially designed office furniture. 


Long Time-Horizon 

When it comes to planning a building, however, the time- 
horizon is somewhat longer — at least 20 years. Hongkong- 
Bank's previous three headquarters buildings in Hongkong 
lasted for 21 years, 49 years and 50 years respectively, but only 
by dint of expansion into other premises and, it should be con- 
fessed, putting granddad into jeans and T-shirt in some ways. 
However, in view of the wars and crises that have washed over 
the tiny island of Hongkong this century, the buildings must 
have been durable and flexible enough! 

Banking systems are changing at an extraordinarily rapid 
pace, however. Greek temple pillars outside and solid oak in- 
side (the symbols of solidity and stability in bank buildings for 
some 200 years) will no longer do. There are new symbols for 
power and strength — plastics, ceramics, steel. Neither will 
solid boxes and fixed pathways for communications do any 
longer. Banks, like every other economic entity, now have to 
build in a considerable element of flexibility. 


Limited Technoloay 


It was not long ago that a building was a building was a box. 
The ground-plan was limited by the roof-technology — the 
spread of a beam, an arch, a dome. Even 20 years ago, theatres 
and ballrooms might still require internal columns spoiling 
sight-lines. Internal communications were limited to the provi- 
sion of stairs and lift-shafts, if any. For any electronic device 
other than a light-bulb, no advance planning was usually made. 
After the building was completed, armies of workers would 
have to clamber all over the structure drilling holes, screwing 
boxes and wires on every surface and at every level, leaving the 
environment looking like a patchwork quilt and the walls like an 
Emmenthaler cheese. 

The time arrived, in the 1950s, when furniture came 
to be built-in, instead of added-in. The ready-equipped 
kitchen arrived about a decade later, as far as most residen- 
tial buildings were concerned (in Hongkong, a cement slab for 
gas-cookers was all that was provided up until very recent 
years). 


Growing Clutter 


But commercial building, even in the 1970s, was even 
gaunter than residential. Architects provided giant egq-crates 
— or rather godown-crates — with bare rectangular spaces. 
Users then cluttered them with three-ply partitions (low ones 
for the "open plan" swingers, high ones for the "privacy" 
brigade). Sanitary services were about as good as those of 
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Imagine Hong Kong without Hongkong Land... 
and HongkongBank 


For almost a century the two names have been 
synonymous with the development of Hong Kona. 


Both in their own right and as partners in 
business. All three core businesses of The 
Hongkong Land Group — Hongkong Land Property, 
Dairy Farm and Mandarin Oriental — have as a 
principal bank, HongkongBank. 


Now, after being neighbours in Central since 
1889 the two have, within less than a year of 
each other, moved their headquarters into new 
buildings. 


Buildinas which dominate the Hong Kong 
skyline to such an extent that they are already two 
of the most famous in the world. 


Which seems only fitting as it's impossible to 
imagine Hong Kong without ‘Land’ and ‘The Bank’. 


rt 

rt 
The Hongkong Land Group 

Hongkong Land Property € Dairy Farm € Mandarin Oriental 





DWE (X ii 


Hongkong’s Mark One public 
housing. “Kitchens” were 
small spaces on the mes- 
senger's desks. 

As the manual office 
machinery grew more elec- 
tronified, office spaces be- 
came punched, bored and fes- 
tooned with sockets, plugs, 
trailing wires and pipework. In 
many Offices, first to come was 
the venerable early Xerox 
machine, replacing the punch- 
ed-card monsters. Then the 





HONGKONGBANK — SERVICE 
SYSTEMS FOR THE FUTURE 


ost modern office buildings cannot keep pace with 
developing technology: one new piece of equipment 


is often superseded by another virtually as soon as it has 


been installed. The design of One Queen's Road Central 
rises to the challenge of changes in information technology 
over the next 50 years by providing a building which, 
within its existing structure, can accommodate almost any 
conceivable change that the Bank might require. 


are the masters of technology 
and not its slaves. 

Equally recently, it has 
been acknowledged that of- 
fices, like homes (and some 
factories), are now becoming 
24-hour premises. The “white- 
collar workers" used to pride 
themselves on their gentle- 
manly nine-to-five lifestyle; 
only grubby technicians work- 
ed shifts. But for white-collars 
there are now new prides to be 
displayed (“Terribly sorry to 


electric typewriter. Then the 
multi-purpose telephone set 
(one for nearly every desk). 
Then the computer terminal (the mainframe required an air- 
conditioned temple of its own). Then the PC and the data-base 
service screens. . . 


Minefield of Circuits 


Office managers desperately clipped and taped wiring to the 
walls, skirting-boards, carpets and even sides of furniture. A 
"state-of-the-art" office became a minefield of ill-secured cir- 
cuits and overloaded sockets (and most still are). 

Finally, in only the last few years, some architects have come 
around to realising that buildings are now organic machines, to 
be made responsive to a ballooning set of needs by the users, 
which can be satisfied only by a variety of readily-available 
equipment. Not purpose-built, but built for many purposes. 
Not hollow rectangles, but serviced space where human beings 





be late for your party, my dear 
— teleconferencing with Chi- 
cago"). To have a telex, fac- 
simile and data-screen in one's bedroom is now more one-up 
than a sunken bath. 

This is, in capsule, the background to the development of 
buildings which meet today's commercial needs and — just as 
important — those of tomorrow. 


The Challenge 


When Norman Foster was chosen as architect for 
HongkongBank's new building, among the requirements 
on which he was briefed was this very point. The structure 
had to be one which (in the Bank's own wording) "could 
be modified progressively in future years to accommodate 
inevitable, yet still unspecified, changes in the technology of 
banking. " 

This was no mean challenge. The Architecture Correspon- 


Ka Wah Bank Ltd. 
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The Sign of Excellence 


Engineering & Construction, Financial Services, 
Marketing & Distribution, Transport Services. 


Jardine, Matheson & Co., Limited 


World Trade Centre P.O. Box 30748 Causeway Bay Hong Kong 
Telephone: 5-8373888 Telex: 73406 JMWTC Fax: 5-7904512 
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dent of The Times of London, Charles Knevitt, put the chal- 
lenge this way: 

"Flexibility has been the keynote for the Bank, something 
overlooked by many British developers in the 1950s and 1960s 
to their cost, as they discover that the advance in communica- 
tion technology has made normal speculative office blocks ob- 
solete and due for demolition within 15 to 20 years of comple- 
tion. The Bank is hoping its new headquarters will last for 50 
years.” The design of the new building rises to the challenge in 
several ways. 


On Two Sides 


Unlike more conventional buildings, the services are located 
on two sides of the building rather than in a central core. This 
has allowed freedom for design and has produced spacious 
floor areas on each level. 

The services are in pre-assembled modules located on the 
east and west sides of the building. Most of these contain toilet 
facilities, while they also contain plant rooms housing air-condi- 
tionihg equipment, extractor fans, hot and cold water storage 
units and, at the top of the building, emergency generators and 
boilers. Vertical services, including water pipes and electrical 
wiring, rise through the building in 
frames alongside the modules. 

From these support systems flows 
the energy to drive the air-condition- 
ing, power, telephone and telecom- 
munications networks. On each floor 
these services run beneath a special 
raised floor system and access is 
through outlets set into four-foot 
square floor panels. These are twice 
the size of those found on a normal 
floor. They are made from very strong 
but lightweight aluminium, rather like 
the floors found in jet aircraft. 


Total Access 


Each carpeted panel can be easily 
lifted giving total access to the services 
stored below. This means that new 
equipment can be added, subtracted 
or moved around an office area with- 
out lifting any more than the appropriate panel, thus giving 
maximum planning flexibility. 

Although there is limited individual control over air- 
conditioning, the main thermostat control is handled by the 
building management computer system, which uses sensors 
located in return air grilles to control the temperature in each 
zone. There is also an air-supply around the perimeter of 
the building immediately inside the external glazing to pre- 
vent radiated heat from penetrating into the office areas, thus 
reducing air-conditioning costs and providing increased com- 
fort. 

Instead of air blowing down from the ceilings as in most 
buildings, the air-conditioning in the new building comes up 
from the floor through outlets set into the floor panels. A net- 
work of connections throughout each floor void means that 
outlets can be moved at will just by lifting a floor panel — again 
giving maximum flexibility. 


Changing Layouts 


A main feature of the building is the flexibility of possible lay- 
outs. This is aimed at enabling it to accommodate the Bank's 
changing needs well into the 21st century. Unlike most build- 
ings the layout dictates the positioning of the service outlets, 
rather than the other way round as is too often the case. A 
further benefit is that the layout can subsequently be changed 
without major alterations and with minimal disruption and cost. 

De-mountable partitions, which lock into the ceiling and 





The Bank at work: dealing room, oreta 


floor, are used to separate working spaces. Central cellular of- 
fices are glazed on either the north or south wall and fitted with 
perforated blinds. Again, flexibility of layout to meet new de- 
ployments of staff and functions is provided. 

To break up the open-plan areas, acoustic or visual screens 
have been used where there are high noise levels or where 
there is a need for visual privacy, such as areas where staff 
handle work of a confidential nature. The screens have, how- 
ever, been kept as low as possible so as to maintain an open 
view. 


Floor Sockets 


And so time wasted trying to find a suitable power outlet has 
become an irritation of the past. The air-conditioning, power, 
telephone and telecommunications outlets for typical working 
areas are set in the special floor sockets. The four-foot square 
panels can be separately lifted, rotated or replaced — permit- 
ting an almost infinite number of feasible floor layouts for ser- 
vices and air-conditioning — and thus permitting almost every 
office layout conceivable. 

Each service outlet has the capacity for seven types of sup- 
ply, but to begin with, the standard configuration at each desk is 
for two data, two power and two tele- 
phone connections, with one spare. 
This can be changed by lifting the re- 
levant panel and adding or subtracting 
new equipment as required. Power is 
available at each desk top, and cables 
for this and the other services are accom- 
modated within a cable management 
system contained in desk-legs. This 
system avoids the tangled mass of wir- 
ing so often seén in present-day offices 
which is both dangerous and unsightly. 

The connections in the special 
boxes are divided into segments. On 
lifting a hinged power outlet, one can 
look into a box made up of triangular 
segments looking rather like a cake 
which has been cut into slices. It is pos- 
sible to remove or replace any segment 
as required, and in the boxes there are 
also blank segments to facilitate new or 
extra equipment. Cables from the outlets to the equipment are 
contained in a "snake-like" sleeve giving easy access but avoid- 
ing an untidy mass of wires. 


Freer Areas 


As already noted, the services in the new building are “out- 
board, " on two sides of the building. This, in addition to other 
benefits, has allowed greater freedom of design for such fea- 
tures as the Banking Hall with its 160 feet-high atrium and the 
large uninterrupted office floor areas on each level. 

Flexibility is also carried through to the design of the ceilings 
on each floor with lights, sprinklers, fire detectors, alarms and a 
public address system contained behind ceiling panels. Light- 
ing is a mixture of fluorescent tubes and halygon spotlights. 
Each light-fitting has capacity for two fluorescent tubes, de- 
pending on the floor layout and the required lighting level. In 
certain areas where there is a need for higher lighting levels, 
halygon spotlights can be used giving complete flexibility at 
each work station. The fire detectors, alarms and public address 
system are all contained within canisters of the same shape and 
design, with access gained by just lifting down a ceiling panel. 

It is dangerous ever to say: "Well, | think I've thought of 
everything. " But there are times when one can say, with some 
justification: "I have studied the mistakes of the past, and have 
tied down most of the future probabilities, short of the suspen- 
sion of the Law of Gravity. " This is one of those times and one 
of those buildings. ẹ 
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THE HONGKONGBANK GROUPS CHINA CONNECTIONS 


Fo many years, the main business 
of HongkongBank was with and 
within China. Overseas companies 
trading with China needed banking 
services, and the Chinese government 
came to HongkongBank for loans. For 
instance, in 1874 the Imperial Chinese 
Government asked the Bank to float 
the country’s first public loan. 

The Bank continued to prosper in 
China — by the late 1920s it was the 
largest foreign bank in the country, and 
its foreign exchange dealings out of 
Shanghai were greater than those of all 
other foreign banks combined. From 
1949 onwards the number of the 
Bank’s branches in The People’s Re- 
public of China was reduced progres- 
sively, until only one was left in Shang- 
hai, 

It is a measure of the Bank’s special 
status in China that this branch has al- 
ways been permitted to remain open and conduct business in 
Shanghai, even through the troubled period of the Cultural 
Revolution in the late 1960s. Political changes inside China in 
the late 1970s opened the way for the Bank to revive its com- 
mercial presence there. 

As attitudes changed, the Bank opened a liaison office in 
Guangzhou (Canton) during the 1979 sessions of the 
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Shenzhen branch ocr Bank Chairman Michael Sandberg 
and the Mayor of Shenzhen Li Hou cut the ribbon. 


Guangzhou Trade Fair, and in its Hongkong headquarters a 
special office was set up to coordinate the activities of Hong- 
kongBank in China. Over the next five years another four of- 
fices were added — Beijing, Shenzhen, Wuhan and Xiamen 
— to give HongkongBank the widest representation of any 
foreign bank in China. Today that position has been 
strengthened further by the granting of permission in August 
1985 to upgrade the Shenzhen office to a full bank branch, 
the first new foreign bank branch office to be opened since the 
founding of the People's Republic. HongkongBank is there- 
fore able to offer a uniquely wide range of banking services 
keyed to China's special development needs. 

The Bank has been instrumental in arranging more than 
200 projects inside China, including the building of new 
hotels, aircraft and shipping finance, the re-equipping of fac- 
tories, and the modernisation of farms. Through a network of 
more than 400 offices in Hongkong, it continues to finance a 
significant proportion of the 20% of China's total interna- 
tional trade which is channelled through Hongkong each 
year. HongkongBank's China-related services now include: 
l. advice on, evaluation of and provision of finance for, 
China-based projects of all types; 

2. provision of trade finance facilities, practical assistance 
with China trading problems, advice on market conditions, 
trade practices and documentation, immediate introductions 
to Chinese trading corporations; 

3. information on new trade and investment projects through 
the monthly newsletter Business Opportunities in China and 
follow-up assistance, and opinions on Chinese companies; 
4. publications on Chinese economic conditions and busi- 
ness trends; statistical reviews, industrial surveys, briefings 
and presentations prepared for companies or visiting mis- 
sions. 

To provide even greater flexibility of service to clients, a 
new subsidiary, HongkongBank China Services Limited, has 
been formed and for greater convenience specialist advice on 
China is now available locally in London and from the newly- 
created China Desks in Singapore and New York, which work 
in close liaison with Area Office China in Hongkong. As China 
re-opens her doors to the outside world, the HongkongBank 
group is once more uniquely placed to assist in all areas of 
China trade and investment. 
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HongkongBank's 
International 
Network 


By Alan Chalkley 
T he new International Headquarters of the Hongkong and 
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Shanghai Banking Corporation are designed to serve the 
exacting demands of running a worldwide group in the 
era of instant communications. 


Over 1,200 Offices 


To judge the magnitude of the problem for HongkongBank, 
one must recall that it has more than 1,200 offices in 55 coun- 
tries (and since this writing 
has even more). It has sub- 
sidiaries in the Middle East, 
the United States, Canada, 
Britain and Australia as well 
as in Hongkong; and other 
bank entities in Cyprus, 
Egypt, Saudi Arabia, 
Bahamas, China, Republic 
of Korea and the State of 
Texas. 

Merchant and invest- 
ment banking and manage- 
ment subsidiaries are estab- 
lished in 13 places, reading 
like a variety store of finan- 
cial markets: London, New 
York, Melbourne, Sydney, 
Auckland, Seoul, Kuala 
Lumpur, Singapore, Nico- 
sia, Dubai, Nassau, Port 
Moresby and Bandar Seri 
Begawan, with other offices 
covering India. 

Insurance subsidiaries 
are in Jeddah, Dubai, Syd- 
ney, Singapore, Londonand 
Hongkong. Leasing, ship- 
ping services, stockbroking, 
retirement services, data 
services and management 
consultancy complete the 
tally of subsidiaries, stretch- 
ing from New York and the 


Cayman Islands to Jakarta 
and China. 


Communication 
links 

An advanced communi- 
cations system links them 
all. The total office network is patterned round the world as fol- 
lows: about 600 are in the Asia-Pacific region, 380 in the 
Americas, 165 in the Middle East, and 70 in the United King- 
dom and Europe. 

On security markets, HongkongBank has a global reach, 
being a major dealer in government securities in London and 
New York, a market maker in international bonds and, through 
its James Capel subsidiary, a full-service equity house. And — 
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Clockwise from top left: The Bank's offices in Kuala Lumpur, 
New York, London and the United Arab Emirates. 





being an Asian institution, what else? — it plays an active role in 
the gold market. 


A Multi-Cultural History 


HongkongBank has always been international from its ear- 
liest days. Despite its British cultural orientation over many de- 
cades HongkongBank is multi-cultural at heart. Its history is re- 
plete with compradores and shroffs. Its clients have been trad- 
ers from Manchuria round to Morocco and beyond. No 
stronger supporters of the Bank are there than Hongkong's 
own durable Indian community. The Chinatowns of the world 
have long been, and are still, in its scattered parish. 

And even today, many of the post-1949 Chinese manufac- 
turing, property, construction and trading companies which 
have become powerful in Hongkong look back to when the 
Bank backed them unstintingly. HongkongBank finance runs 
like a leitmotiv under the incredible history of Hongkong s 
global foreign trade development since those desperate post- 
war days. 

At its foundation, the Bank was designed for foreign trade 
and payments. In many 
Asian countries, the Bank 
was responsible for intro- 
ducing the very concept of 
banking in the Western 
style (such as in Japan in 
1866). lt opened the first 
bank in Siam and printed 
the first Siamese bank- 
notes. In a dozen countries, 
it was the first British bank 
ever to set up shop. For 
many an early central bank 
and budding corporation, it 
has been as much mentor 
as banker. 


Mentor in 
Electronics 


In very recent years, it 
has also been a mentor and 
collaborator in the adop- 
tion of electronic banking. 
The acronyms pile up at 
this point — the Bank intro- 
duced CHATS (Clearing 
House Automated Transfer 
System) in Hongkong and 
SHIFT (System for Handl- 
ing Interbank Transfers) in 
Singapore. ATMs (Auto- 
mated Teller Machines) 
were introduced in Hong- 
kong, Malaysia and the 
Middle East. And now there 
are EPSCO (Electronic 
Payments Services Com- 
pany) developing stand- 
ardised systems for pay- 
ments and EFTPOS (Elec- 
tronic Fund Transfer Point 
of Sale) to make retail transactions an instant debit affair. 

In all of these, the Bank has been at the leading edge of 
development not only on its home ground, but abroad. It has 
recently been the first bank in India to computerise, for in- 
stance. And now, with the opening up of China to modernisa- 
tion, the Bank, with its long links with the country, has em- 
barked on branch development with electronic services as part 
of the package. @ 
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due in no small way to the territory's 
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allow instant and unlimited access to the world, 
more economically than anywhere in Asia 
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Meet us at any level 


12S PRU YAT <r ete 

With our extensive international experience in office furnishing 
projects, we can meet your requirements at any level. E 

That's why we are very proud in offering our congratulations to the 
Hongkong Bank on the opening of their Head- 
quarters. 

The Hongkong Bank chose Ahrend to 
advise, supply and install the office furniture for 
this significant new building. They selected our 
Mehes Plus furniture. Recent seating and Mawi 
mobile archive racking-systems. 

Because in this acclaimed building only the 
best was good enough fora total visual and func- 
tional environment. 

Ahrend has all the know-how and expe- 
rience needed at every stage; from initial office planning and space alloca- 
tion layouts to the final design and installation. 

All essential factors in Ahrend’s capability in the office project market. 


an enc 


office design of the twentyfirst century 





Head office: Ahrend Group NV, PO Box 70,1000 AB AMSTERDAM, The Netherlands, Tel. (31) 20262248, Telex 14318 
Hong Kong: Fraser Simpson & Co. Ltd.. 4th floor. Hoseinee House. 69 Wvndham Street Hano Kano Tal /8821&.2199221. Talas 79140 CINAAD HIV 






POLITICS 


Ferdinand and Imelda: speculation about life after the ‘New Society.’ 


The man of destiny 


The Philippines After Marcos by R. J. May and Francisco Nemenzo (Eds.). 


Croom Heim, London. A$44.95 (US$32). 


eldom does à book seem more 

timely, its cover cartoon showing 
Ferdinand and Imelda Marcos perched 
on lavish thrones in a collapsing 
Malacanang Palace, symbol of their fall- 
en empire. But despite its topical ap- 
pearance, the volume was not rushed 
into print to coincide with recent events 
in the Philippines. The “quickie” book 
industry is not yet capable of such mira- 
cles. 

Instead this is a collection of 13 
papers presented to a conference in 
Canberra in late 1983 by Filipinist scho- 
lars from Australia, the Philippines and 
North America. Included in their ranks 
are the editors, Ron May of the Austra- 
lian National University (ANU) and 
Francisco Nemenzo, then at the ANU 
and now back at the University. of the 
Philippines; former senator Jose 
Diokno; professors Sisira Jayasuriya 
and Felipe Miranda from Manila, and 
Alfred McCoy who broke the story 
about Marcos’ phoney war record, a 
factor in the former president's demise. 

The book's main problem — apart 
from its price being absurdly high for 
240 word-processed pages which lack a 
single photograph — is that it was "put 
to bed" well before Marcos yielded to 
US pressure and announced the elec- 
tion which he rigged so clumsily as to 
lose the respect of almost everyone. But 
no doubt we will see many books on the 
fall of the house of Marcos, and this 
forerunner provides an unusual per- 
spective. 

Contributors posited various 
scenarios which could have led to Mar- 
cos’ fall and, based on them, speculated 
about life after the “New Society.” Most 
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are gloomy, predicting a strong military 
presence in government, often from the 
“unreformed” end of the army. The 
worst-case scenario is a regime headed 
by Gen. Fabian Ver and Mrs Marcos. 

Lacking a crystal ball, no one pre- 
dicted the emergence of Corazon 
Aquino, her initially shaky alliance with 
Salvador Laurel, the turn-around of the 
armed forces, notably Defence Minister 
Juan Ponce Enrile, or Marcos’ flight to 
exile, which resembled that of Jean- 
Claude ‘Baby Doc’ Duvalier a few 
weeks earlier. It was generally thought 
that he would die of his degenerative 
kidney disease. 

Perhaps the best pundit was Diokno, 
who raised the idea of a “transitional 
government” which would “scrap all 
laws . . . that impair constitutional free- 
doms — particularly the rights of 
labour; scrap all decrees that grant spe- 
cial privileges to the cronies and rela- 
tives of Mr and Mrs Marcos; restore full 
freedom of the press, the independence 
and integrity of the judiciary; conduct 
an impartial probe into the assassination 
of Senator Aquino; redress the more 
immediate problems of our Muslim and 
highland brothers; seek a restructuring 
of and better terms for existing foreign 
loans.” 


— euman such matters will rank 
high in the priorities of the new gov- 
ernment, 

Most authors date the beginning of 
the end of Marcos to 21 August 1983 
when, in the words of Diokno, “an as- 
sassin’s bullet shattered the skull of Sen- 
ator Benigno S. Aquino." One notes 
that despite the inquiries into the kill- 





ing, “the overwhelming fact was that 
most Filipinos believed that their presi- 
dent was responsible for the shooting of 
his major rival." It is pointed out how 
Aquino's death at Manila airport, after 
his return from exile in the US, was seen 


by many to parallel the martyrdom of - 


the national hero, Jose Rizal, executed 
by the Spanish in 1896. 

Aquino's prior lack of concern for 
such an end only enhanced his posthum- 


ous reputation. When he left for the US _ 
he promised, in an echo of Gen. Doug- — 


las MacArthur, to return to “be home 


with our people and suffer with them." — 


As for the risk in coming home, he said: 
"I would rather die a glorious death 
than be killed by a Boston taxicab." 

Other aspects of his past are perhaps 
less heroic. “He was a . . . member of 
the political oligarchy that was nurtured 
under the American regime. Ninoy 
himself is said to have had connections 
with the CIA . . . His wife, Cory, is the 
first cousin of a crony from the Marcos 
camp and some have speculated that he 
was returning in order to bolster the fac- 
tion to which he was connected by kin- 
ship,” one author said. 

Be that as it may, he seemed an angel 
next to Marcos and was lucky that the 
latter had not eliminated him years ear- 
lier. In 1955, Aquino became the coun- 
try’s youngest elected mayor and in 
1967 its youngest senator. “Thereaf- 
ter,” notes Prof. David Wurfel, “he was 
generally believed to be the prime con- 
tender for the presidency in 1973." But 
in 1971, on the same date as his eventual 
death, a bomb exploded on an election 
platform in Manila, killing some of 
Aquino’s party members but missing 
the senator, who was late in arriving. 
The crime was never officially solved, 
though Marcos, who blamed it on “the 
communists,” was widely held responsi- 
ble. After martial law was declared in 
1972, Aquino was one of the first ar- 
rested, remaining in custody for over 
seven years, 

In 1978, Aquino was allowed to be- 
come a candidate for parliament from 
jail, Marcos’ apparent aim being to de- 
flate his younger rival's charismatic ap- 
peal by the experience of failure: he had 
never before lost an election. But in an 
irony repeated this year through the 

rson of Aquino’s widow, Cory, “the 

raud needed to insure his defeat was so 
obvious that the incident probably 
backfired on Marcos.” 


Nemenzo's chapter provides useful - 


information about the Left opposition, 
conspicuously silent through the over- 
throw of Marcos, yet the not-so-secret 
bogey of the traditional opposition, 
which includes the new government, 
and of the US whose bases in the Philip- 


K 


pines are its largest installations any- | 


where outside home soil. 
According to Nemenzo, it was fear 


— 


of the Left which caused Marcos’ mod- 
erate opponents to sit back when he de- 
clared martial law. “When Marcos him- 
self was uncertain of his control, they 
could have led the mass resistance. 
They had the financial capability, the 
political machinery and, above all, the 
aura of legitimacy. But they wavered . . . 
The most plausible explanation for de- 
fault was a deep-seated fear that the 
masses, once aroused and accustomed 
to extra-legal modes of struggle, would 
eventually assail the social system of 
which they [the elite] are a privileged 
part . . . Marcos capitalised on their ap- 
prehension." 

Nemenzo, who has had much con- 
tact with the Left over the years, pro- 
vides a detailed analysis of its groupings 
and strength, concluding that the Com- 
munist Party of the Philippines "will 
play a critical role in the post-Marcos 
rearrangement because it has the ut- 
most capacity to destabilise the success- 
or regime." 


sedent the conditions exist for 
communist gains. For instance, over 
half the country's rural families are 
below the poverty line while, as one au- 
thor observes, "it is likely that for the 
urban poor very little will change, and 
that social unrest in Manila's shanty 
towns will continue.” 
Among some of the more pessimistic 
statements are the following: 
» There is a “chasm between large- 
landed elites and tenant farmers." 
> “Whatever course of action is 
adopted . . . the immediate prospects 
for the economy are not bright." 
> There is "little doubt that a post-Mar- 
cos regime of any description will face 
roblems in the southern Philippines 
with Muslims]." 
» "An elitist-military-technocratic suc- 
cessor regime is unlikely to change the 
situation of tribal Filipinos significantly 
[except perhaps by increasing repres- 
sion] and a more liberal regime can only 
meet the demands . . . at some cost to 
economic development . . . which in the 
pem economic climate no regime is 
ikely to accept with enthusiasm." 
» "Unless the US will commit as much 
economic aid as it did in 1950 [an un- 
likely prospect in this epoch of global re- 
cession], the newly elected government 
will have to keep wages down and en- 
force a severe austerity programme... 
Once the euphoria of Marcos’ downfall 
wears out, there will be a resurgence of 
industrial strikes. The students will re- 
turn to the streets . . . The contradic- 
tions of 1970-72 will resurface, perhaps 
in more vicious forms. These will be the 
cues for the New People's Army to re- 
sume the armed struggle. The politi- 
cised military officers will also find their 
backstop role increasingly intolerable. 
Then another Marcos, a new 'man of 
destiny' will come forward to snatch the 
republic from the brink of disaster." 
— Robin Osborne 


Hl 





LAW 


A nasty, shaggy dingo 
Evil Angels by John Bryson, Viking. £12.95 (US$19.70). 


he news that Lindy Chamberlain had been released from jail on 7 February 
this year, pending a new inquiry into her daughter's deat too late to 
be included in lawyer John Bryson's Evil Angels — an account of the Azaria 
affair. But his book may well have helped to influence that decision which was 








implemented after the discovery of a baby's jacket near Rock. Lindy 
Chamberlain had always maintained that Azaria was wearin et on the 
night of 17 August 1980 when she claimed that a dingo had the baby 
from the family tent and carried her off into the desert. — 

Since then the scandal has had all the elements of a shaggy dog story. An in- 





quest endorsed Chamberlain's version of events but the coroner's verdict was 
overturned in a second inquest. Lindy Chamberlain was su b t 
to trial for murder, found guilty and given the mandatory sentence of life im- 
prisonment with hard labour. Her husband's sentence of 18 months as an ac- 
cessory was suspended *'in the interests of justice." : 






Lindy lost two appeals but not her dogged determination to prove her inno- 
cence. Support for her has continued to grow, though a ur. eg that 
slightly more than half the Australian public still believe her guilty. Many 


will be further hardened by the news that she has agreed to give the Packer 
media group exclusive interviews for A$250,000 (US$178,500). What more, 
one wonders, can there be to say? Her success will depend on whether she can 


Lindy Chamberlain and her husband: tríal by media-madness. 





moderate the violent feelings everyone seems to have about the case, and a 
new inquiry will need to produce totally convincing arguments in her favour. 
This book is a detailed study of the cause celebre. More than a documen- 
tary, it combines fact with reconstructed dialogue and suppositions of the prin- 
cipal participants' inner thoughts. Written in a lucid manner, the intricacies of 
courtroom strategies are made comprehensible to the layman. The book also 
exposes the media-madness which ensured that Lindy would not get a fair 
trial. For example it was rumoured that the baby's blood-stained garments 
were found neatly folded and wedged between two rocks; by the time this fab- 
rication was ex d many had come to discount the 0 explanation, 
understandably incredulous of the creature's apparent dexterity. 

A more worrying feature of the account is the inexplicable prejudice of or- 
dinary people. No one condones maternal infanticide but this hardly excuses 
frenzied pre-trial condemnation or the appalling bad taste of the young ladies 
who posed before the court-house sporting T-shirts emblazoned with “The 
Dingo is Innocent.” Bryson suggests suspicion of the Chamberlains’ religious 
beliefs (Seventh Day Adventists) — which accounted for their remarkable 
composure and fatalistic resignation — may have been the main cause. 

If Lindy Chamberlain is cleared, and after reading Evil Angels it is difficult 
to give credence to her guilt, media men and bigots may learn some humility 
while considering the agony of a mother whose nine-week-old daughter was 
probably devoured by a dingo. The authorities have said that in any event she 
will not go back to prison. Lindy says she will fight until she proves her inno- 
cence. Bryson’s book provides details of the ——— and material that will 
have to be reconsidered in the search for a conclusive verdict. — Ffiona Swabey 





10 APRIL 1986 e FAR EASTERN ECONOMIC REVIE 






















| (om rectors of The Hong one and Sha: anghai Hotels. Limited d that the audited 
dated net profit of the Group for the year ended December 31, 1985, after providing for taxatio 
and — y interests but before an extraordit inary item, amou! nied A HK$ 66,042,363 (1984 — 
HK$1530 084 861), an increase of 8. 595 i — 
Es YEAR 1985 YEAR 1984 
| HK$ 000 HKS'000 — 
| Turnover 3 = 505,258 | 464838 ^ 
oF "Group Profit a On a E 200,828 — 188,608 
Taxatl on Ui E T l E x kb. Hem a E 5 T 32,426 32,800. 
Group Profit after Taxa ion | 168, —— | 22,808 - 
Mi nority Interests Zoo cae 23423 
"Group Net Profit before Extraordin nary tem = 166,042 153,085 
‘Ext traordinary Item T oe AE | 27.040 — 
Group Net Profit after Extraord ordinary item | 193. 082 : 153.089- 
| Earnings per Share | - ; " Wie ar 9 J $1.68 $155 





At the forthcoming Annua — Meeti ng of members to be held on Monday. May 5; 

"hey propose to recommend payment of a final dividend of 70 cents per s 
interim dividend 
representing a total distribution of HK$98, 6515 








20(1984 — HK$98.6 


: The Register of Members of the C la will be closed from — 
E inclusi ive, and fina 
following the Annual General Me eeting. 





ig Kong. March h 20, 1986 





— the Peninsula Gro p 





1986. 


share which, together with: the 
would make a total of HKS1 per share for the year — — HKS$1 per s ls 


22 to May 5, 198 86. both days 
| dividend warrants will be despatched to shareholders on way 3. , immediately: di 
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Hongkong pledges its assets to problem banks 





By Correspondents 

he Hongkong Government has at 

last clarified its policy over the use of 
the official Exchange Fund to support 
problem banks — and hinted at the size 
of these official reserves relative to the 
banking problems. Answering chal- 
lenges over its growing use of the re- 
serves to prop up ailing banks, it has 
also suggested the possibility of some 
degree of public accountability in the fu- 
ture. 

On the same day that Financial Sec- 
retary Sir John Bremridge issued a 
statement defending the use of Ex- 
change Fund monies to support banks in 
trouble, Commissioner of Banking 
Robert Fell reiterated the government's 
determination to prevent “any form of 
banking collapse" in Hongkong. He 
also declared that the protection of 
bank depositors, not owners, would re- 
main the paramount concern. 

But at the same time he said that gov- 
ernment policy no longer ruled out “or- 
derly liquidations" of banks as an alter- 
native to a permanent rescue. The 
number of Hongkong banks must also 
contract in future, through takeovers 
and mergers. . 

Evehts forced the government to act. 
Fell announced on 27 March the fourth 
government-led banking rescue in less 
than a year — just one day after mem- 
bers of Hongkong's Legislative Council 
(Legco) attacked the secrecy with which 
Bremridge had acted, and questioned 
whether he was even within his constitu- 
tional powers to refinance private-sec- 
tor banks using money from the govern- 
ment's Exchange Fund, a reserve the 
main purpose of which is to stabilise and 

rotect the value of the Hongkong dol- 
ar (REVIEW, 23 Jan. and 6 Mar.). 

Bremridge, whose term as financial 
secretary ends in June, has said that he 
will reply to his critics in Legco on 23 
April. (Legco may discuss, approve or 
reject laws for Hongkong, but has no 
executive powers.) But before that 
Bremridge is expected to make a 
statement on 10 April answering the 
various points raised by Legco mem- 
bers. 

Meanwhile, Bremridge declared in a 
press statement on 1 April that the Ex- 
change Fund Ordinance "gives clear 


. powers to be used when the financial 


secretary considers their use appro- 
priate." He defended the government's 
strategy as being designed to produce 
"minimum risk" in the solution to each 
banking problem. 

Bremridge also disclosed that “if the 


Bring on the reserves 


sum of all the contingent liabilities in- 
curred in maintaining order in the bank- 
ing sector had to be met — which is most 
unlikely — the cost to the Exchange 
Fund would be much less than the 
growth in the surpluses over the past 
four years." Fell pointed out in a brief- 
ing the same day that this means that all 
liabilities — both actual and potential — 
which could arise from problem institu- 
tions already identified, and those 
which might yet come to light in other 
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Bremridge: clear powers. 





institutions — could be met from the 
past four years' growth in the surpluses. 
(Informed sources say that part of this 
growth was derived from the fall in the 
value of the Hongkong dollar prior to its 
linking to the US dollar in 1983.) 


his four-year period covers a series 

of collapses of banking and deposit- 
taking company (DTC) which began 
in 1982, and which has involved the 
government takeover of the Hang 
Lung Bank (HLB) and the Overseas 
Trust Bank (OTB), the extending of of- 
ficial support to the Kah Wah Bank and 
now to the Union Bank, and the failure 
of a clutch of DTCs including Dollar 
Credit and Dominican Finance, 

Fell admitted that the government 
could not foretell how many more local 
banks might vet run into difficulties, but 





claimed that his confidence over the abi 
lity of the reserves to deal with the probe 
lem was based on his commission’s 
knowledge of all liabilities and assetse 
within the Hongkong banking and DTC 
sectors. He declined to quantify the 
size of the fund's surpluses, but saic 
that these “inner reserves" are “verw 
large." 

The banking sector's latest casualty. 
the Union -Bank of Hongkong, has 
been high on Fell's danger list since itse 
1984 accounts received an audit qualifi- 
cation in July last year; its chairman le^ 
for the US in September and six dire. 
tors resigned successively from the 
board. 

Doubtful debts so far identified in 
Union's loan book total about HK$300- 
million (US$38.5 million), much of it to 
Indonesian borrowers, equivalent to 
10% of the HKS3 billion total assets 
shown on the bank's 1984 year-end bal- 
ance-sheet, 

Fell says he believes the bank is sol- 
vent, but suffering from liquidity prob- 
lems following heavy sed erg with- 
drawals in recent months. Fell is not rul- 
ing out the possibility of an orderly 
liquidation of Union Bank but claims 
there are at least two potential buyers 
interested in it. 

Using the wide-ranging powers af- 
forded him under Hongkong's banking 
ordinance, Fell said he was appointing 
local merchant bank Jardine Fleming to 
take over the immediate management 
of Union, and to find a new invest 
willing to acquire the bank and r 
capitalise it. He also said that the Hong- 
kong Government would lend Union as 
much Exchange Fund money as it might 
need to meet its obligations to de- 
positors and creditors. He noted 
that Union has not yet drawn on the 
Exchange Fund lines made available to 
It. 

Union is the 26th largest of Hong- 
kong's 35 locally incorporated banks, 
with 12 branches in the territory. Its par- 
ent company is publicly quoted: Fell 
said the shares would be suspended on 
local stock exchanges until a buver for 
the bank had been found. Auditors 
Coopers and Lybrand qualified Union's 
1984 accounts with a note that they had 
"not been provided with sufficient in- 
formation" to form an opinion on the 
recoverability of HK$265 million of 
loans — an amount equal to 45% of 
Union's HK$590 million stated 1984 
equity. 

The government used Exchange 
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Fund reserves in 1983 to recapitalise the 
collapsed HLB, and again in 1985 to 
take over the OTB and its subsidiary the 
Hongkong Industrial and Commercial 
Bank. And on 22 March, Bremridge 
formally concluded an agreement 
widely reported some weeks previously 
providing for Exchange Fund money to 
be used for guaranteeing the terms on 
which the Ka Wah Bank, having wiped 
out its capital with bad loans to Singa- 
pore and Malaysian borrowers, would 
be taken over by the Peking-controlled 
China International Trust and Invest- 
ment Corp. M wd 

While Citic will spend about HK$350 
million to buy Ka Wah, the Exchange 
Fund is offering a three-year guarantee 
against any more irrecoverable debts 
which may be identified in Ka Wah's 
loan book — a liability which may ex- 
ceed HK$600 million. At least part of 
this guarantee seems certain to be call- 
ed, making it more like a "cash pay- 
ment" than a guarantee, as one senior 
and informed local banker comment- 
ed. 

He also acknowledged a "political 
element" in the deal. The government 
drew its authority to make the guaran- 
tee from Clause 28 of the Public Finance 
Ordinance which enables a public 
guarantee to be given in connection 
with any other ordinance. Fell claimed 
that there was a “mutuality” of interest 
in this agreement rather than Citic hav- 
ing demanded it. 

Because both the size and the trans- 
actions of the Exchange Fund are offi- 
cial secrets, nobody except Bremridge 
and his closest advisers knows exactly 
how much public money has so far been 
committed to propping up Hongkone's 
troubled banks. The government put 
HK$300 million. of new capital into 
HLB; OTB was estimated to have a net 
capital deficiency of at least HK$2 bil- 
lion when it taken into public owner- 
ship. 


eT he money known so far to have 

been spent probably amounts to less 
than 10% of the fund's assets, which can 
be deduced from published data to total 
at least HK$35 billion, and probably 
substantially more. ( The fund is obliged 
to maintain assets equal to at least 105% 
of the Hongkong dollar note issue, cur- 
rently about HK$18 billion, plus the 
debt certificates, currently about 
HK$14 billion, which it issues in return 
for deposits made with it from the gov- 
ernment’s general reserves. ) 

The Exchange Fund is controlled by 
the financial secretary, subject to the 
advice of a four-member committee. 
The present committee is chaired by 
Bremridge, and comprises Monetary 
Affairs Secretary David Nendick, 
Hongkong and Shanghai Banking 
Corp. chairman Michael Sandberg and 
Standard Chartered Bank area general 
manager Bill Brown. 

The unofficial (non-civil servant) 
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members of Legco generally accepted 
with only minor reservations that the 
rescues of HLB and OTB were neces- 
sary to avert large-scale collapses which 
might have threatened not just Hong- 
kong's financial reputation overseas, 
but also its social stability. Many are less 
happy, however, that the Hongkong 
Government should, in the case of Ka 
Wah, effectively be subsidising a com- 
mercial transaction between a privately 
owned bank and a Chinese state corpo- 
ration. 

Martin Lee, a lawyer who is one of 
Legco's few outspoken unofficials, said 
that while some people might think “it 
was very good of China to come to our 
rescue," others were "adamant that the 
administration has brought another 'tri- 
bute’ to China following Tinshuiwai and 
the Daya Bay nuclear plant." (The 
Hongkong Government in 1983 bought 
a Peking-led consortium out of a failed 
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property speculation at Tinshuiwai in 
the New Territories; it also approved an 
electricity purchase agreement which in 
effect finances the cost of constructing a 
nuclear power station across the 
Chinese border at Daya Bay.) 

Lee asked Bremridge to reveal de- 
tails of the Ka Wah Bank agreement, 
and asked why it had not been referred 
to Legco’s finance committee, the job of 
which is to scrutinise items of public ex- 
penditure. In his 1 April statement, 
Bremridge appeared to respond to this 
criticism. He said: “Banking secrecy, 
which is required in every international 
centre and share-price sensitivity of in- 
formation make open debate impossi- 
ble. The exercise of powers cannot 
await a policy debate." Bremridge also 
claimed that quick action "saves both a 
severe potential loss by the fund and, 
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more importantly social and economic 
distress. | 

Lee questioned whether Bremridge | 
was acting within his powers by channel- 1 
ling Exchange Fund money into bank |. 
rescues. Reservations were also ex- |. 
pressed by Lydia Dunn, executive coun- - 
cillor and senior Legco unofficial, who f 
said it was "stretching it a bit to use [the |. 
fund] to bail out depositors in certain fi- | 
nancial institutions." Stephen Cheong, | 
a Legco unofficial who repres K il 
Federation of Hongkong Industries, 
said he found the Ka Wa agreement “in- — 
triguing and puzzling” and said Legeo © 
unofficials could not do their job prop- f 
erly if they were kept “forever in the - 
dark." 


j + 
| 
f 
4 
| 
! 


a? 


* 


W Hongkong law does provide - 
for the financial secretary to put ` 
Exchange Fund money to alternative f 
uses, section eight of the Exchange | 
Fund Ordinance suggests that this could ] 
be done by transferring the money into | 
the government's general-revenue ac- | 
count, and disbursing it from there. | 
Money passing through the general-re- | 
venue account would be a matter of f 
public record; money paid directly out | 
of the Exchange Fund is not. ». 
Fell clarified on 1 April that the part | 
of the Exchange Fund Ordinance the f 
overnment relies on to justify its use of - 
xchange Fund reserves in banking — 
cases lies in Clause 3. This enables the 
financial secretary to use the fund for 
"purposes affecting, either directly or 
indirectly, the exchange value of the 
currency of Hongkong and for other 
purposes incidental thereto." He ar- 
gued that a run on Hongkong's currency | 
precipitated by a bank collapse could in. 
the long run prove far more costly to the — 
Exchange Fund than making support | 
lines available to that bank. 1j 
But Fell at least appears to acknowl- 
edge the need for more accountability 
over the use of the Exchange Fund re- 
serves. He noted that Clause 9 of Hong- 
kong's new Banking Bill requires the 
banking commissioner to make an an- 
nual report to the financial secretary | 
who in turn will initiate a debate in 
Legco. Fell suggested that it might be | 
possible for this debate to precede the — 
annual debate on the government bud- — 
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get. Legco members would then pre- |` 
sumably be able to challenge the use of © 1 
Exchange Fund monies in any particu- | 
lar year to support problem banks. | 
Fell said during his 1 April briefing | 
that the government was sympathetic to 
the idea of a deposit insurance scheme - 
in Hongkong but the big local banks — | 
which would end up paying 80% of the 
premiums because of the incidence of - 
retail deposits — were not. And the idea. 
of an official discount window to pro- - 
vide last-resort finance to banks under 
pressure would fail because there was 
not a sufficient volume of discountable 
aper held by the banking system in 
bonita u 


-a 


| 
I 
X 
i 





» 
be 
EN 
1n 


| 


| 








ECONOMIES 


Lesser national product 


Malaysia suffers its first economic contraction in a decade 


By Nick Seaward in Kuala Lumpur 
Mi saw its gross national pro- 
duct drop last year for the first time 
since 1975. The annual report of Malay- 
sia's central bank, Bank Negara (BN), 
issued on 31 March, revealed that the 
economy suffered a net decline of 2.7% 
in 1985 at current prices, compared with 
1984's gain of 13.5%. The figures are 
the first official indication that the econ- 
omy is contracting as a result of the wor- 
sening slump in the price of Malaysia's 
commodity-based exports, which ac- 
count for more than 50% of GNP. 

BN confirmed falling commodity 
prices were the main cause of the 
decline in national income. Malay- 
sia's terms of trade were reversed last 
year by 5.6%. "Consequently," said 
the report, “even though real output 
GDP] increased by 2.8% in 1985 
7.6% in 1984]. the income earned 
GNP at current prices] from produc- 
ing more goods and services declined 


POLICIES 


. . -` This added up to a M$2.2 billion 
(US$856 million) loss of income to 
M$72.3 billion — borne mainly by 
the agricultural sector, which suffer- 
eda 12.9% drop in export value. 

The report predicts a further 
worsening of the terms of trade 
this year by 15.5%, wiping 
M$7.3 billion off the value of 
Malaysia’s exports. Given an ex- 
ected increase in the price of 
imports due to the strengthening 
yen — and assuming a 3.7% 
growth in real GNP — BN's fig- 
— that a further cut in 
nominal GNP of the order of 8% 
could grip the economy this 
year. 

Last year’s drastic decline in 
income reduced private-sector 
expenditure by 3.3% in real 
terms. But this decline is not 
considered to have reflected the 


Planned unplanning 


Peking puts priority on economic reform despite ‘mistakes’ 


By Louise do Rosario in Hongkong 


U ndaunted by the many problems of 
overheating, unbalanced growth 
and corruption that have surfaced in the 
Chinese economy during the past 12-15 
months, Chinese leaders will continue 
to press ahead with their reform pro- 
grammes. 

The just-released Seventh Five-Year 
Plan (FYP), China’s blueprint for its 
economic development from 1986-90, is 
the latest evidence that reform will re- 
main the dominant theme in the coun- 
try’s drive to modernisation. The sec- 
tions of the plan that are available at the 
time of writing all echo the earlier well- 
known manifesto on reforms, the Deci- 
sion on Reform of the Economic Struc- 
ture, adopted in October 1984 
(REVIEW, | Nov. '84). 

The plan envisions most Chinese en- 
terprises to be economically indepen- 
dent entities responsible for their own 
profits and losses by the end of the five- 
year period. They will continue to be 
given more autonomy, so that they can 
accumulate funds, update their technol- 
ogy and raise overall productivity. 
Other ideas outlined in the Decision, 
such as price reforms and the shift of the 
government's role from one of direct to 
indirect control in various economic 


fronts, are also elaborated in greater de- 
tail in the plan. 

In delivering a 26,000-word report 
on the plan to the 2,700 National Peo- 
ple’s Congress delegates at end-March, 
Premier Zhao Ziyang assured: “We 
must never give way to panic when dif- 
ficulties arise. Still less should we aban- 
don the reform simply because of tem- 
porary setbacks.” Referring apparently 
to recent problems such as a record 
foreign-trade deficit, extraordinary in- 
dustrial growth and widespread corrup- 
tion among cadres, Zhao said: “We 
can hardly avoid all mistakes in our en- 
deavours to carry out reform . . . the re- 
form represents an extensive, profound 
and sustained transformation . . . it will 
take time for people to adapt them- 
selves ideologically to this great 
change." 

The message that "mistakes are in- 
evitable but the reforms must go on" is 
in contrast to the Sixth FYP (1981-85) 
whose basic task was to "readjust, re- 
structure, reorganise and upgrade" the 
economy. The sixth plan set its first 
three years, 1981-83, for economic 
readjustment; reforms were to be car- 
ried out only in the last two years. The 
seventh plan also emphasises consolida- 





full extent of the squeeze on the private 
sector. BN estimates that private, non 
oil sector income fell by 4.3% , or M$2.* 
billion, in 1985. 

The current-account deficit fell in 
1985 from 5% of GNP, or M$3.7 billion 
in 1984, to 3.1%, or M$2 billion. 
Overall, the balance of payments was 
M$3.2 billion in Malaysia's favour in 
1985. boosting net international re- 
serves to M$12.5 billion (equivalent to 
five months’ imports). External debt 
now stands at M$40.2 billion, equiva- 


TERMS OF TRADE TURNAROUND 





Zhao: ‘reforms must go on.’ 


tion of recent rapid growth but lists a 
the same time the maintenance of a cer 
tain level of growth as one of its thre« 
objectives. (The other two are to main 
tain a balance between aggregate supph 
and aggregate demand and to raise th« 
living standard of the people.) 

Investment in capital construction — 
one factor contributing to last year’ 
hypergrowth — is to grow to Rmb 50t 
billion (US$156.3 billion) from 1985-90 
49% more than in the past five years 
Nearly 1,000 projects involving invest 
ment of Rmb 200 billion are to be car 
ried out under the seventh plan. In th« 
readjustment of 1979-81, planned pro 
jects were scaled back or delayed, anc 
investment cut. 

The signal that the seventh plan give: 
to the country's millions of enterprise: 
and cadres is that Peking wants a mod 
erate steady growth for the next five 
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lent to 55.6% of GNP, requiring a debt- 
service ratio of 14%. 

Closer examination of the figures 
suggest that these improvements in the 
balance of payments were achieved 
largely by default. The merchandise ac- 
count's surplus of M$8.6 billion in 1985 
was due to a 7.2% drop in imports. And 
the marked improvement in net exter- 
nal borrowing — down 53.3% to M$2.6 
billion — could be attributed to the 
sharp contraction in the economy and 
cancellation of several large, foreign- 
capital intensive projects, rather than 
an increase in domestic capital forma- 
tion. Gross priva pital formation, 
excluding the energy sector fell a real 
6% and a survey i the bank indicated 
that capital investment slumped by 
33.2% last year. The rate of savings also 
fell sharply, especially in the private sec- 
tor, where the drop was 22%. 

BN noted, with disapproval, lenders' 
tendency to concentrate their portfolios 

jin non-productive, high-risk areas. 
early 45% of new bank lending (total: 
M$66 billion) —— was to the broad 
property sector, while another 3% went 
for share purchases. BN was relieved to 
discover, however, that much of the 
outstanding property debt was end- 
financing for housing. 





TARGETS AND RESULTS 
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ears. The new growth targets set for 
e three most widely used yardsticks of 
China’s economic performance — gross 
values of industrial and agricultural out- 
put (GVIAO), industrial output 
(GVIO) and agricultural output 
(GVAO) — are higher than those for 
the sixth plan’s targets but lower than 
the actual growth during the past five 
years. 





he 6.7% annual growth targeted 
for GVIAO in 1986-90 appears to be 

a compromise between the more aggres- 
sive reformers and conservative plan- 
ners, one analyst suggests. The target is 
higher than the 4% set for the sixth plan 
but lower than the average 11% actual 
increase in 1981-85. GVAO and GVIO 
are set to grow by 4% and 7.5% each 
year respectively, against the actual 
rowth of 8% and 12% for the past 
ive years. Economists believe China 
can easily meet these targets, though ag- 
ricultural growth has its limits as more 
peasants move into industry and the 
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Housing appears to be the one real 
answer that the government has for the 
downturn in the economy. Banks are 
being marshalled to support the scheme 
to build 80,000 low-cost houses a year 
for the next three years. Estimated to 
have the effect of adding two percent- 
age points of growth to real output each 
year, the special low-cost housing 
scheme will financed 75% by the 
banks and 25% by BN, to the extent of 
M3$2 billion. 

With the loans:deposits ratio of com- 
mercial banks rising from 92.7% to 96% 
by end-1985, it is hardly surprising that 
much of BN's efforts last year were 
spent tp Prs keep interest rates from 
soaring. e central bank injected 
M$1.9 billion into the system last year in 
a bid to improve liquidity and on 15 
April, reduced the statutory reserve 
ratio of commercial banks from 5% to 
4% of total eligible liabilities — releas- 
ing a further M$400 million into the sys- 
tem. 

BN's success in reducing interest 
rates has been mixed. The increased 
liquidity — together with the creation in 
September of à M$1 billion "New In- 
vestment Fund" to channel government 
funds through commercial banks into 
agriculture, manufacturing and tourism 


area of arable land con- 
tinues to shrink. Freight 
and energy, targeted to 
grow by 7.5% and 3.6% 
each year respectively, 
will continue to be the 
major constraints to 
development. 

Incomes of peasants 
and workers are target- 
ed to grow 7% and 4%, 
respectively, annually, 
compared to the 13.7% 
and 7% actual increases 
in the past five years, though low pro- 
jections for income increases will pre- 
vent undue expectations. “We should 
remember that the improvement of liv- 
ing standards must be based on the ac- 
tual conditions of our country and on 
the growth of production," Zhao said. 
Peasants will continue to benefit from 
the boom in rural industries and profita- 
ble sideline agricultural production 
while workers, after the 7% projected 
wage increase in 1986, will have to bear 
slower rises. By 1990, an urban resi- 
dent's income is forecast to reach an 
average Rmb 903 while the peasant's 
should be around Rmb 416. 

In foreign trade, the plan forecasts 
total trade volume of US$83 billion in 
1990, of which US$45 billion will be im- 
ports and US$38 billion exports. While 
emphasising the need to promote ex- 
ports, which account for 80% of China's 
foreign-exchange earnings, Zhao noted 
that the shortage of foreign exchange 
will remain a major problem for a lon 
time. Chinese officials have expresse 
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— succeeded in reducing banks’ aver- 
age lending rate by only one percentage 
point, to 12.1%. ‘Kk 
Liquidity in the banking sector is ex- 
pected to come under additional pres- 
sure later this year as a result of BN’sde- | 
cision to bring the statutory-reserve re- 
quirements of merchant banks and fi- | 
nance houses in line with those of com- 
mercial banks. i 
It seems that moral suasion will have | 
to be the major — if not sole — weapon | 
in BN's armoury this year in the battle — 
to keep interest rates low enough to - 
stimulate new investment. Certain | 
statements in the report cast doubt on f. 
whether the bank is prepared to sanc- | 
tion the injection of further substantial | 
funds from the public sector toboostthe | 
economy this year. The government, | 
BN stated several times, remains com- | 
mitted to the reduction of deficits in the 
budget and the current account. 
The government appears to be |. 
achieving this goal. Tight spending con- 
trols by the ministries and the 40 “non- | - 
financial public enterprises" (formerly f 
dubbed "off-budget agencies" by BN) |. 
resulted in a reduction of the overall |. 
financing deficit from 6.4% of GNP in 
1984 to 4.1% in 1985, amounting to M$3 
billion. o 


particular concern over the fall in oil 
prices, claiming it will cost China more 
than US$200 million in revenue for every | 
USS1 fall in the price of a barrel. Oil ac- _ 
counts for a quarter of China's exports. 
Analysts * that all these target 
figures are at best broad indicators of 
which directions Peking wants China's | 
economy to go in the coming years. is 
Development in recent years rarely fol- | _ 
lowed the guidelines and targets set 
under such government plans. It will be 
more so in the future as decentralisation | 
continues and an increasing share of the 
economy falls outside the state's control. 
The seventh plan, however, isproba- | - 
bly the best-researched of its kind for | - 
China. Xinhua newsagency said the |. 
drafting of the plan began in 1983 under | 
the direction of the party's secretariat 
and the State Council. By the time the 
pers embryonic shape was made pues d 
ic at the party conference held last Sep- | | 
tember, it was already the eighth draft. | 
The seventh plan is also the first FYP 
to be submitted to the national congress 
in its first year of implementation. Most. 
FYPs in the past were made public as ` 
late as halfway through the periods a 
covered by the plans. T] 
The new plan also replaces the vague | 
reference to “socialist modernisation" f 
of the sixth plan with “a socialist com- | 
modity economy based on public own- 
ership.” “[We want] a socialist econo- | 
mic structure with Chinese characteris- | 
tics that is unlike the ossified or semi- | 
ossified model of the past and funda- | 
mentally different from the capitalist | 
models." said Zhao. "Tl 
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— ByLiz Carver in Hongkong 


| 

Ng A urban area is forming on the 

I es Pearl River delta capable of becom- 

| inga financial and manufacturing centre 
with a growth rate which could be 

. among Asia’s highest, and has the po- 


| a 

T 

|  tential to fuel China's trade and industry 
i] 

| 


t^ 
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well into the 21st century. Stretching 

from what are now the territories of 
| Hongkong and Macau to Canton will, in 
| the view of many economists and busi- 
(m nessmen, be a single great megalopolis, 
| sharing commerce, banking, energy, 
| transport and communications links — 
} many of which already exist. 
| Travel between Hongkong and 
E- is 
| much of southern China, particularly 
| the Shenzhen Special Economic Zone 
| (SEZ), is becoming easier all the time, 
| both in terms of increased transport 
| links and the easing border procedures. 
| Private companies in Hongkong, and 
| government planners around the delta, 
| now tend to think of the area as a single 


| economic region. 
— A Hongkong manufacturers, long con- 
| strained by high land costs and.a short- 
| age of workers, now benefit from cheap 
| land and a plentiful labour force in 
| - Guangdong province — and what 
| amounts to an expanded domestic mar- 
| ket. The delta towns trade with the 
_ world via Hongkong's harbour, a deep- 
| water port unmatched in China. And 
|. they are more prosperous, and are mod- 
| ernising faster than most of China, 
| aided by Hongkong's expertise in fi- 
| nance, marketing and communications 
| —and its cash. 
| The economy of Shenzhen, in parti- 
| cular, is becoming more like that of 
| Hongkong than of the rest of China — 
| Oriented towards trade, property and 
| service industries such as tourism — 
| though that is not how things were sup- 
|. posed to turn out. The SEZ was meant 
| to be a centre for "light, small, precise 
and new" industry and the driving wheel 
X for China's technological modernisa- 
—tion. Instead, as a Chinese economist 
- pointed out in Peking's Jingji Ribao 
- (Economic Daily), Shenzhen has de- 
. rived its prosperity from ". . . reliance 
| On trade, accumulating funds through 
| commodity transactions and foreign-ex- 
| change circulation.” It has become a 
| new entrepôt zone, straddling the 
| Chinese hinterland and Hongkong. 

— Shenzhenisstillexpectedto look out- 
= ward economically through Hongkong: 

a comment in a Peking newspaper urged 
_ the SEZ and Hongkong to “develop to- 

gether and thus fore an international 
| trade centre on an even larger scale." 
| Shenzhen is also frequently reminded 


i 


| that the Chinese hinterland gave it the 
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| Me kings of a megalopolis 


- China's Pearl River delta region is fast turning into a new city 


support to grow, that its role is to help 
China modernise, and that it owes the 
hinterland a share of the benefits of its 
unique proximity to Hongkong. 
Chinese officials, however, have also 
begun to acknowledge the obvious in- 
fluence of Hongkong. saying that Shen- 
zhen "may have Hongkong's help in de- 
veloping into an international business 
and trading centre,” and admitting that 
“conditions will exist for having foreign 
trade act as an ‘accelerator’ for the 
development" of the SEZ's economy. 
China has termed the delta “a multi- 
tier economical open area,” but it stops 
short of including Hongkong and 
Macau in the region, saving that the 
delta “is a bridge between the interior" 


Shenzhen apartments: a new luxury. 


and the two territories. Although it has 
been suggested within China that the 
entire delta be treated as one zone for 
planning purposes, says economist 
Thomas Chan of Hongkong University, 
"Chinese officials have been reluctant 
to say this." 

Instead, newspapers speak of *a new 
developmental phase" in Hongkong- 
Shenzhen relations after 1997 (when 
China resumes sovereignty over Hong- 
kong), at which time the two will effect a 
division of work “and share common 
prosperity." But Hongkong's money is 
already percolating north, raising Shen- 
zhen's (and Guangdong's) standard of 
living above most of China, and bring- 
ing vitality to tiny, poor villages as 
manufacturers open factories in their 
home towns. 

Private estimates suggest that Hong- 
kong residents may have invested more 
than US$1 billion in Guangdong within 
the past 15-18 months alone, as well as 
making large charitable contributions. 
(Money is flowing the other way as well: 
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a Bank of China official was quoted in 
the Chinese press in November as say- 
ing that more than HK$9 billion 
[US$1.2 billion] had been allocated by 
the group in 1985 alone to support 
Hongkong-China trade, mainland con- 
struction projects and mainland organi- 
sations in Hongkong.) 

International market forces, which 
Hongkong knows so well, now buffet 
the delta. When the US country-of-ori- 
gin rules hit the Hongkong textile indus- 
try in 1985, industry sources estimated 
that perhaps half the workers in Hong- 
kong firms' China-processing plants 
were laid off or worked fewer hours. 

The signs of rapid development and 
change are readily apparent. 
Guangdong is rapidly becoming more 
urbanised, and farm land is disappear- 
ing so fast that Chinese authorities have 
become alarmed, says Chan. Hong- 
kong's New Territories (once a largely 
rural region whimsically dubbed “The 
Land Between” by the Hongkong 
Tourist Association) is developing 
rapidly with the construction of new 
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towns, roads and a light-rail system; 

Shenzhen has recently experienced — 
its first property bust. Hongkong news- 
papers have reported price declines of 
some 20% during 1985, and residential 
and commercial premises may be less 
than half occupied. But that Shenzhen 
can have enough of a property market 
for it to collapse is largely Hongkong’s 
doing. Compatriots (Hongkong 
Chinese) have been the biggest foreign 
investors in Shenzhen, with a prefer- 
ence for property, says Chan. Some 
were speculators, who turned to the 
zone when the Hongkong market col- 
lapsed in 1983. 


thers were industrialists, whose 

move north helped them to main- 
tain an edge in cut-throat world markets 
— just as many analysts credit cheap 
food supplies from China for keeping 
living, and thus labour, and thus pro- 
duction costs low when Hongkong's ex- 
ort industries were getting on their 
eet. Hongkong has come to depend 












heavily upon the SEZs and towns of 
Guangdong province for what amounts 
to subsidised production costs. 

Processing has become a significant 
but unquantified part of China-Hong- 
kong trade, accounting for some of its 
spectacular growth in recent years. So 
much of Hongkong’s work has been 
transferred to China that sources in the 
territory estimate that as much as 40- 
50% of Hongkong’s exports (in value 
terms) to China may eventually return 
as finished or nearly finished goods. 
These movements are thought to be dis- 
torting trade figures on both sides, since 
the same goods in different states of 
production are being counted more 
than once. b 1 

There is greater movement of peo- 
ple, money and goods within the region 
than has been seen in decades, and the 
infrastructure is under increasing strain: 
» Inthe early 1980s, there was just one 
Shenzhen-Hongkong vehicle border 
crossing. A second opened in early 
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1985; a third is being built. Meanwhile, 
work on the long-planned Rmb 2.1 bil- 
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lion (US$656.3 million), 240-km Shen- 
then-Canton highway is expected to 
"start this year. 

» Dozens of jetfoils, hovercraft, trains, 
lanes and buses shuttle between Hong- 
ong, Macau and southern China daily, 

bringing 33.9 million tourists and busi- 

ness visitors to Guangdong in 1985 — 

40% more than in 1984. 

» Hongkong newspapers have report- 

ed that the SEZ is considering a system 

under which Hongkong residents could 
insert their ID cards into a computer- 
controlled turnstile at the border. At 

the same time, Hongkong's illegal im- 

migration problem is now shared by 

Shenzhen: some 30,000 people were re- 

cently reported to be living illegally in 

the zone, drawn by high wages. 

» Crowded roads, a fact of life in Hong- 

kong, áre now such a problem in Canton 

that the city (said to have the highest 
vehicle population in China) is reported 
to be considering the construction of an 
underground railway line. Guangdong 
province as a whole expects to have 
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10,000 km of first- and second-grade 
roads by 1990, out of an estimated 
32,000 km nationwide. 
> Airports are handling record num- 
bers of travellers. Guangdong's air-pas- 
senger volume rose 82.5% in 1984, 
against 42.4% nationwide. Canton's 
airport — already operating near capa- 
city and serving more outbound passen- 
gers than Peking — needs to expand. 
Hongkong's Kaitak airport may reach 
capacity by the early 1990s, which has 
iven impetus to the Shenzhen and 
huhai SEZs to build their own air- 
ports, both of which are projected to be 
ready sometime in the late 1980s. 
» There has been a huge rise in Hong- 
kong-China commercial disputes, esti- 
mated at some 200 a year now, up from 
a handful in the 1970s. Under an agree- 
ment still to be formalised, courts on 
both sides would be obliged to serve 
each other's documents. 
> A 1,000-km microwave-communica- 
tion system (built by a joint venture of 
Guangdong's Post and Telecommunica- 
tions Bureau and Cable and Wireless 





[Hongkong]) opened in March, stretch- 
ing from Hainan Island eastward across 
Guangdong. The system is already con- 
nected to Hongkong: a l5-km line 
is to connect Macau this year. 
Guangdong is already better served 
than most areas of China, with the high- 
est percentage of rural telephone users, 
but it desperately needs more facilities: 
its long-distance calls rose 68% in 1984 
against a national average of 18.9%. 

» Energy cooperation is increasing. 
Hongkong will be the prime user of the 
Daya Bay nuclear plant, to be built in 
Guangdong, where the population is 
less dense and the land costs lower. 
Meanwhile, the province — which al- 
most doubled its installed power-gener- 
ation capacity from 1978-84 and more 
than doubled its output — still must im- 
pose regular blackouts on factories, and 
continues to import large amounts of oil 
products from Hongkong. Guangdong 
would like to buy more electricity from 
Hongkong, if it can afford it, especially 
for Shenzhen and perhaps for Canton. 
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» Hongkong's media, especially broad- 
casting, have become increasingly 
popular and influential in Guangdong, 
notes Hongkong University geographer 
Victor Sit: "We are socialising them, 
unintentionally and unnoticeably.” 

The closer to Hongkong, the higher 


the income. While the national average | 


was Rmb 608 in 1984, for Guangdong it 
was Rmb 775, and for Shenzhen, esti- 


- mated at Rmb 1,700. With their rising 
incomes, delta people now find them- - 
selves catered to by China's producers — 
much as Hongkong's consumers have — 
been for years. The province's retail |- 


sales in 1984 were the highest in China, 


and while Chinese statistics are believed 


to understate the case, they indicate 
that Guangdong also had the smallest 
increase in retail prices in 1984. 


T prosperity of southern China is 
reflected in the financial system 
as well. Individuals’ bank savings rose 
47.1% in 1984 in Guangdong, against 
36.1% nationally. And analysts say that 
Chinese domestic-bank branches in 
southern China are already moving 
foreign-currency holdings into Hong- 


kong, where they can earn higher in- — 


terest and operate more freely. 

The Hongkong dollar, meanwhile, 
functions as a de facto regional cur- 
rency, widely used in Macau and the 
SEZs (though for large official pay- 
ments in China, renminbi or US dollars 
are still the rule). Zou Erkang, secret- 
ary-general of the Shenzhen govern- 
ment, told the Hongkong Ching Pao 
early this year that some HK$300 mil- 
lion was circulating in Shenzhen, “and 
the amount on account is much larger.” 
(A Chinese economic adviser some 
months ago estimated that some 20% of 


Hongkong's currency in circulation — _ 


which in January was HK$18.37 billion 
— may be in China.) 

The links between Macau and 
Zhuhai, which once centred on informal 
trading and shared manufacturing, are 
becoming stronger and more sophisti- 
cated as China takes a more active in- 
terest in the tiny enclave — long the 
poor cousin of Hongkong. China re- 
cently upgraded its Nam Kong Co. in 


Macau into a holding company (already . 


the common practice for the major 
Chinese entities in Hongkong). And the 
Zhuhai-based firm, Zhukiang, has en- 
tered into a joint venture with Macau 
authorities to build a new town to house 
some 70-100,000 people. 


But the growing integration of the 
delta economy does not mean that the - 


border will disappear, cautions Sit, for 
very hard-nosed economic reasons. 


“You should not expect that in 20 years, - 
you can buy a flat in Shenzhen and com- — 


mute to Hongkong,” he says. “That 
would upset the biggest part of the local 
economy: the land market.” China, it 
must be recalled, stands to benefit from 
Hongkong's high land-sales revenu 
after 1997. 
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RESULTS AND DIVIDEND 
. « The Group's audited consolidated net profit after tax for 
the year ended 3lst December, 1985, was HK$1,185 million 
compared with HK$1,023 million earned in 1984, an increase of 
16%. Earnings per share were HK$2.17 compared with HK$1.81 
in 1984. In addition, the Group earned extraordinary income of 
HK$369 million (1984 — HK$269 million) resulting mainly 
from the sale of shares in The Cross-Harbour Tunnel Company, 
Limited and Hongkong Electric Holdings Limited and realised 

surpluses from the sale of property. 

Your directors will recommend a final dividend of 70 
| cents per share at the forthcoming annual general meeting. 
T ether with the interim dividend of 35 cents paid on 
gives a total dividend of HK$1.05 for the 
sa 25% increase on the 84 cents paid in 



























ipe of 1984. 


. OVERALL REVIEW 


1985 was an eventful year for Hutchison with the Group 


= Kong. The Group completed the acquisition of a 34% share- 
holding in Hongkong Electric Holdings Limited in February 
-asa long term strategic investment for a total consideration of 
: HK$2,930 million. Qu was subsequently reduced 
. 10 approximately 23% | 
ore Following due notice, the Group redeemed 82,7 million 
- of the 71596 Cumulative Redeemable Participating Preference 
Shares on 31st December, 1985. In October, the Group acquired 
the China Building for a combination of cash and the issue 
of new Hutchison. ordinary shares. This acquisition of < 
| strategically. located. office building in Central Conto: 
C Hutchison's existing portfolio of prime investment properties. 
i ft was also announced in October that Union Faith 
Company Limited; ʻa company owned on a 50:50 basis by the 
Group and Hongkong Electric Holdings Limited, would make 
an offer to acquire all the issued shares of International City 
.. Holdings Limited (ICH) at a cash price of HK$101 for each 
; » ACH share of HK$I. As at 31st December, 1985, holders of 98.7% 
< of the issued ICH shares had accepted Union Faith’s offer. The 
.. remaining sharesare being compulsoril y acquired in accordance 
| - with the provisions of the Companies Ordinance. 
< In general, the Group performed well in 1985 with the 
: exception. of the bulk: carrier Operations and ship repairing 








CHAIRMAN'S 


December, 1985. Whampoa Garden isa HK$4,000. millic. 


: double the Group's existing capa 
making several significant acquisitions and investments in Hong . 


alt of the continuing depressed - 
ements have been completed. 
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since the year end whereby the Group. no longer - has an 
involvement in or exposure to bulk carriét operations; The cos 
of terminating this line of business has. been treated as ar 
extraordinary item in the 1985 accounts. GG 

The residential sector of the property. market idea 
during the year. Our Group has. successfully sold more thani 
3,600 flats in the Whampoa Garden development of which 60 
flats in Site 1 were completed and delivered to the owners 























development project and is due for completion in phases: ove 
the next four years. © ips ma ui 
Hongkong. International - Terminal imited (HIT) dh 
Group's container terminal operator, continues t — Tr 
and handled a record throughput representing 
. 45% of the Kwai Chung: container port 
the year. In view of the inued grow 
pressure on existing faci ilities and 1 
plans, the Group has agreed with Gov 
the construction and operation of. Terminal $a at | Kwa Chung 
| The new 3-berth terminal, due for comp 






HK$2,000 million. Agreement. has: 
whereby the Group will sell Terminal 2 which wil 
to become the sole operator of the new Terminal 6. ere ui 

Profits from the Group's trading and. n operations 
have shown an increase over 1984 in.a very’ competitive- 
market and, in particular, Hutchison-Boag. ——— and the 
A-S. Watson group have shown improved. results. The progress... 
of Hutchison Telephone Company Limited has been satisfacto 
— its start Au year and | the aeq: Kong | 













of many ofi its subsidiaries with ilex aequ n of several new: j 
businesses to complement their existing activities: For example, - 
full control was acquired of Ready. Mixed Concrete (H.K.) 
Limited and the business of the’ Congain Concrete group. - 
These acquisitions will enhance further the profitability of the . 
Anderson Asia g group. Hutchison- -Boag Engineering Limited 
purchased Trifair Electrical Engineering Company Limited and 

Fortress Limited, thus-strengthening its capabilitiesin building - 
— electrical Pa A a6 — the. oben 























‘PROSPECTS. 
: The financial i iness ofthe Hutchison Group ts reflected 
dn the balance sh ith shareholders’ funds growing over the 
^year from HK$ ion.to HK$6,474 million. While the 
recent acquisitio emporarily utilized the Group's cash 
resources, the ove aring-ratio remains low. 
— These acquisitions and the decision to-proceed with the 
erminal 6 project reflect the Group's continued commitment 
to and confidence in Hong Kong. During 1985, the Group made 
commitments of approximately HK$12,000 million to be spent 
in Hong Kong over the next four years. Most of this is in support 
of the expansion and growth of our subsidiaries. | 
.. Hong Kong remains the focal point for our activities and 
our first and main priority will be the continued expansion of 
| our existing businesses here. However, our cashflow projections 
indicate that we should be able to support more than this ongoing 
business expansion and so we will also look at suitable invest- 
ment opportunities overseas, It is our aim to become a more 
broadly based Group geographically with our headquarters and 
control resting firmly in Hong Kong on the very solid foundation 
of our proven ongoing businesses, 

Activity in the residential property market in Hong Kong 
continues to-be satisfactory with prices stabilising at healthy 
levels which are well within the payment capabilities of the 
end users. Rentals from investment properties and profits from 

the Whampoa Garden development will continue to make a 
significant contribution to Group earnings. 
With the exception. of our ship repairing associated 
company, all sectors of the Group continue to perform well. 
The recent fall in oil prices should stimulate growth in the 
economies of our industrialised trading partners and help to 
reduce production costs in Hong Kong. These factors combined 
with the low exchange rate of the Hong Kong dollar resulting 
from its link with the weakening US dollar should increase the 
competitiveness of Hong Kong's exports. The industrial, 
trading, tourism and transportation sectors are all benefiting 
from Hong Kong's role as one of China's major trade partners 
and its Strategic position as the focal point for China's rapidly 
expanding economic links with the rest of the world. Overall, 
the outlook for Hong Kong's economy is reasonably good. 
. With its broad base of business activities and strong finances, 
-I am confident that the Group is well placed to face potential 
‘challenges and to exploit new opportunities. Barring unforeseen 
circumstances, the Group's overall 1986 performance should be 
satisfactory and the total dividend for 1986 should be not less 
-than that paid in respect of 1985. 





















Hutchison House, 22nd Floor, Hoi ag 
















































Management and staff have performed well during 1985 
and. on behalf of the shareholders and the directors, I extend 
to them my thanks and good wishes for 1986. 


Li Ka-shing 
Chairman 


Hong Kong. 2nd April, 1986 





Punters offered a highlands fli 


| © TRAVELLING in the Papua New 
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| Guinea Highlands near Mount Hagen 
, | recently, Shroff was moved to reflect 
© | once again that perhaps entrepreneurs 


are born, not made. 

Shroff noted the throngs of 
barefooted coffee growers in banks and 
the bustle of locals driving minibuses 


| "and light trucks in a region opened up 


- only 50 years ago by Australian gold 
| prospectors. He recalled a rather rueful 
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. remark by one Marxist scholar of Papua 
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New Guinea affairs, the late Rex or- 
timer: “The highlanders have been 
waiting since the dawn of history to 
emerge, in the late 20th century, as the 
- world's most piratical capitalists.” 

Can this capitalist propensity, Shroff 
wonders, make Papua New Guinea the 
Shining exception to the rather 


-] lacklustre record of stock-exchange 
[| floats in the developing countries? Like 
| other governments in these high-in- 
| terest, revenue-squeezed days, the au- 
| thorities in Port Moresby have been 








looking at the possibilities of a securities 


M exchange to harness equity capital for 
X. economic growth (REVIEW, 5 Dec. '85). 


The problem for Finance Minister 


Jn ‘Sir Julius Chan is finding the right bal- 
= ance between investor protection and 


M 


| 


e]. the 

| gredient of equity investment. In his im- 
| mediate neighbourhood — Jakarta and 
| Fiji — Chan has two examples of cau- 


degree of risk that is the essential in- 


k tion which all but 


" extinguish the 
speculative ele- 
ment. 

In Fiji, the gov- 
ernment opted for 
a — post set- 
up run by the Fiji 
Development Bank, 
and a_ half-dozen 
established com- 
panies were encour- 
aged to list their 


Shares. After sev- 
eral years, the 
number of listed 


companies has re- 
mained almost the 
same, and the bank 
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n: seeking single desk, whic 

balance. is the Suva Stock 
-- Exchange, is scarce- 
- ly taxed by the two or three dozen trans- 


| actions a year, giving an annual vol- 
| ume of some US$25,000, Shroff's read- 
| ers will be familiar with the saga of PT 
| Dana Reksa, the Jakarta exchange. 


One major problem is an acute 
shortage of trained and experienced 
personnel in Papua New Guinea’s fi- 
nancial institutions who could run a con- 
ventional stockmarket centred on a 


trading post is taking hold. One propo- 
nent is the local office of accountants 
Coopers and Lybrand, who found even 
the modified listing conditions of Aus- 
tralian "second boards" too onerous to 
supervise in Papua New Guinea's cir- 
cumstances. | 

In a discussion paper sent to the Fi- 
nance Department recently, Coopers 
and Lybrand argued for a computerised 
trading post, with brokers or agents 
either keying in their buying or selling 
orders directly or through exchange em- 
ployees. 

Brokers would be likely to include 
banks with substantial branch net- 
works, particularly the state-owned 
Papua New Guinea Banking Corp. 
(PNGBC), Westpac, the government's 
Investment Corp., and the merchant 
banks Resources and Investment Fi- 
nance (owned by the Hongkong and 
Shanghai Banking Corp., Australia’s 
Commonwealth Bank, and the 
PNGBC) and Kina Securities (owned 
by diverse local companies). 

As for investor protection, Coopers 
and Lybrand suggest the usual reporting 
dg ntque but also propose a more 
radical step to warn buyers about the 
risk involved — by classifying com- 
panies. A-list companies would be those 
with a five-year history of profits and di- 
vidends, B-list companies those with 
three years of profits but an erratic or 
non-existent dividend record, and C-list 
those companies with less than three 
years of profitability. Purchasers of 
shares would sign a disclaimer accepting 
the risk when making their orders. 

How much — is available for 
equity investment? Deposits in com- 
mercial banks amount to about Kina 
600 million (US$623.6 million), nearly 
half in term deposits. In addition, sub- 
stantial amounts would be kept in cash 
hoardings in the more remote areas. 

Anecdotal experience suggests that 
potential investors exist in surprising 
places. Coopers and Lybrand partner 
Stewart Naunton recounts that his tea- 
boy asked him to place some funds with 
the Investment Corp. A grizzled high- 
lander recently appeared at an up-coun- 
try branch of traders Collins and Leahy 
(listed in Sydney) with Kina 15.000 in 
cash asking to buy “sia bilong dispela 
kampani" dcos in this company). 
€ IN the Highlands at least, the attrac- 
tiveness of e uity has been enhanced by 
the good performance of Kumul Kopi, à 
government-sponsored coffee export- 


ng 


trading floor. Nor would volume of 
business be sufficient for many years to 
support this kind of operation. 

€ WHILE Papua New Guinea has 
looked initially at Australian models, as 
it does in so many things, the idea of a 





ing house set up in September 1984 with 
contract management by a Hamburg 
coffee firm, Bernhardt Rothfos. 

The Kina | million initial share issue, 
limited to Papua New Guinea nationals 
engaged in coffee-growing, was over- 
subscribed by Kina 2 million, and even- 
tually raised to Kina 1.5 million. After a 
Kina 34,000 loss in 1984, Kumul Kopi 
has posted a Kina 330,000 after-tax pro- 
fit for 1985. Of this, Kina 288,000 will be 
distributed to shareholders, giving à 
19% return on paid-up capital. 

Perhaps more germane to the risk 
element of share-market investment is 
the estimate by prominent Papua New 
Guinea bookmaker Barry “the Phan- 
tom" Walker that about Kina 50 million 
is plunged annually on horse races 
broadcast on Radio Australia. 

For their part, Coopers and Lybrand 
see an equity market capitalised at 
about Kina 50 million as theoretically 
achievable, supporting around 100 com- 
peo with the majority capitalised at 

e 


tween Kina 250,000 and Kina 
750,000. 
Such is the optimism in Port 


Moresby that Kina Securities has al- 
ready taken things into its own hands by 
—— small trading-post operation 
to put buyers and sellers of shares in 
touch. Executive Rory Allen said many 
inquiries had come in within the first 
weeks from all over Papua New Guinea, 
with buyers far M CERE sellers. 

Who would list on a Port Moresb 
Stock Exchange? Most obvious candi- 
dates would be companies with sizeable 
local operations already listed in Aus- 
tralia — such as traders Burns Philp and 
Steamships, Bougainville Copper, and 
Niugini Mining. 

In addition to about eight such 
“blue-chip” stocks — in which local 
pension funds and the Investment Corp. 
already have sizeable holdings — there 
could come an eġual number of estab- 
lished local enterprises such as Kumul 
Kopi, Pagini Transport, or Cloudlands 
Holdings (the investment vehicle of 
communities near the Ok Tedi mine), 
and subsidiaries of banks and traders. 

A function of the exchange will be 
the listing of foreign-owned companies 
which have so far managed to evade the 
compulsory localisation powers of the 
National Investment and Development 
Corp., in many cases because no work- 
able mechanism for participation exists. 

The true test, however, will be the 
listing of medium-sized, locally owned 
ventures seeking to expand their capital 
base, and their performance in meeting 
investor expectations. This is something 
all the regulators in the world could not 
ensure. Shroff hopes his musings in the 
wild are proven correct. 
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The first camera that has ever won 
two such prestigious awards in the same year. 


All over the world, experts have come to agree that the Minolta 7000 
and its incredible Hi-Tech autofocus system has dramatically influenced the 
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Hong Kong boasts 
almost as many fine 
hotels as it does camera 
shops. 


Why then, The Excelsior? 


Because The Excelsior strikes 
a brilliant balance between luxury and 
efficiency. And charges for it realistically, 
so that if your visit is to make money 
rather than to spend it, The Excelsior is 
a sound business decision. 


You won t find an orchid or a chocolate on 
your pillow at The Excelsior. But, as a businessman 
you might sleep sounder, knowing there are stock market 
reports available, a 24-hour foreign exchange desk, inter- 
national direct dialling, and a business centre that's a lot more 
than just a token gesture. 


And of course, you could scarcely dream of a better location 
than The Excelsior's — centrally situated between the 
commercial and the entertainment districts. 


An associate of Mandarin Oriental Hotel Group 


Hong Kong: The Mandarin. Manila: The Mandarin. Jakarta: The Mandarin 
Vancouver: The Mandarin. San Francisco: The Mandarin (1986 

Bangkok: The Oriental. Macau: The Oriental 

Singapore: The Oriental (1986). Kuala Lumpur: The Oriental (1986) 

Hong Kong: The Excelsior, an Associate of Mandarin Oriental 


For reservations, call The“Jeading“Hotels of the*World or your travel agent 
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Southeast Asia’s forests: 


lost for the trees 


By Margaret Scott in Kota Kinabalu 


I; Southeast Asia, where tropical 
forests abound, spending money to 

lant more trees seems an anathema. 

et those forests are disappearing. In 
the search for a solution, spending 
money to plant fast-growing hardwood 
trees has become a fashionable anti- 
dote, though the enthusiasm may be 
clouding the very real problems this 
quick-fix solution entails. 

These fast-growing trees, some with 
growth rates 18 times quicker than the 
native species of the tropical forests, 
will be the salvation of the timber indus- 
try to listen to a growing legion of en- 
repreneurs and bureaucrats. 

In Sabah, for instance, a company 
considered foolhardy for planting mil- 
lions of the fast-growing trees 
has begun exporting logs for 
use as blockboard. Those be- 
hind this pioneer plantation 
are confident of showing a 
profit. 

Recently, the World Bank 
and the Asian Development 
Bank have taken to advocat- 
ing — and financing — tree 
plantations as a way to ensure 
that timber retains an impor- 
tant spot in the economies of 
the tropical timber producers 
despite the severe depletion of 
their forests. 

The planting of these spe- 
cies has been touted as a way 
to lessen the pressure to over- 
log the natural forests, and 
.as an economic bonanza given 
‘ve commonly held assump- 
1on of the inevitable and im- 
minent scarcity of tropical 
timber. However, these pre- 
cocious trees may not be able 
to deliver on the promises. 

At present, expecting pro- 
fits from plantations is an 
eight- to 15-year gamble. The trees 
themselves are riddled with problems 
that erode the quality of the timber: 
their rapid growth makes the wood 
weak, filled with knots, and often 
crooked. There is virtually no market 
for them as sawn timber or other unpro- 
cessed wood products. Many wonder if 
the fast-growing species can ever com- 
pete in the marketplace, or if they will 
ever be good for much other than pulp- 
wood, the poor relation in the timber in- 
dustry. 

The high-quality and high-priced 

aper market has been cornered by 
North American softwood timber com- 
panies. The fast-growing trees are 


FAR EASTERN ECONOMIC REVIEW e 10 APRIL 1986 


Harvesting albizia falcataria: market potential unknown. 


mainly used for kraft and lower-quality 
paper such as newsprint because of their 
short fibres and also market conditions. 

For the moment, the notion of tree 
plantations providing enough wood to 
divert demand away from the primary 
forest seems a pipedream. According to 
many economists, bankers and govern- 
ment officials, chances are slim that 
there will be substantial private invest- 
ment in plantations without hefty tax in- 
centives as inducements. And the cur- 
rent downturn in timber prices which 
many economists predict will be more 
long-lasting than a cyclical decline 
hardly makes tree plantations enticing. 

Hectare for hectare, planting cocoa 
or oil palm promises greater financial 
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returns in half the time than planting 
fast-growing hardwoods. At present, 
according to a feasiblity study done in 
Sabah, tree plantations can conceivably 
bring in returns of 6% while agricultural 
plantations are offering returns of 12- 
15%. But the decision on the best and 
most financially viable land use is de- 
pendent on the quality of the soil, which 
varies greatly in Southeast Asia. Tropi- 
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cal forests by and large rose from a shal- 
low topsoil layer easily leeched of its 
meagre nutrients. Land that once had 
tropical forests often will not sustain ag- 
ricultural crops, thereby making tree 
plantations a more viable choice. 

It is in the landscape of dwindling 
timber resources that tree farming has 
won adherents. Trees are supposed to 
be a renewable resource, but the pat- 
tern of exploitation of the tropical 
forests has defied this truth. About 11 
million ha — an area the size of Bhutan 
and Sri Lanka combined — are de- 
forested every year, according to a 1985 
study conducted by the World Bank and 
the UN, and the rate is accelerating. 

In theory, the tropical forests and the 
commonly referred to mahogony woods 
found there have the ability to replenish 
themselves, and, if logged carefully, can 
be returned to at a later date for another 
round of logging. This ability gave rise to 
the notion of natural reforestation, which 
has shaped most of the logging practices 
and regulations in Southeast Asia. 

But “tropical forests just aren't sus- 
tainable economically. I don't care what 
anybody says, no one can wait 
100 years for trees to grow. 
Natural regeneration is just 
nonsense," says P.K. Cassels, 
whose company, North Bor- 
neo Timbers, has been felling 
south sea logs since 1863. 


escribing the causes of 

deforestation is like scal- 
ing a spider web. Logging 
companies and shifting cul- 
tivators are the easiest reasons 
to cite but they just barely hint 
at the skein of factors that in- 
clude a soaring population 
hungry for land and food, un- 
equal land distribution, gov- 
ernments unable or unwilling 
to regulate the industry, cor- 
ruption and the pressure. to 
earn quick profits. 

The environmental conse- 
quences are monumental; the 
economic consequences, too, 
are devastating. Countries re- 
.WWE| liant on timber for export 
earnings and jobs face a harm- 
ful hole in their economic 
menus that will be difficult to replace. 
Accustomed to timber as a source of 
foreign exchange, Southeast Asian 
countries may instead watch timber be- 
come a foreign-exchange drain as an im- 
port. Massive investments in timber 
processing plants, encouraged by gov- 
ernments insistent on value-added 
strategies, could become white 
elephants without timber to process. 

The loss of forest cover is not detri- 
mental in all cases; clearly there 
has been a beneficial transformation 
of large swaths of Southeast Asia from 
tropical forests to agricultural land. 
But deforestation which leads to im- 
poverished soil, environmental hazards 
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. years. 
nowned for its teaks, imports timber. In 
the Philippines, 


. dying, if not dead," 


with 2-5 m? a 


 mahogonies. Sabah Softwoods, which 
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5 yea logging rates, the jungles 
of Southeast Asia, which now supply 


= more than three-quarters of tropical 


hardwood exports, will disappear in 50 
Already, Thailand, once re- 


primary forests are 
hard to come by, and some industry 


watchers predict the country will be 
- forced to import some wood products as 
. early as 1988. 


"The Philippine timber industry is 
says Ernesto San- 
victores, head of the Philippine Wood 
Products Association. Corruption is 
rife, Sanvictores says, in the wild scram- 
ble to squeeze out the forests" last pro- 
fits, legally or illegally. At least double 
the o ficial tally of log exports of 
800,000 m? Biers is being illegally ex- 
ported, according to the wood associa- 
tion’s calculation. And the pressure to 
add to the illegal tally is hard to with- 


— stand as companies try to recoup the P5 
. billion (US$243.9 million) investment 
. made in equipment and plants. 


Peninsular Malaysia, according to 


| government estimates, may need to im- 


pont timber to feed its processing plants 
y the decade's end. The shortfall is ex- 


| pected to reach the equivalent of 2.5 


million m? of round logs by 2001 and 


. 4.25 million m? by 2010. And Sabah, 


long the steady source of hardwood logs 
for Japan and Taiwan, may not even be 
able to produce enough logs for its rela- 


. tively few processing plants after 1990. 


In 1973, the Sabah Forest Inventory re- 


corded 6.3 million ha, or about 84% of 


| Making hard choices 
| for the years ahead 


f the three hardwood species that 
have sparked the most interest in 


J Southeast Asia, albizia falcataria has 


the longest track record, but it is still so 


. new its market potential is unknown. 
. Albizia is said to be the fastest-growin g 
Species in the world, with recorde 


growth of 55 m? per ha a year compared 
a year for most of the 


began planting albizia shortly after it 


. was founded in 1974, has started selling 


some of its harvested albizia to Taiwan 


J. where it is turned into blockboard. But 
. so far, Sabah Softwoods has found few 


buyers in Japan, the largest potential 


| market for albizia. 


^7" 


Sabah Softwoods says its survival de- 


_ pends on selling albizia as logs for use in 
wood products such as blockboard, 


ywood and furniture, which can take 
advantage of the timber's low density. 
Selling albizia only as pulpwood and 
wood chips spells economic disaster, the 
company says. Af current prices, it 
costs about M$15 a m? to raise albizia 
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forest. Now, according to the deputy 
conservator of forests, there may be 
only 2.8 million ha left. 

Sarawak and Indonesia still have 
plenty of primary forests left. But In- 
donesia is furiously cutting to feed the 
US$2 billion worth of plywood plants 
built in the past four years which have 
quadrupled the country’s output of pro- 
cessed wood, while Sarawak is furiously 
cutting to conquer the export market 
left by Indonesia’s log-export ban. 


2 [bes logging goes on, deforestation 
continues and the policy of natural 
reforestation has been, for the most 
part, a failure. With short-term timber 
concessions the norm in Southeast Asia, 
with the economic pronus to log as 
much and as quickly as possible and 
with governments lax in regulation, re- 
forestation of the tropical forests has 
not occurred. The resulting picture is 
bleak: hardly any replanting of natural 
tropical species, widespread over-log- 
ging, rather than selective logging which 
would allow for a future generation of 
commercially valuable trees, and the 
Steady expansion of commercially 
worthless and degraded 
forests. 

“It is crazy to think 
you can keep nice, 
managed natural for- 
ests and rely on natural 
regeneration. It's a 
bunch of baloney be- 
cause of the population 
pressures for land and 


for the 12 years its takes 
to mature and another 
M$30 to harvest. As 
blockboard, albizia is 
selling for M$60-65 a m3, leaving a mar- 
gin for profit. But that margin dwindles 
to less than M$5 if albizia is sold as 
pulpwood. 

In addition to Sabah Softwoods, the 
Paper Industries Corp. of the Philip- 
pines (Picop) has planted albizia near its 
paper mill in Bislig on the island of Min- 
dinao. Unlike Sabah Softwoods, Picop 
was interested in albizia as a source of 
pulpwood. Albizia has proven to be an 
economically viable way to supply 
Picop's papermill, if Picop can stay in 
business. 

Picop, which supplies 90% of the 
Philippines’ newsprint and the bulk of 
its kraft paper, is nearly insolyent. De- 
spite sales in 1985 of P1.3 billion 
(US$520 million), the company is strap- 
ped with a huge debt service for — * 
loans totalling more than US$110 
lion. Further, the devaluation of the 









Based on tha on P — a ——— scar 
city, Cassels’ North Borneo Timbers es 
tablished Southeast Asia’s pioneer — 
plantation in a joint venture with 
the state-controlled Sabah Foundation 
The joint venture, known as Sabab 
Softwoods, originally set out tc 
plant pine, a softwood, but quick. 
ly switched to fast-growing hardwoods. 
Others are banking on this premise ase 
well. 

In Sabah, where the most hectares of 
fast-growing hardwoods have been 
planted, the government hopes to have 
250,000 ha by the end of the century. 
Peninsular Malaysia has embarked ona 
planting programme, with ADB back- 
ing, designed to create 188,000 ha of 
tree plantations over the next five years. 
The Philippine Government has con- 
cluded that tree plantations offer the 
best hope of reviving its timber industry 
and is soliciting financial assistance 
from international lending agencies. 

By the year 2000, according to th 
UN's Food and Agriculture Organisa 
tion (FAO), there will be severe short- 
ages of every kind of timber product, 
prices will soar and the sources of tropi- 
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eso resulted in a big foreign-exchange 
oss in 1985 and the depressed domestic 
market whittled down the company's 
revenue. While Picop's financial crisis 
may dismantle the programme, Picop 
was one of the first companies in the re- 
gion to encourage tree farming and 
monstrate the potential for fast-grow- 
ing trees to be used as a cash crop. 


Ag mangium has been described 
by some as a miracle tree because 
it grows in the most degraded of soils. 
However, the wood’s quality is the 
worst of the trio of fast-growing 
hardwoods. It is filled with knots which 
make it unsuitable as plywood, and it is 
too weak and crooked to be used as 
sawn logs. “If you are looking for a E 
placement for tropical hardwood | 
acacia definitely is not it," says Sh 
Wilson. “I wouldn't grow acacia.” ; 












i ;'heeded: "To meet that demand, 
the FAO said that developing countries, 
mostly tropical, would need to spend 
US$12-16 billiof on tree plantations to 
‘eplace wood «cut from the natural 
forests. But - predicting demand for 
od products is;a-slippery-endeavour 
jecause other materials can. be substi- 
ted. for wood and Coen: pat- 
| terns can change. = 
“No question about it; there: is à good 
gument for p plantations, but it isstill an 
tof faith," says Robert Wilson of Shell 
etroleum. Currently, Shell is weighing 
e odds of making:a profit in tree plant- 
ations, and Wilsón says. he has come up 
with few answers, The questions, though, 
concerning the economic viability of the 
-hardwoods are clear: will there be a mar- 
ket? Will technology and botany im- 
rove the species so that the trees can be 
"for more profitable lumber uses 
ther than lower-paying uses such as 
‘wood chips and pulpwood? If pulpwood 
and wood chips turn out to be the predo- 
minant uses of the fast-growing trees, 
can plantations make money? 
|. Perhaps securing a. market niche, 
which is intertwined with the. 






























question. 
fast-growing 


mahoganies, a it. Tn m not impress- 


ed," says one economist with the FAO. 


"But when vou compare them to no | 


t 


trees at all, they look a lot better. 
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BA lot of acacia is being planted, how- 
b^ Both the World Bank in Sabah 
and the ADB in Peninsular Malaysia are 
financing plantation projects in which 
acacia will be the mainstay species. 
While foresters and economists agree 

f has its drawbacks, many of 
nts say it can always be used 







propo 
Wis pulpwood if a stronger, straighter 
| hybrid cannot be found. 

It is on gmelina arborea that many 
have pinned the highest hopes for find- 
ing a replacement for the industrial uses 
of south sea logs. A relative newcomer 
to Southeast Asia plantations, gmelina 
combines relative growing speed with 
relative strength. A light wood that usu- 

ally contains less knots than both albizia 
and acacia, gmelina is expected to be 
competitive as both plywood and sawn 
timber. It will be another eight years be- 
fore a substantial number of gmelina 
trees are harvested. 
. ^A recent study estimated it costs 
| US$756 to plant a hectare of albizia or 
acacia and US$793 for gmelina. Com- 
pared with the natural forests, tree 


plantations are a costly alternative. But | 


with natural forests disappearing, many 
_ predict plantations will become a more 
enticing alternative and, perhaps, the 
only siteriative. — — Scott 
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he loggers took what they wanted 

back in the early 1960s. After they 
left, the farmers came to the Bengkoka 
Peninsula, and for a time the land that 
had been a moist tropical forest was 
tilled. Soon the soil gave up what little 
fertility was stored there and the farm- 
ers moved on, leaving the land to a 
worthless but tenacious grass named 
lalang. 

What happened on the northern 
tip of Borneo has been repeated 
again and again throughout Southeast 
Asia. 

But now there is a plan to reclaim 
Bengkoka, covering it with fast-growing 
hardwood trees instead of lalang. What 


will — at Bengkoka, as a result of a 


US$6.5 million project devised by the 
Sabah Forestry Development Author- 
ity (Safoda) and financed by the World 
Bank, may become a model for the re- 
gion. 

There are a lot of risks and a lot at 
stake in the Bengkoka project for 
Sabah, for the World Bank and for the 


fate of hardwood plantations as a viable 





revenue 
revenue 


96 of total 


response — economically and environ- 


mentally — to the pr oblems of defores- 
tation. . 

For the Sabah g government, the suc- 
cess of Bengkoka is crucial in its scheme 
to wean the state economy from its de- 
pendence on tropical timber, a depen- 
dence that has been crippling during the 
current recession in timber prices and 
promises to be disastrous when Sabah's 
natural timber resources are exhausted 
(REVIEW, 6 Feb.). Over the next three 
years, 3,000 ha of the fast-growing 
acacia mangium will be planted. If this 
first phase is a commercial success, it 
will lead to the creation of 250,000 ha 
of tree plantations that would be 
counted on to provide half of the US$1 
billion in export earnings Sabah hopes 
to derive from the timber industry in 
future decades. 

For the World Bank, the Bengkoka 


project offers.a highly visible role in a 


forestry project, countering criticisms 
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aworthless grass 


ö— —— er pe —— —ñ—— — * 





| generation can work in tandem wi 
tree plantations which would divert 


chance. 







that the bia has: r 
ance in helping to solv 
lem of deforestation 
planting trees, 
will study the ci 
acacia and devise a k 
for the. timber indu: 

see it as a lot p 















































the region that 
but are depleting 
very fast, too fe 
ben, the bank's 
Asia. | 
For those who h 
hopes on fast-growir : 
as a last-ditch way of prese 
natural tropical timber forests, 
koka is an important ‘testing g 
Miller Mamung, Sabah’s dep 
servator of forests, says th 
run through its remaimin 
forests within a decade withot 
ations. | 
Even with plantations, Mar 
the tropical forests are in jeopardy. 
large-scale plantations will at leas 
prove the chances of managi 
the remaining natural forests: 
they will remain commer a 
productive. É M. 
m ommercially ptodise 
forests, long a catch-phrasc 
Southeast Asia, rely on the thec 
of natural regeneration. Regula 
tions and government policy havi 
been based on it, but it ha 
worked. The theory of natura 
generation has it that the natura 
forest will replenish itself i 
vesting is limited to mature, 
trees with extremely long de 
between logging. Bengkoka 
many, will prove that natural: 





































mand away from the natural fore 
that regeneration could be ge 


Bes S — is far 
guaranteed. “The flaws of ac 
mangium top the list of the proje 
problems. Acacia’s resilience an 
lity to grow in the poorest of soi 
impressed foresters and governi 
saddled with land ruined by logger 
shifting cultivators, but its value 
stuff of wood products has not it 
ed the timber industry. The World 
almost dropped out of the Bengk 
project after seeing the results of a 19 
test of acacia samples which conclud 
the wood's quality was too poo 
used as sawn logs, plywood, vene 
other industrial wood produ 
“Fora while the bank just sa 
it and wanted to drop the whi 
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| like a hot potato," said John Hepburn 
f who heads the Bengkoka project for 
Safoda. “It [Acacia] seems only good 
Ep woo , but you can't run a finan- 
cially viable plantation on Ag giam 
Everyone was despondent." It costs 
about US$45 a m? to raise and harvest 
acacia. At best, pulpwood will sell for 
US$35. 

In January, after long negotiations 
and recasting of the project, the bank 
signed the loan. Instead of the original 

lan for 90,000 ha of acacia, only 3,000 
n" a will be planted until it is shown that 
the quality can be improved and mar- 

kets found. The project now includes 
research funds to develop a better 
strand of acacia either through selec- 

tive seedlings or hybrids. Funds also 

have been set aside for marketing 





studies. "MUN, iaa 
If no better acacia is discovered or 
ready markets secured, 


tree plantations probably 
will be abandoned as a 
. | major component in Sa- 

| bah's economic setup. 
[ The ramifications on what 
B. is left of the natural forests 
could be fatal, according to 


— | government officials. In 
— | 1990 all the logging li- 
py cences issued in the state 
expire. All forest land 

and logging activities will 
- then fall under three state- 


da, the Sabah Foundation 
and 
ment. 
In theory, there will be 
2.6 million ha of forest 
land. In theory, this forest 
land will be selectively log- 
ed so that it can natural- 
y regenerate and be com- 
mercially productive for the 


the Forest 


» controlled agencies: Safo- 
; Depart- 
Ë 

"e 

f 


: long. term. This theory 
i depends on plantation 
t trees. 


In 1985, 8 million m? of 


^ logs were produced in 
— | Sabah, accounting for 
USS$650 million in foreign- 
| exchange earnings and 
] more than 50% of the state's revenue. 


H? At most, the forest land available can 
| produce 3 million m? and still have a 
chance to regenerate. Without plant- 
ations to divert demand away from the 
natural forest by an anticipated log 
production of 1 million m? a year, 
the pressures to cut the remaining 
forests out of existence will only 
grow. 
, "Already there are real pressures to 
; go back in [the forest] and cut faster," 
says the director of the Sabah Founda- 
tion, Jeffrey Kitingan, who manages the 
largest forest area in the state. "There 
, are pressures from government, indi- 
! viduals, politicians, everybody. I don't 
know if we will be able to withstand 
them." — Margaret Scott 
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Sabah Softwoods bets 
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on future shortage 


his is the year Sabah Softwoods 

expects to make a profit. After 12 
years and a M$129 million (US$51.2 
million) investment, Southeast Asia’s 
first business venture in fast-growing 
hardwood trees still teeters between 
commercial success and failure. 

Which way the venture goes may de- 
termine whether there are other private 
forays into tree plantations and whether 
private investment will need to be 
cajoled through tax-incentive packages. 
Governments in the region and interna- 
tional lending agencies, which are 
boosting fast-growing hardwoods as the 
way to sustain the timber industry, say 


yh I 


Liew: seeking Japanese buyers. 


enticing investment from the private 
sector is pivotal. 

"When we started this everybody 
said we were out of our minds. But there 
is poing to be a wood shortage, and we 
will have trees,” says P. K. Cassels, gen- 
eral manager of Sabah Softwoods. 
Some 26, ha of trees have been 
— by Cassels’ company on the 

illy terrain near Tawau on Borneo's 
northeastern tip. Sabah Softwoods has 
about 60,000 ha to grow into, land that 
once was part of the timber concession 
of North Borneo Timbers, one of the 
oldest logging companies in the region. 

“We knew we had to do something if 
we wanted to stay in Sabah. Our conces- 
sion was going to expire and the amount 
of forest left for logging kept growing 


smaller and smaller,” says Cassels of th 
birth of Sabah Softwoods in 1974 as 

joint venture (60% owned by the state 
controlled Sabah Foundation and 409 
owned by North Borneo Timbers) 
Originally, the company considere 
growing pines, a softwood and the or! 
gin of the company's name. But Sabal 
pines could not compete with those o 
temperate countries, and the compan 
decided to cash in on what the tropic 
could do best: grow trees faster than an 
other area on the planet: 

Foresters at the company experi 
mented with about 120 species leaving | 
trail of hits and misses. About 9,000 ha o 
eucalyptus deglupta, for instance, wer 
planted before it was discovered tha 
the tree stopped growing long before i 
matured. Finally, the company chose af 
bizia falcataria and gmelina arborea a 
its main species. 

"We've proven that a plantation ca 
be planted inexpensively and thrive, 
says Frederick Liew, who heads th 
2,000-strong staff that tends the plant 
ation. “Now its up to the market. If w 
can find a sure and steady market, we" 
be fine." Liew and others at Saba 
Softwoods say that a steady marke 
must be in plywood and sawn logs if th 
company is to prosper. And they sa 
they must win Japanese buyers. 


o far, Sabah Softwoods has sok 
167,000 m? of albizia, earning abou 


US$4.2 million, mostly to Taiwa 
where it has been turned int 
blockboard. Already, the compan 


has orders for 90,000 m3 this yea 
and expects those orders to grow, creat 
ing the company's first operating pro 
fit. 

Sabah Softwoods' ability to wait f 
profits has been central to its surviv& 
Since the company was created on th 
back of North Karacs Timbers, it avoid 
ed many capital costs. Roads and house 
for its employees were already in place 
Further, the cost of keeping Sabal 
Softwoods going, which reached 
cumulative M$129 million this year, ha 
been shouldered jointiy by the Sabal 
Foundation and North Borneo Tim 
bers. The company has received tax 
free, interest-free loans. 

“It’s been an act of faith, but we sti 
believe it is a money-maker," says Cas 
sels. But it is a belief which is increas 
in " difficult to support, taking abou 
M$20 million a year and only now start 
ing to show any returns. This vear, fo 
the first time, no trees will be planted ii 
an effort to cut costs. And the compan: 
has planted about 20,000 ha of cocoa 
coffee and oil palm to generate cas] 
while waiting for its trees to grow. 


— Margaret Scot 
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FINAL RESULTS 


.. The profit fo 
as compared with HK 
of HK$59.1 million (1984 


Profit for the year before extraordinary item 
Extraordinary item 


Profit attributable to shareholders 


Eamings per share: ‘A’ shares 
‘B’ shares 


Dividends per share: | n shares = interim | ANE P 
_ final, recommended 


‘B’ shares — interim 
PC _~ final, recommended 


re: ‘A’ shares 


_ Net assets per shar ares 


he d for 1885 before the extraordinary item incre: Vo 
and additionally there was an extraordinary profit of HEKSS59.1 million | 
-§ (1984: nil). During 1985, the Group changed its method of — 3 
accounting for finance leases, which it now capitalises in line with | 
generally accepted international practice, as a result of this change, the 
comparative figures for 1984 have been adjusted and the attributable 
profit for that year, previously recorded at HK$1,048.8 million, is now ~ 
shown at HK$954,4 million, 


Cathay Pacific Airways Limited reported higher profits from operations 


"but, without the benefit of substantial capital profits, the total profit for 


" 1985 was somewhat lower. Hong Kong Aircraft Engineering Company 

Limited’s attributable profit increased by 29.5%, Swire Properties 

Limited's profit was sharply higher refiecting higher sales prices at 

"faikoo Shing and profits on sale of investment properties. Offshore 

> Services activities recorded reduced profits, and losses were incurred in 
shipping and dockyard activities. There was a further substantial 

- improvement in the operating profit of the industries division during 

slight decline in profitability was recorded by the trading division 


"in difficult market conditions. _ 


. Final dividends. The directors of Swire Pacific Limited will recommend 
to shareholders at the annual general meeting on 
.. 29th May 1986 — of final dividends of 97.0¢ (1984: 87.0¢) per 
‘A’ share and 19,4¢ (1984: 17.4¢) per 'B' share payable on 2nd June 1986 
to shareholders on the register of members on 25th April 1986; the share 
registers will be closed from 14th April 1986 to 25th April 1986, both 
- tates inclusive. | 
Once again, the final dividends will be satisfied by the issue of scrip to 
‘each class of shareholder, with the option being given to shareholders to 
elect to. receive cash in tieu of scrip in respect of part or all of such 
dividends. Full details of the scrip dividend procedures will be set out in 
a circular letter which, together with the forms of election for the 
payment of cash dividends, will be sent to shareholders on 5th May 1986. 


ed by 28.4% 


RE FOR THE YEAR ENDED 31ST DECEMBER 1985 
r 1985 before the extraordinary item was HK$1,225.9 million, representing an increase of 284% 
dtr 34.4 million in 1984, as adjusted. In addition, in 1985 there was an extraordinary prof 
t: nil). The audited consolidated results were: i 


Yea 


 HK$10.80 
HK$ 2.16 


HK$1444 - 
HK$ 289. 


: "en ion (be s) issue. The directors wil recommend a .— 


| capitalisation issue of two new ‘A’ shares for each 'A' share held and. 


two-new 'B' shares for each 'B' share held on 25th April 1986. The new : 
shares will rank pari passu with the existing shares, except that they will 
ot quality for the final dividends to be paid in respect of 1985. 0 oo 
estment properties and net assets per share. In accordance with the 
licy of the Group, the annual valuation at open market —— ay 


9ects. Cathay Pacific Airways expects an 
during 1988, on the basis that the present gene 


i consider that, on balance, ¢ 
remain favourable and that t 
a whole for 1986 are good. 


The Annual Report for 1985 will be sent to shareholders on 5th May 1986. 


H.M.P. Miles : 


Hong Kong, 26th March 1986 s. , Chairman. 


"4 TheSwire Group = | .. 
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Backseat drivers 


Indian carmakers are unsure of government intentions 


By Meenakshi Behara in Bombay 


hen the Indian Government an- 

nounced in January 1985 that it in- 
tended to take a broader view of the car 
industry and liberalised capacity norms, 
observers thought the industry's take- 
off was finally in sight. But just over a 
year later, no one is quite sure. Even im- 
mediately after the drum-beating ended 
last year, it became obvious to industry 
that the government was really in no 
mood to change its pace. Moreover, the 
government was not sure of the direc- 
tion it wanted the industry to take or 
what costs that might entail. 

The announcement of liberalisation 
brought a rush of hopefuls all eyeing the 
surge of growth that the government- 
owned carmaker Maruti Udyog had at- 
tained. About the earliest to crystallise 
plans was heavy-truck manufacturer 
Telco, which announced a collaboration 
with Japan's Honda Motors to produce 
the Accord series in India. Starting with 
a modest volume of 5,000 units in the 
first year, the agreement envisaged pro- 
duction of 30,000 units by the end of the 
decade. 

What was more interesting, how- 
ever, was that the phased-manufactur- 
ing programme drawn up envisioned 
local content of more than 45% in the 
year of the start-up, progressing rapidly 
to over 95%. At the other end of the 
class spectrum, Escorts proposed to 
manufacture the tiny Citroen 2 CV, 
aiming essentially at the rural market. 
Escorts had planned an even higher in- 
digenisation of 50% in year one, but 
more important, it had managed to rope 
Citroen into a buy-back arrangement 
that would cover the cost of component 
imports entirely. In a move that made 
more political than business sense, Es- 
corts proposed to locate its plant in Pun- 
jab. To most industry observers, both 
proposals for foreign collaboration 
seemed destined for government ap- 
proval. 

With Maruti Udyog already firmly 
entrenched in the middle segments of 
the market, with Telco looking to the 
top end and Escorts looking for the 
rural segment, it seemed plausible that 
established car producers Hindustan 
Motors (HM) and Premier Au- 
tomobiles would find themselves in a 
none-too-enviable position. After de- 
cades of producing obsolete models, 
both manufacturers had achieved what 
seemed to them a quantum leap in tech- 
nology through hybridisation. Premier 
has married Nissan mechanical compo- 
nents to a Fiat-124 body and HM is still 
Struggling to match the Vauxhall body 


| to an Isuzu powertrain, Both moved 
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into new foreign-collaboration agree- 
ments: Premier with Nissan to produce 
the Sunny, and HM with Isuzu to pro- 
duce the Gemini. In addition, a tie-up of 
Sipani Automobiles with Subaru also 
came up for approval. 

Some European companies were 
also attempting to come in. VW tied up 
with the little-known Mehta group and 
Renault with Rayalseema Paper. BMW 
and Volvo tie-ups were also on the 
cards. But all these proposals were mar- 
ginal, at best. The Japanese invasion, so 
complete in India's two-wheeler and 
light-commercial-vehicles industries, 
seemed all set to repeat itself in cars as 
well. 

But the Finance Ministry pressed the 
panic button. In August, it called for a 
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current year's trade deficit is reckoned 
at just over Rs 80 billion (US$6.6 bil- 


lion). In such circumstances when 
choices narrow down to importing edi- 
ble oils or luxury-car components, 
Singh obviously decided against the 
latter. Earlier, the ministry had appa- 
rently called for phased-manutacturing 

rogrammes which started with a much 
‘ehh level of local content (as much as 
60% ) and the industry was still willing, 
albeit by delaying proposed introduc- 
tion dates. 

Now industry is peeved to hear the 
foreign-exchange crunch story, espe- 
cially when it sees Maruti Udyog fritter 
it away. After assembling more than 
75,000 units since the line started rolling 
in November 1983, Maruti has a poor 
record. of. indigenisation (just over 
3095). What is more, most so-called *in- 
digenous" components are themselves 
assembled. from. completely knocked- 
down (CKD) packs, claim industrv 
sources, Yet, despite the tardy progres. 
on local content, Maruti has found itself 
pushed by Suzuki, its foreign partner, to 
significantly revise production tar- 
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review of collaborations, even in cases 
where the Industry Ministry had grant- 
ed approval. In February, after keeping 
manufacturers guessing for six months, 
the government quietly pushed the en- 
tire matter into cold storage. 


inance Minister V. P. Singh first let 

the cat out of the bag when he reveal- 
ed that the Cabinet Committee had de- 
cided to defer a proposal to make luxury 
cars in the country. The stockmarket re- 
sponse was electric, and Telco's share 
price tumbled on Bombay's Dalal 
Street. The markets thought the infer- 
ence was unmistakable, and soon the 
ramifications for the entire industry be- 
came apparent. 

Ostensibly, the freezing of proposals 
came in the wake of a foreign-reserves 
crunch. India’s import bill has been ris- 
ing much faster than its exports, and the 


* 


gets — all upwards, of course. Suzuki's 
plea has been that demand is still run- 
ning far ahead of supply because Maruti 
is Sitting on an order backlog for 200,000 
units. Production targets for the new fi- 
nancial year (starting | April) are up to 
85,000 units, and for the next year 
135,000. 

Going by the pace of indigenisation 
and the proposed product mix, industry 
sources expect a direct outflow of 
foreign exchange for kit and component 
imports from Suzuki to total more than 
US$400 million over the next couple of 
years. Suzuki has, in the meantime, up- 
graded the original model and not long 
ago, a new model rolled out of Maruti's 
plant. 

There was another reason for calling 
a halt to more car ventures. Petroleum 
consumption was supposed to be going 
through the roof. However, petrol con- 
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sumption is only 14% of total oil con- 
sumption, 40% of it is accounted for by 
the government. If diesel consumption 
has been growing rapidly, it is because 
one segment of demand — for private 
electricity generation — is growing a 
little too fast. But Singh’s argument 
calling for restrictions on growth in pet- 
rol consumption suited industry. Indus- 
try sources pointed out that new tech- 
nology imports would achieve what 
Singh was fervently campaigning for. 
But it appears certain that for some 
time, he has now ensured that India's 
car technology remains outdated. 

Worse, with the new budget, prices 
Of cars were taised across the board. 
Singh's tax-collection officials had al- 
ready given notice of their intent to in- 
troduce a modified VAT (MODVAT) 
when the long-term fiscal policy was an- 
nounced in December. The scheme 
aimed to provide relief on cars by pro- 

iding a rebate against excise duties 

aid on inputs. Officials had probabl 
not understood the concept and defi- 
nitely not done their homework. 

After a double accounting of reliefs 
already available, a hike in excise duties 
at the ultimate stage was effected, os- 
tensibly to keep the revenue proposals 
neutral. Singh was misled to state pub- 
licly the day after the budget that car 
prices would come down. What hap- 
pened was that the taxmen's sums were 
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wrong and prices of all cars have 
jumped. Now, India’s poor man’s car, 

aruti (the 800-c.c. Suzuki Alto), is ex- 
pected to cost just upwards of US$6,000 
— up by US$1,000 after the budget. Tax 
officials went on to claim that MOD- 
VAT benefits would have been substan- 
tial if local-content levels had been 
higher. But other vehicles including 
heavy trucks and cars which are almost 
wholly indigenous have also suffered 
price increases ranging from US$300- 


ndustry observers are worried at what 

this new price rise will do to demand. 
Already, heavy-truck manufacturers 
Telco and Leyland have been having a 
rough haul. Leyland announced recent- 
ly that even though sales were marginal- 
ly better, net profits were down 30% in 
1985 and it cut its dividend from 18% to 
just 10%. Telco probably had things 
equally bad when its accounts closed at 
end-March. 

But it is in the light commercial vehi- 
cle (LCV) segment that the slump 
seems most disastrous. Toyota, Nissan, 
Mazda and Mitsubishi all entered the 
fray in the first spurts of liberalisation of 
the sector. But the demand growth en- 


visaged has failed to materialise: DCM 
Toyota and Allwyn Nissan have pro- 
duced far below original targets and 
market resistance to the Japanese pro- 
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ducts has been severe. The ‘cut-price | 
strategy for the initial years has not en | 
working too well and cannot be main- | 
tained for too es > us 
The yen spiral has taken all LCV as- 
semblers unawares as prices of CKD 
packs have jumped. In addition, the | 
government has revised import duties | - 
on components twice: first in December | 
and again in the budget to 50%. Of | 
course, MODVAT benefits do not ac- — 
crue. P 
The LCV collaborations find that . 
imput costs have jumped almost - 
US$4,000 a unit between September | 
and February, almost 40% of ex-factory - 
prices which of course stayed fixed until | 
the budget. That these units are unable - 
to cover even their direct production | 
costs is no secret and it is becoming in- | 
creasingly obvious by their own admis- | 
sion that they are unlikely to reach - 
economies of scale, even by producing : 
at full capacity. DCM Toyota is already | 
thinking hard about diversifying to pro- | 
duce the Toyota Land Cruiser for 
India's armed forces: a potentially high- — 
profit, high-volume business. Allwyn | 
Nissan, Swaraj Mazda and Eicher | 
Mitsubishi could find that their op- | 
tions are not as interesting. But as sur- |. 
vival increasingly becomes the central | 
theme, industry is waiting and watch- . 
ing, how the Japanese will tackle the | 
problem. D | 
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TN International, one of the world's leading telecommunications companies, 
is proud to announce the opening of its office at Two Exchange Square. 


NYNEX International specializes in the planning, development, and operation of 
public and private networks and in the entire range of information industry systems. 


NYNEX International is backed by over 100 years of Bell System telecommunications 
experience, and it is one of the largest telecommunications companies in the world. 


The NYNEX Companies, including New York Telephone and New England 
Telephone, serve over 10 million customers and manage a network of over 13 million 
telephone lines. 


NYNEX has helped pioneer many of today's leading information and 
communications technologies. 





With the opening of our office in Hong Kong, NYNEX International is committed to | 
helping meet the Asia Pacific region's communications and information needs. i 


| NYNEX International Company 
Suite 1207-1208, Two Exchange Square, Central, Hong Kong 
Telephone: 5-8442688 Telex: 80535 NNXHK HX Telecopier: (852) 5-8101422 
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Another step forward 


KLSE members unwind some of their troublesome contracts 


By Nick Seaward in Kuala Lumpur 


a once-daunting number of out- 
standing forward contracts among 
members of the Kuala Lumpur Stock 
Exchange (KLSE) has been reduced to 
only one of M$3.6 million (US$1.4 mil- 
lion), said KLSE chairman Nik 
Mohamed Din on 22 March. “The two 
parties are still negotiating and we hope 
they will agree to either unwind the con- 
tract or confirm that it would be hon- 
oured on maturity," he said. 

Meanwhile, only M$5 million of a 
ppoe M$50 million standby credit 

as now been earmarked for defaults in- 
volving forward contracts. The remain- 
der is to be set aside to allow for poten- 
tial defaults on conventional share 
transactions. 

Mohamed Din was speaking after an 
extraordinary general meeting (EGM) 
of KLSE members had decided unani- 
mously to accept amendments to the ar- 
ticles of association, paving the way for 
non-stockbroking companies to ac- 
quire stakes in KLSE member com- 
panies. 

Another EGM originally scheduled 
for the same day to decide on the adop- 
tion of the standby credit for brokers 
(REVIEW, 20 Mar.), was postponed — 
for the third time — until 6 April. 

The decision to keep M$45 million 
back in case of inter-broker defaults is 
significant. The REVIEW has learned 
that one of the KLSE's foremost brok- 
ing firms, Noone & Co., is under KLSE 
management and has been so since the 
last week of February. Another, Ipoh- 
based Y. K. Fung Securities, has 
been ordered by the KLSE to supply 
information about its financial posi- 
tion. 


+ 


+ 


That Noone & Co. is under KLSE 
supervision lends credence to the com- 
monly held view that the one remaining 
forward contract involves that broker. 
The KLSE will only say that the amount 
involved is around M$3.6 million, that 
the contract is due to mature in May and 
that it is for shares in a listed com- 
pany. 

But from a list of forward contracts 
compiled during the stockmarket crisis 
in November which has been obtained 
by the REVIEW, this information nar- 
rows the field down to such an extent 
that only two fit the bill. 

One is a contract made on 5 
November 1985 for 666.000 shares in 
Roxy Electric, bought for a total of 
M$3.66 million from Razak & Ramli by 
Kimara Securities, a Seremban-based 
firm. The other is a contract dated the 
following day, in which Razak & Ramli 
agreed to sell 91,000 shares in Malay- 
sian Assurance Alliance (MAA) to 
Noone & Co. for a total considera- 
tion of M$3.59 million, maturing on 
5 May. 


hese same MAA shares are also listed 

in another separate deal — with 
identical contract and maturity dates — 
as being sold by Noone & Co. to 
Analysis Nominees, a company be- 
lieved to be connected with one Janice 
Aw. Aw is the sister of Tan Kok Liang, 
former finance director of the now-de- 
funct Pan-Electric Industries (Pan-El), 
and wife of Long Heng Kew. Long's 
name is featured prominently — along 
with Aw's and that of Analysis 
Nominees — in the list of forward con- 
tracts for shares in Sigma International, 


the 22.3% owner of Pan-El controllec 
by Tan Koon Swan. 

The secretary of the KLSE, Islan bir 
Izhan, confirmed to the REVIEW that 
Noone & Co. was under KLSE manage- 
ment but he stressed that this would in 
no way prevent the company from hon- 
ouring a contract per se. A failure by 
any broker at this stage could trigger off 
a crisis within the KLSE membership 
which would be potentially more 
damaging than the forward-contracts 
affair. The widening of the terms-of-re- 
ference of the M$50 million standby 
credit to include ordinary contracts be- 
tween brokers could be an attempt to 
ward off this growing danger rather than 
— as has been supposed — simply a ploy 
to improve the credit's chances of finally 
getting accepted by a reluctant member- 
ship. 

J— the KLSE has been 
making more concessions on the financ- 
ing of the standby credit. Mohamed Din 
also told the REVIEW that the propose 
terms for servicing the credit have also 
been changed from a flat 0.25 of the 1% 
brokers’ commission to a sliding scale 
ranging from 0.16 to 0.05 of the 1%, de- 
pending on the amount drawn down by 
each broker. The credit will expire after 
one year, by which time a new inter- 
broker fidelity fund should have been 


set ac 

e KLSE chairman would not say 
how the proposed fidelity fund would be 
actually funded, but he did confirm that 
a subcommittee of the KLSE is due to 
report early this month on the question 
of re-introducing seat money. He also 
hinted that the KLSE's existing fidelity 
fund (currently containing around M$3 
million), which is to protect clients 
against losses from defaulting brokers, 
could be merged with the proposed new 
inter-broker fund to form an overall 
compensation fund. 

While the setting up of the fund will 
undoubtedly increase investor confi 
dence, the shadow that Noone is casting 
over in the stockmarket is threatening 
determined attempts by the govern- 
ment to get the capital markets moving 
again. Finance Minister Daim Zainud- 
din called in chairmen and chief execu- 
tives from the top drawer of Malaysian 
business on 20 March to assure them 
that there was no longer a freeze on new 
listings being imposed by the Capital Is- 
sues Committee (CIC). Daim also as- 
sured the businessmen that he would 
look into complaints that the CIC has 
only been approving rights issues on 
condition that the new shares were not 
listed. 

Mohamed Din has also taken up the 
cry, stating that more companies are 
needed on the exchange and that the 
KLSE is considering whether to estab- 
lish a second board. Almost simultane- 
ously, the CIC has announced the first 
approyal for a new listing this year — 

L Industries, a refrigerator and air- 


conditioner manufacturer. 
















Final decisions regarding all Mitsui 


Bank operations in Asia are taken at | 


Asia Division Headquarters. 





The key to total satistacti 

is swift response capabili 
international organisatio 
provide just that. Mr. Kiyoshi Kikuchi, | 
of our Asia Division, does not refer - i 
decisions up for approval. E 


He makes them on the spot. The rationale 
is simple: he is in the closest contact with 
clients in Asia and understands the 
conditions in each market best. Mitsui 


offers clients skill and strength in fields 


traditional and fields new. In addition to our 
commercial banking operations for local 
and international corporate clients, we are 
also active in the field of investment 


banking and a wide range of information 


and capital management services. For 
investors and borrowers, streamlined 
service. | 

Address your needs to Mitsui. You'll be 
sure of a swift response. 


MITSUI BAN K 


Heed Orica and Asin Didilon Hasdqua/us 
1-2. Yurakucho 1-chome, Chiyoda-ku, Tokyo 100, Japan pm 
Tet (03) 501-1111 Telex: J22378, J22559, J22643, J22644 . A 





Bangkok, Rajawongse, Bombay, —— Hong Kong, Beijing. shas 
Guangzhou. Dalian: Seoul, Manila, Kuala Lumpur, Jakarta, — 
Misu Finance Asia Limited, Hong Kong 





In pursuit of profits 











Certain processes in high-tech industry call for an extra- 
ordinarily clean environment. So much so, that sometimes 
not even natures own untainted air is pure enough. 

This is the story of how an advanced engineering com- 
pany called Atlas Copco helped a Welsh manufacturer of 
computer discs and tapes improve quality and cut costs. : 

If you're concerned with company profits, this story could | ^ ~ 
relate to you, too, no matter what industry you're in. Ei 


THE SECRET OF BRYNMAWR'S 
CLEAN AIR. 











As you leave the haze of Newport's 
industry behind, you can actually smell 
the air getting fresher for every mile you 
drive along the road that winds up to 
Brynmawr. The name of the town is 
Welsh for "big hill", and it certainly 
deserves its name. Up here you'll find 
Control Data's only European plant for 
magnetic media. 

Why did a computer giant like 
Control Data choose this tiny hamlet 
perched on the edge of Wales’ most stun- 
ning national park? 

The answer: the clean air. 

To appreciate this obsession with 
cleanliness, first you have to understand 
a little about computer technology. A 
magnetic disc used for storing informa- 
tion resembles an LP record. And, just 
like a record, a pick-up is used to tap the 
information on the disc. 

But there are two major differ- 
ences. A disc rotates at the impressive 
speed of 3,600 rpm. And the pick-up is 
flying, or rather, low-sniffing, only 0.3 
millionths of a meter above the disc’s 
surface. 

Here comes the complication. 
An ordinary smoke particle is approxi- 
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mately 0.5 millionths of a meter in dia- 
meter, or almost double the pick-up's 
flying altitude. If such a particle sticks 
to a disc in the Control Data plant, 
sooner or later it will crash into some 
client's pick-up, which will shatter. 

5o there simply better not be 
any smoke particles in Control Data's 
Brynmawr plant. And no other for- 
eign particles, such as microscopic 
oil drops, either. 

Especially not in the plant's 
6,000 square meters of clean 
rooms, where the air is thoroughly 
filtered and all personnel dress in surgi- 
cally sterile clothing. Here, about 300 
liters per second of compressed air are 
used in the production of 8,500 discs 
every day of the year. 

But doesn't compressed air imply 
a thin mist of oil? Couldn't these oil par- 
ticles wipe out delicate pick-ups the 
same way smoke particles do? 

With an ordinary compressor, yes, 
of course. Oil contamination could 
swamp the whole company with custom- 
er complaints. 

That's why Control Data came to 
Atlas Copco. 

And here's the solution. 
The problem with ordinary 
compressors, like the one 
Control Data used to have, 
Is lubricated compression 
chambers. What you get is 
oil-contaminated air in di- 
rect contact with your 
discs, if you have a plant 
like Control Data's. Or with 
your beer, in a brewery. Or 
with your medicine, in a 
pharmaceutical company. 


Atlas Copco rotary screw 
compressors are machined 
to such fine tolerances that 
you can run them with dry 
compression chambers. 

No lubrication, no 
oil contamination of the 
compressed air. 















The engineers at 
Atlas Copco had a remedy for th 
a rotary screw compressor called 7 
machined to such fine tolerances tl 
you can run it without lubrication. Ar 
no lubrication, no oil contamination. 

“The Atlas Copco ZR compress 
was an easy choice,” says Phil Cornelis 
Development Engineer at the Brynma’ 
plant and the man responsible for 
supply of compressed air. “Our ig 
cally powered system also comprises 
air dryer and an intercooler, and it 
works very well.” 

But the most stunning facts abo 


| the Control Data installation — the eco 


omy — are yet to come. 


Who is this Atlas Copco? 
By now you may be wondering, "Wh 
has all this got to do with me? I'm n 
even remotely concerned with the ma 
netic media business.” 

A lot, we hope. Read on and se 

Atlas Copco is one of the worlc 
leading companies in the field of cor 
pressed air and hydraulics. But we’ 
also active in other technical areas, suc 
as electronics. 

The company sells its 3,000 pro 
ucts and services to 250,000 registere 
customers in more than 120 countrie 
Our manufacturing and product deve 
opment are spread over 16 countrie 
Invoiced sales in 1983 exceede 
$1,000,000,000. 
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| Development Engineer Phil Cornelius at 

the entrance to the clean rooms. 
WH Here the air showers literally 
knock off smoke particles and 
_ other debris that might jeopard- 
= ize production. 


E So together with Atlas Copco 
ZU in London, Phil Cornelius de- 
T signed a heat-recovery system, 
which today supplies the 1,000 
employee plant with half of its 
demand for domestic hot water. 
This represents an annual energy 
savings worth some £2,000. 
But this is only the tip of 
the iceberg. 

The new dryer consumes 
much less energy than the former 
one. £4,000 per annum, to be exact. 
To say nothing of the ZR com- 
pressor, which beats its predecessor 
by £25,000 each year. 

]^ All in all, Phil Cornelius and his 
"M new Atlas Copco device are cutting 
I energy costs by £31,000. Every year. 
"M That's not bad for an investment of 
£40,000. 

Your ticket to better profits. 
When you buy something from Atlas 
Copco, you don't get a product. You get 
a profitable solution to a problem. Our 
aim is to help you cut your operating 
costs or increase your income. Or both. 
We don't pride ourselves on hav- 
ing developed our methods and prod- 
ucts all on our own. They are the result 
of close cooperation with our customers. 
Like in the case history you just read. 
Atlas Copco has 15,700 em- 
ployees on five continents. We have our 
own sales companies in 46 countries and 
distributors, including direct sales oper: 
ations, in another 80. All this is backed 
up by over 400 service centers with 
mechanics and spare supplies all around 


‘pical customers 

we industries involved in mechanical 
duction, food processing, chemicals, 
armaceuticals, textiles, and electron- 
s. Included in this group, of course, 
we building and construction contrac- 
ws and mine operators. 








Brynmawr plant 
and those impressive facts. 
Not only did the new equipment 
rive Control Data peace as far 
give —— Dat E ice ol mind s Í ? the world. 
as production quality 1$ concerned. N So we're never more than a phone 
helped cut production costs dramatically. all awav 
£ : Call away. 
000 Heat is the unavoidable by-prod Beg er Res 
uct of compression. Up to 95% of the | 
energy used by an Atlas Copco station- Atlas Copco 
ary compressor can be recovered in the 


YES I would like to see for myself Mail this coupon to Atlas Copco Head- 

| 9 ifAtlasCopcocouldhelpme quarters, S-105 23 Stockholm, Sweden. 
make a little more money. Or use this magazine's reader service 
C Send me your brochure, “In Pursuit of card. 

| Profits”, with more case histories like this 
one and general information on how 

| Atlas Copco solves customer problems Position 

the discounted pay-back period for Con- and needs. 

‘ol Data's £40,000 investment in the new D My business is. 1 11. 
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- — GOMAN LL LBL—— — — 
tlas Copco compressor was only 15 (specify type of industry). Send me in- 
months. formation that shows what you can do in Street — 
this field. 

| ]l'm interested in. 
(specify type of product). Send me rele- ci. 

vant literature. 

|] Have your nearest representative call Country — 
me for a no-obligations discussion about 

a specific product. Phone — — 


City : 





In recent years, Atlas Copco has 
liso established itself in new areas such 
3 gas compression, the mining of soft 
)ck— including coal — and heat-energy 
'"COvery. 








The extra plus. 7 
Okay, now let's take another look at the = —  —  — ee — — — — — — _ — — — P 





























The Manila Hotel. 
It fails to live up to its reputation in only one respect. 


For seven decades, with luxurious service, Duke of Windsor — 
The Manila Hotel has met luxurious accommodation, perhaps even getting the 
the most demanding needs luxurious ambiance. same spectacular view 
of distinguished visitors And luxury prices. General MacArthur 
from around the world. The one reputation — commanded — can cost 
Heads of state, we don't deserve. you as little as $115 
royalty, legendary Because, surprisingly, a night. Yet you'll still 
generals, business tycoons, staying at the same hotel enjoy the pampered status 
sheiks, superstars of the as President Eisenhower other hotels reserve only 
entertainment world and Douglas Fairbanks, John for guests in royal suites. 
world sports champions. D. Rockefeller and the Staying in The Manila 
To a world of Hotel. 
travelers, The Manila It’s one luxury no one 
Hotel is synonymous can afford to pass up. 
^ 





WWF Kojo Tanaka BCI 


The 
Giant Panda 
needs your help 
tO survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that’s just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
One of a dozen incredible places you must see lives, ETT OF research into its dietary needs 

in the Orient gives you a fantastic offer and — —— possible alternatives, to discover 

from May 15 to September 30, 1986 the reasons for its low reproduction rate, to 
study the problem of internal parasites—all these 
factors and many more which threaten its 


survival. 
Recognition of the urgent need to solve th 


and other problems has resulted in a unique an 
historic partnership between WWF and the 
People’s Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money - your money. 














Our Summer Saver allows you to enjoy UMMEN, " 
any of our Superior de Luxe Park or Bay rooms 

or large Superior de Luxe rooms or Suites SAVER 
at 40% off our published rates. Simply fantastic! 

FOR RESERVATIONS 
Manila: Tel. 47-00-11 

Cable: MANILHOTEL 

Telex: ITT 40537 MHotel PM 
ETPI 63496 MHotel PN 

RCA 22479 MHC PH 


Please send contributions to the WWF 
National Organisation in your country or direct to: 


WWF International, 1196 Gland, 


UTELL INTERNATIONAL LTD Switzerland. 
PAL DISTRICT 





OFFICES WORLDWIDE 


WWF acknowledges the donation of this space by 
Far Eastern Economic Review 
Advertisement prepared as a public service by Ogilvy & Mather 
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SHIPPING 


Chinese maritime roulette 


Peking appears to be backing the rescue of a Hongkong company 


IBy Emily Lau and Nick Seaward 
oe Hongkong shipping community 

and its creditors have welcomed pro- 
Peking businessman Henry Fok's in- 
westment of US$120 million in the finan- 
«ially troubled Tung shipping group, 
"which has an estimated debt of more 
*than US$2.5 billion. Fok is a member of 
the standing committee of the Chinese 
People's Political Consultative Confer- 
ence and a member of the Basic Law 
Drafting Committee, a body appointed 
by Peking to draft a mini-constitution to 
be used by the Hongkong Special Ad- 
ministrative Region after 1997. He is 
also a director of China International 

rust and Investment Corp. 

A joint statement by the Tung group 

and Fok said the shipping industry was 


at the bottom of its historical trough and | 


Fok considered this a good opportunity 
to invest in it. Fok said he is convinced 
that when the industry revives, the Tung 
group will again be profitable. Fok, a 
casino tycoon, already has some links 
with shipping, albeit peripherally, via 
Shun Tak Shipping. 

As a result of the cash deal, which is 
contingent on the completion of a debt- 
restructuring programme, Fok will be- 
come a minority shareholder in two new 
companies to be formed by the Tung 
group: one in containers and one in 
newbuildings. The emphasis will be on 
container business, since it is one area of 
the ocean transport industry that re- 
mains reasonably profitable. The atten- 
tion to newbuildings is designed to ward 
off pressure from Japanese trading 
houses with vessels ready for delivery. 

Shipbroker Jeremy Hayley Bell ot 

atheson Chartering said if the as- 
sumption that it is Chinese money being 
injected into the Tung group is correct, 
itis a very encouraging move. —— 
is nota good word among bankers these 
days. But if China comes onto the scene 
as a new active member, banks may be- 
come more positive,” he said. 

Shipbrokers and bankers noted 
another interesting aspect of the move: 
that of China coming to the aid of the 
Taiwan Kuomintang-related shipping 
empire. It had to be done indirectly, 
through Fok, because Peking could not 
be seen to be investing in a company 
which has a major subsidiary, Chinese 
Maritime Transport, based in Taipei 
from which it charters significant num- 
bers of Taiwan-flagged ships. 

Apart from the political united front 
reasons, some bankers saw the invest- 
ment as China buying à stake in Hong- 
kong's only large container-shipping 
company. “One day after 1997, the 
Tung group's ships may fly the Chinese 
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flag, and the Tung group may merge 
with the national line, China Ocean 
Shipping Co. [Cosco]." said one cred- 
itor banker. Although Cosco runs à 
sizeable fleet of container ships itself, 
the Tung group's Orient Overseas Con- 
tainer Line is one of the pioneers of con- 
tainerisation in liner shipping and has 
considerable expertise in inter-modal 


| operations, which Cosco lacks. 


Last year China extended to the 
Tung group a standby credit line of 
HK$200 million (US$25.6 million) se- 
cured on the Wall Street Plaza property 
in New York. The Hongkong and 
Shanghai Banking Corp. group also 
made available a similar amount se- 
cured on the 11% holding of the listed 
Tung company Orient Overseas (Hold- 


FINANCIAL TIMES 


Tung Chee-hwa; Fok: good time to invest. 


t NE EE E Nó st" Ó t ——— Às—À——"ÀÀ — — MMMM 


The source said a debt-restructuring 
plan should be finalised by the creditors 
this month. OOHL chairman Tun 
Chee-hwa has been in Japan severa 
times to work Out a rescue plan, which 
may include a merger of OOHL and 
PTG under a holding company, with in- 
terdependent subsidiaries. 

In March Japanese trading house 
Toyo Menka issued two writs over the 
non-payment of a progress payment on 
two ships being built in Japan for PTG. 
Toyo Menka is also the contractor for 
another five ships due for delivery later 
this year to PTG. Hearings on the writs 
have been postponed to | May, and 
the Tung group is expected to con- 
test the application for summary judge- 
ment. 

A shipping source said Toyo 
Menka's action might be part of a proce- 
dure for the company to claim its mone 
back from the Japanese Export Credit 
Insurance Fund, rather than aimed at 
bankrupting the Tung group. which 
would not be to the creditors’ advan- 
tage. 

On another shipping front, credit- 

xw" ors of the financially trou- 
bled Hongkong-based 
Wah Kwong Shipping 
group were awaiting the 
release of financial in- 
formation from the Chao 
family and, more impor- 
tantly, to see how much 
the Chaos were prepared 
to contribute to bail out 


hos the group's US$824 mil- 


lion debt. 

Last month, Wah 
Kwong's creditors were 
offered a temporary in- 
terest-payment plan. 
Citibank, one of the credi- 
tors, also agreed to re- 
lease two arrested Wah 
Kwong ships. In late 





| ings) Ltd (OOHL) in Hongkong Inter- 
| national Terminals. 


The severe liquidity problem of the 
Tung group: became apparent in Sep- 
tember, when trading in the shares of 
OOHL was suspended, and financial 
advisers were called in to examine 


| OOHL and the so-called Private Tung 


Group (PTG) which controls the major- 
ity of OOHL stock (REviEW, 5 Dec. 
"85). 


Japanese shipping source said Ja- 

panese banks and leasing com- 
panies welcome China’s investment in 
the Tung group and are prepared to re- 
consider their investment in shipping. 
The source said three vessels — two 
container ships and a product carrier — 
are ready for delivery at Japanese ship- 
yards to the Tung group, which cannot 
accept them due to its financial trou- 
bles. Twenty-one other vessels are sche- 
duled to be delivered later this year 
from Japan and three from Taiwan. 


March, creditors were told 
the Chao family’s personal assets total- 
led US$28 million. 

Shipping sources said creditors want- 
ed detailed information on the personal 
holdings of the family as an indication 
that they would support a long-term re- 
structuring plan with their private as- 
sets. 

A Japanese source said: “It is a ques- 
tion of [the] attitude of the Chaos. 
Based on their attitude, the Japanese 
financiers will make their decision.” He 
added that the family was known to own 
a lot of jade and expensive antiques, 
and has substantial shares in Wah 
Kwong Properties. While it is not 
known how far the Chaos are prepared 
to dip into their private assets to bail out 
Wah Kwong Shipping, they have al- 
ready agreed to augment the US$10 mil- 
lion credit line to be provided jointly by 
Standard Chartered Bank and the Bank 
of Tokyo under the interest-payment 
plan, with another US$5 million of 
family money. 
























‘he long-running saga of the Hajira- 
E Bijaypur-Jagdishpur (HBJ) pipeline 
has taken yet another unexpected — 
and time-consuming — turn. The In- 
dian. Government has asked the four 
ontenders for the contract to build the 
.700-km natural-gas line to re-bid, in- 
d: new financing. offers. 

. The government said it was unable to 
decide on the bids previously submitted 
nce the four had reduced their prices 
nd improved their credit terms after 
aving tendered. India had promised a 
ecision by 31 December 1985, but ex- 
ended this until 24 March. Shortly be- 
e the delayed decision was due, the 
troleum Ministry asked the bidders to 
end their offers to 7 April. 

Of the four initial contenders, Con- 
dux of Mexico and Nova Corp. of 








ompetition. Thus the choice had nart- 
etti of Italy and another headed by 
pie Capag of France. Now, all four are 
1 the picture once again, and it is any- 
one’s guess as to when the decision will 
> made. Even before the call for new 
tenders, the project would have been 10 
months. behind schedule: work was sup- 
posed to have begun this month. 

~ The pipeline forms the gore 

vestment plans worth more 
billion in fertiliser, power a 
chemicals. Six fertiliser proje 
883. 6 billion which are to 
illion tonnes of fertiliser annually by 
988 are part of the downstream ac- 
ties linked to the pipeline. In addi- 
| three power projects involving in- 
vestments of US$1 billion and two 


B Meenakshi Behará in bóintáy and | Mohan F Ram in New Delhi 


| investment of US$400 nition are also 
on the drawing board. The boilers of the 
_ first gas-based fertiliser plant are due 
for firing early in March 1987. The ques- 
tion now is whether the pipeline will 

reach there on time. 


anada had been eliminated from the- 


sidies ne rapidly 


honours: SNAM Progetti along with sis- 


Originally the pipeline was to have 
reached Guna by this November. But 
that was when tendering for the project 
was split into six parts. Very effective 


lobbying allegedly by SNAM Progetti 


brought a change in government think- 
ing and despite bureaucratic support for 
the part-tendering system, the govern- 
ment suddenly decided early in 1985 to 
call for tenders to complete the project 
on a turnkey basis. 

Despite the furore that followed, it 
appeared the government had good 
reason for the change. Official sources 
pointed out that in. their opinion, 


neither the Gas Authority of India Ltd 
ved to a consortium led by SNAM. 


(GAIL), which is to oversee the project 
and operate it once complete, nor En- 
urit India, the prime consultants, 

had the requisite expertise for im- 
plementation of the project. 


oreover, with fertiliser. consump- 
tion growing at 20% in 1983-84. 

10% in 1984-85 and imports and - 
do: 

















to tolerate — on he front. bd 
By late August, the bids were al ii, 
with four-major consortia vying for the 


ter company Saipem and. the Indian 
pipe-laying expert, Dodsal: Nova Corp. 
with Majestic Contractors of Canada 
and Entrepose of France; Condux with 


tJ z4 The we t 












































was the Peet wont came next wi 


into pleading its case with the Petro 
















Rs 8.77 billion, SNAM Progetti thir ^ 
with Rs 9.63 billion and Nova Corp. wae 
highest at Rs 12.6billion. GAIL seeme: | 
to recommend the Spie Capag-led core. 
sortium — when its competitors protessié 
ed, backed by their governments. — —— 
The basic objection raised. agains 
the. Capag-led consortium was the 
NKK, which is to be entrusted with the, 
critical 640-km, 36-in. section of the pip 
laying, does not possess the experienc 
stipulated in the tender documents. . _ 
Consortium leader Capag. however 
points out that the requirement pertain 
to the consortium leader. | | 
Bharat Heavy Electricals (BH 
the Indian public-sector giant 
another member of the SNAM-led con 
sortium, pushed the Industry Ministre 












leum Ministry and GAIL. GAIL ha 
apparently asked the contenders tc 
make their bids with. compressors dris 
ven by aeroderivatric engines rathewi 
than conventional, industrial turbines... 

At the same time, bidders were called 
upon to “make maximum possible utilis 
sation of indigenous - manufacturing: 
facilities and other services." BHEL- 





. had tied up with a SNAM associate. 


company to produce. conventional, gas 


| turbines and compressors. 


Soft credits are obviously going, ‘tom 
play à very major role now. Here itap- 
pears that Capag may have an edge. 
SNAM"'s total credit package (at ap- 


proximately US$170 million) is far short: 


of the Nova Corp. offer of US$290 mil- 
lion and the Capag offer which com- 
bines French Government credits "ü 
Japanese concessional credits 

US$395 million. | : 
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HK$1.23b 
(US$157.7m) 


| usse. m) 
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NZ$1 9b 
(US$1.0m) 









S$33.45m 
(US$1 5. 5m) 


HK$13.7b 
(US$1.8b) 






HKS1 4i] 
(HK$1.26) 


ARIA EE arta 


i Won.05t 
| (US$1.2b) 


—— — — — 





| $$848.9m 
(US$393m) 


| Profit forecast for full year “about NZ$160m. One-tor-one 
| rights | issue offered. 


"Second: hal E n unlikely to improve because ase o ; 
continuing depressed property market. | 


ö— — —Miie⸗ööôůò — ôò ůæ—ÿÿÿůÿ— — —“ 


Profits exclude extraordinary gain of HK$59 million. € : 
results from airline and property divisions, which helped 
overall performance, are likely to continue in current year. 


ö— — Monn naain — — 


Good a with ambitious export plans. 


Loss compares with pr 






























iousprofitofS$11.18m. — ..- 


[ECONOMIC MONITOR 


Trouble on several fronts 


Si Lanka’s Finance Minister Ronnie 
"-X de Mel paihiéd' à sombre picture 
"when he spoke "fd "ambassadors of the 
aid-giving nations in Colombo on 19 
March. He admitted that the country’s 
economy was under great strain. On 
one hand, escalating defence expendi- 
tures were taking up resources; on the 
Other, government revenues were 
eroded by falling tea prices. 

But de Mel was not entirely pessimis- 
tic. The economic fundamentals, he 
said, were not in too bad a shape. A 
growth rate of more than 5% had been 
projected for 1986 and inflation was 
fairly firmly in hand. 

De Mel also said that he had agreed 
to release Rs 2.5 billion (US$91.4 mil- 

yn) over and above the Rs 6.2 billion 
efence allocation made in the calendar 
1986 budget. The allocation had already 
proved to be inadequate for the govern- 
ment's war against Tamil separatists in 
the country's north and east, he said. 

The 1986 defence allocation 
amounted to 17% of the domestic 
budget, excluding foreign aid. De Mel 
maintained that “not one cent of aid is 
allocated for defence. It all goes into 
development." 

Finance Ministry planners have al- 
ready warned that there 
will be a sharp reduction in 
government — capital-ex- 
penditure resources in 
1987, and has told senior 
‘bureaucrats that there will 
be a shortfall of about 
Rs 7.3 billion for on-going 
projects. 

Capital 


> pus 


resources in 
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1987 have been projected to shrink 
to Rs 18.7 billion from the 1986 level 
of Rs 22.9 billion, due to the commod- 
ity-price slump, increased defence 
spending, measures to control inflation 
and higher recurrent spending. Cost 
cuts were vital, the director of the Na- 
tional Planning Division has told capi- 
tal-spending ministries, and demanded 
that 1987 capital expenditure be trim- 
med by 25% from this year’s levels. 

A slowdown in capital spending ts in- 
evitable in the face of the country’s 
problems. Defence spending is expect- 
ed to rise, rather than fall. Tea prices 
are less than half what they were in early 
1985 and coconut prices, despite a 
bumper crop, are about a fourth of what 
they were a year ago. Rubber prices 
have remained static and tourism, 
which has suffered from the ethnic vio- 
lence, still shows no signs of recovering 
from the bad publicity. Foreign in- 
vestment, de Mel said, remains slug- 
gish. 

The economy is also bracing for a re- 
duction in remittances from Sri Lankans 
working in the Middle East, as oil prices 
fall. But the balance of payments has re- 
ceived unexpected support from the col- 
lapse of oil prices: the benefits of which 


THE DEFICIT PICTURE 
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Australia 


SRI LANKA 


1 |'have not been passed on to consumers 


by a government that needs to boost its 
revenues. | 

The finance minister admits that the 
debt-service ratio has reached a danger- 
ous level. With 20% of gross domestic 
product going into debt service, de Mel 
has been fighting hard in the cabinet to 


keep a check on commercial borrowings. 


of state enterprises. 

Some government-owned business- 
es, including Air Lanka, the national 
carrier, have become a huge drain. The 
commercial borrowings of the Ceylon 
Shipping Corp., the state-owned line 
which borrowed for fleet expansion 
shortly before the international ship- 
ping recession, and some other state 
corporations, such as one in the cement 
industry, have been giving the Treasury 
headaches. 

De Mel has fought for and won a 
cabinet decision that no state enterprise 
can borrow in the future unless it can 
service its loans with its own earnings Or 
savings. De Mel recently told an inter- 
viewer: “I hope this decision will be 
strictly adhered to as our debt-service 
ratio can otherwise increase to levels 
that are unsafe and imprudent." 

Despite the government's claim of 
holding inflation down to single-digit 
levels in recent months, a boast that 
most housewives going to market will 
dispute, the government 
has been beleaguered with 
wage-increase demands 

of from its employees. A 
AWA| revision in September has 
— — 4 been promised. But find- 
ing the money is going 
to be very difficult for 
the Treasury. 

— Manik de Silva 
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' chalk up hefty gains. 


HONGKONG: Trading was quiet ahead of the 
long Easter holiday weekend as most punters 
stayed on the sidelines. The period saw the end of 
he four-exchange system on 27 Mar., with a new 
unified exchange set to open on 2 Apr. Strong cor- 
porate results from a number of second-line com- 
panies and blue-chip Swire Pacific helped market 
sentiment, but news of more failing local banks 
Offset any gains made in the three-day trading 
.— period. A decision by the Hongkong Association 
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of Banks to raise local prime by one percentage 
point to 8% on 27 Mar. is likely to add to the 
gloom. The Hang Seng Index closed the period at 
1,625.94, down 9.35 points. 
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TOKYO: Moves to cool down the market by tight- 
- ening margin and collateral requirements failed to 
— discourage speculators. The Dow Jones Average 
‘soared to a new high of 15,859.75 points on Ef 
Mar. Volume rocketed to 1.91 billion shares on 27 
Mar., and the average daily turnover was a hefty 
1.06 billion shares. Strong indications of a double 
general election in June fuelled rumours that secu- 


ities companies were pushing selected “political 














stitutions were active buyers along with Japan- 
ese trust funds. The domestic-demand theme pre- 
dominated. 


AUSIMALIA: After hitting record levels early in 
the period, the markets experienced one of the 
largest single-day falls in the stock exchange's his- 

on 26 Mar. as profit-takers wiped A$3.12 bil- 











of aggressive buying from life-assurance compan 
National Mutual. These factors prompted a 36% 
crash in the All-Ordinaries Index, but it was fol- 
owed by a correction, which saw the index finish 
he holiday-shortened period 19.5 points lower at 
,13€ .5. The high-flying Metals and Minerals 
ndex slumped 22.3 points over the period to 580.5 
iile the All-Industrials Index was not as badly hit 
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NEW ZEALAND: In this holiday-shortened 
period, profit-takers entered the market after the 
previous period's strong gains. The market closed 
on a weak note with profit-taking in entrepreneu- 
rial stocks but there was continuing corporate ac- 
tivit ex institutional interest in the leading in- 
dustrials. 








SINGAPL RE: The market moved in tandem with 
Kuala Lumpur, notching up sizeable increases 
during the first two days of the period. Profit-tak- 
ing then set in and together with unease over the 
hitch in the political settlement of the Sabah un- 
rest, this served to wipe out all the 
. period. A spectacular pre-tax profit increase an- 
. nounced by United Industrial Corp. prompted 
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MC ST markets in Asia gained in the period to 31 Mar. despite substantial profit-tak- 
_ ing. The Easter holidays shortened trading for a number of markets. Japan continued 
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heavy turnover in that counter, but with the mar- 
ket closed on 28 Mar. and bad news from Kuala 
Lumpur after the weekend, investors turned 
bearish and Fraser's Industrial Index closed only 
16.75 points up at 3,413.17. The average daily vol- 
ume of shares traded was 11.4 million. 


KUALA LUMPUR: The market experienced one 
of its strongest rallies this year, with Fraser's In- 
dustrial index surging y 85 points in the first two 
days of the period before pose set in. 
News of an possible political solution to the vio- 
lence in Sabah encouraged the market, and indus- 
trials were very much in demand. News of the sus- 
pension of broker Razak & Ramli after the 
weekend caused a sharp turnaround and the index 
finished only 59.23 points up at 2,208.69. Volume 
was much healthier, with an average of 14.3 mil- 
lion shares traded daily. 


SEOUL: The boom continued as the composite 
index prepared to pass the 200 mark, closing 
at 199.76, up 7.45 points from the previous period. 
Average daily trading volume rose to 46.9 million 
shares, up 8 million shares from the previous 
period. Spirits were buoyed by fresh government 
announcements over cuts in energy prices, and 
word from Daewoo Heavy Industries that it will 
soon issue a convertible bond overseas. Rising the 
furthest was electrical machinery, which was up 
32.84 points, followed by transport and storage, 
up 25.27 points. Machinery and fibres also per- 
formed well, while rubber and beverages fared 
worst, off 4.46 and 4.23 points respectively. 


MANILA: Higher closings lifted average daily 
turnover by 40.6% to P12.35 million 
(US$619,045), despite a 46% drop in total volume 
in the shortened period. Favourites Globe Mac- 
at and San Miguel B were among the few losers, 
holding the rise in the commercial-industrial index 
to 1.98 points to 230.26, while the mining indi- 
cator rose 38.49 to 1,049.03 behind solid gains by 
Philex, Lepanto and Atlas. The oil gauge inched 
up 0.002 to 0.789 on slow trading. 


BANGKOK: The market extended its losses in the 
absence of trading interest. The Book Club Index 
was 0.16 point off on the period to finish at 117.18. 
Falling issues outperformed rising ones by 22 to 15 
while 59 were unchanged. Leading the gainers was 
Singer. Thai Rayon suffered the most losses. 
Total turnover dropped to 736,230 shares, valued 
at Baht 89.68 million (US$3.4 million). 


TAIPEI: The market extended its decline as large 
numbers of mon. taking, small investors sold off 
shares they had bought near the weighted price 
index's recent high of 980. On the period, the 
index fell 15.41 points to 926.13. One factor con- 
tributing to the recent volatility is heavy margin 
trading by new investors trying to cash in on 
Taiwan's economic upturn. A small dip in the 
index sends them rushing to sell, however, in 
order to recoup and repay their margin. Volume 
daily trans- 
actions at NT$2.07 bil 
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Asia is home to more than half of mankind. Every day, 
events are happening here that not only shape the re- 
gion's future but affect the entire world. The Asia 1986 
Yearbook does more than cover these events — it com- 
piles, analyses and interprets them. No businessman 
can afford to ignore them. Nor can any professional or 
scholar or anyone who has dealings with Asia. Decide 
for yourself whether any other single medium puts the 
economic, social and political realities of Asia at your 


_ fingertips as does the Asia Yearbook. 


Now In Its 27th Edition 

The Asia 1986 Yearbook, now in its 27th year, is bigger 
and more comprehensive than ever before. Matching 
the rapid pace of Asian development, it goes into great- 
er detail, with greater insight — a book which everyone 
who needs to know about Asia must have on the book- 
shelf. 


Features 
The Asia 1986 Yearbook includes two new chapters — 


covering a historic year in South Asia, and analysing US 


involvement in Asia — but you will find familiar chapters 


‘and features as well: a portrait of The Region, The 


Power Game, Population & Food, Development Banks, 
Investment, Commodities, 
Energy, Aviation, Shipping, Fishing, Trade & Aid, the 
Pacific, Asian & Pacific Organisations, and a round-up 


. ofthe year's news stories. 


_ As in the past, the Asia 1986 Yearbook has an abun- 
. dance of charts, tables and graphics to illustrate the 


material, including a full military profile of each regional 


A. country. 


The main body of the book contains chapters on 31 
countries, ranging from Afghanistan to Japan, from 
China to New Zealand. 


— Country-by-Country Analysis 


Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure, complete with a map and lists of 
leading public officials. The Asia 1986 Yearbook gives 
you localised, first-hand information on everything from 
market potential and population trends to foreign aid in- 
pomem and social and cultural landmarks. Each 
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country chapter has a Databox giving essential vital 
statistics. And there is also a statistical round-up com- 
piled against a master questionnaire provided by Year- 
book experts. 


How We Did It 

Published by the Far Eastern Economic Heview, the 
Asia 1986 Yearbook is the result of thousands of man- 
hours of work during the year. Every week, the Heview's 
correspondents file on-the-spot reports from every 
major Asian capital and every area of interest through- 
out the region. This leading team of writers, analysts, 
experts and research staff contribute (as they have reg- 
ularly for 27 years) to keep the Asia 1986 Yearbook on 
top of events. To give you Asia minus the mystery, 
minus the myth. To give you Asia as only the Far East- 
ern Economic Review can. 


Soft Cover: HK$170/US$23.95/£20/S$49.50/M$56.50 
Hard Cover: HK$200/US$27.95/£23.75/S$58.50/M$67 
For airmail delivery, please add: 
HK$55/USS7/£5/S$15/M$17.50 per copy. 


WO eee eh S. 


To: Publications Division, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hongkong 





Please rush me copy/copies of the Asia 1986 Yearbook as 
indicated. | enclose a cheque/postal order for ——__ 





Name 


Address _ 


City | l |... Post Code 


Asia 1986 Yearbook (Soft Cover) 
Price: HK$170/US$23 95/£20/S$49 50/M$56 50 each 


No. o cG LL — L] by surface O by airmail* 
Asia 1986 Yearbook (Hard Cover) 
Price: HK$200/US$27 .95/£23.75/S$58.50/M$67 each 
No. of copies O by surface L] by airmail* 
*For airmail delivery, please add: 
HK$55/US$7/£5/S$15/M$17.50 per copy 
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Bu trade plays an important role 
in the economy of remote Gilgit, 
tucked away in the northeastern corner 
of Pakistan's wild and unruly North- 
West Frontier Province. 

The 1,454-m high Gilgit Valley, 
which nestles between the bleak snow- 
capped peaks of the eastern spur of the 
Karakorum Range, for centuries has 
been a principal trade route between 
Turkestan and the Indus Valley king- 
doms. Completion of the 753-km 
Karakorum Highway seven years ago, 
connecting Pakistan with China’s Xin- 
jiang province, has further cemented 
trade ties. 

Barter trade between Gilgit and the 
ancient city of Kashgar in China’s cen- 
tral Asian province of Xinjiang, annu- 
ally amount of Rs 5 million (US$312,500). 
The Barter Trade Society of Gilgit, with 
a membership of between 300 and 400 
local merehants oversees this trade 
through its 10 directors, who are elected 
every two years. | 

Twice a year the three-day, 270-km 
journey to Kashgar is made in a fleet of 
14 gaudily decorated lorries. The ex- 
change is made after negotiations with 
the local Chinese Government organi- 
sation. Gilgit offers cigarettes, dried 
fruits and cloth, and in return receives 
Chinese silk, bicycles, quilts, furs, 
vacuum flasks, crockery and agricultural 
implements. After a week-long stay, the 
convoy makes the dangerous return 
journey over the 15,800-ft Khunjerab 

ass along the Karakorum Highway. 

Commenting on life in Kashgar a 
Muslim Gilgit trader remarked in as- 
tonishment — “Women in Kashgar are 
so free — they even ride bicycles!" 

The atmosphere of Gilgit is, not sur- 

risingly, that of a frontier town. Off its 
ong, dusty main street bazaars are full 
of Chinese produce, Russian cloth, polo 
sticks and balls — polo is a local passion 
— dried fruits and nuts, cooking oil, rice 
and lentils, hand-spun woollen shawls 
and silverware. Also on sale are simple 
agricultural tools, rope, bandoliers, and 
holsters for the guns no one is supposed 
to carry. Gilgit is a centre of trade for 
the inhabitants of isolated valleys in the 
old kingdoms of Baltitistan, Hunza, 
Nagar and Punial. 

The faces of the men — for rarely is a 
woman seen shopping in the streets of 
this strict Muslim society — reflect this 
crossroads of central Asia. Traces of 
Greek, Persian, Turkic and Chinese 
features are visible. Many inhabitants 
are fair-haired and bearded, blue-eyed 
and light-skinned. 

Turkic Uighurs squat beside their 
shashlik stalls; Kirghiz nomads from the 
Little Pamirs wander the streets with 
lengths of rope over their shoulder; tall 
Hunzakut farmers in white woollen em- 
broidered coats with long flapping 
sleeves inspect knives and tools. Shina, 
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Pushtu, Kashmiri and Burushaski are 
the common languages of the bazaar. 
In the days of the British Raj, the 
Gilgit region played a strategic role in 
the "Great Game" — the Cold War be- 
tween Russia and Britain in their strug- 
gle for control over the Subcontinent 
during the late 19th and early 20th cen- 
turies. [t became the stalking grounds 
for explorers-cum-spies from both 
camps. In the small foreigners’ ceme- 
tery in Gilgit is a memorial to one such 
character, George W. Hayward, gold 
medalist of the Royal Geographical So- 
ciety of London, whose lifestyle was the 
epitome of Lord Salisbury's declaration 
that it is "the Englishman's right to get 
his throat cut where and when he likes." 


Gilgit inhabitant: frontier : 





Hayward was “cruelly murdered at Dar- 
kot, 18 July 1870 on his journey to 
explore the Pamir Steppe,” according to 
the stone inscription, 


he old British residence of the Gilgit 

Agency, where hospitality was 
warmly offered to weary travellers from 
Chinese Turkestan, is now the official 
residence of the chief administrator of 
the region. Occupying prominent loca- 
tions in the town are the newly finished 
mosque and the polo stadium donated 
by the Aga Khan. 

Building of the Karakoram High- 
way, through some of the most inhospi- 
table terrain in the world, was under- 
taken jointly by Pakistan and China. 
Pakistan army engineers constantly pat- 
rol the road keeping it clear of the year- 
round rock falls, and maintaining it dur- 
ing summer thaws and extremes of tem- 
perature, which break up the surface. 







Travelling west of Gilgit towards thes 
Chinese border, the remains of the olc 
pathways clutch at the rock face on thc 
opposite side of the Hunza River. Thesc 
were often no more than logs held dowr 
with rocks precariously balanced over 
yawning crevices thousands of fees 
above a fast-flowing river. 

It was this kind of inaccessibility 
that, for centuries, left the small king- 
dom of Hunza to its own devices 
which included an almost constant state 
of warfare with the neighbouring king- 
dom of Nagar. 

In 189] the British sent an expedi- 
tionary force of 1,000 men to quell the 
Hunzakuts. The British, before routi 
them, found 7-lb guns no match f 
rocks and resinous fireballs hurled at 
them from mountain retreats. 

In the 19th century, Hunza pre- 
sented annual gifts of gold dust and local 
cloth to the Chinese governor at 
Kashgar and, in exchange, received 
silver, silks, carpets and tea far exceed- 
ing the value of the Hunza "tribute." 
This exchange appears to have been an 
attempt by Chinese authorities to buy 
off Hunzakut raiding parties. The king- 
dom of Hunza also possessed summer 
pasturage on the Chinese side of the 
border. In 1847, the Xinjiang au- 
thorities requested their help in putting 
down a rebellion to the south of 
Kashgar. For this service, Hunza re- 
ceived extensive grazing rights near 
Yarkand. 

The Mirs of Hunza ruled over this 
land of apricots — a staple food — until 
1974, when then Pakistan president 
Zulfikar Ali Bhutto abolished the J 
princely state and the right of its ruler 
collect taxes. The present Mir is a 
member of the Pakistan Parliament 
and receives a fixed government sti- 
pend. 

The people of Hunza are Ismailis 
followers of the Aga Khan — and there 
is abundant evidence of the activities of 
the Aga Khan Foundation in the form of 
rural support associations, health and 
educational services. As Ismailis the 
Hunza men were permitted to drink al- 
cohol and have traditionally drunk 
"Hunza Water" made from apricots. 
However, prohibition introduced in the 
increasing Islamisation of Pakistan has 
given rise to bootlegging. 

Most of the tribes on this vast north- 
ern region of Pakistan claim descen- 
dancy from the Greek soldiers of Alex- 
ander the Great; whether or not this is 
true, Sikander (Alexander) remains 
one of the most common names. 

— Judy Bonavia 
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The European 
Connection 


A Region’s potential as a 
manufacturing and commercial base 
is only as good as its connections 
with the national and international 
markets it serves. In this context the 
North of England is ideally placed to 
serve national, European, and world 
markets. A national network of 
motorways and expressways links 
the major industrial and commercial 
centres with the port and airport 
facilities in the Region. 


This superb regional infrastructure 
ensures close co-ordination between 
suppliers and end users. Road, rail, 
sea and air links have allowed the 
North East to-generate a high 
proportion of export oriented 
industries with positive skills and 
attitudes. Well over 20 companies 


from Japan, Australia, Singapore and 
Hong Kong are convinced that the 
North East is the right location for 
their business in the UK. The major 
industial centres provide substantial 
advantages and modern industrial 
development is welcome. The North 


of England Development Council have 


the right connections for your project. 


The North of England 
Development Council 


John L. Hobbs, Director 
The North of England 
Development Council 

Bank House, Carliol Square 
Newcastle upon Tyne 

NEI 6XE, England 

Tel: (091) 261 0026 

Fax: (091) 232 9069 «e 


Telex: 537212 > 
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here are lots of potential users for a dedicated 
communications network. Such as railways. 


offshore companies, mining operations, oil gas 


producers and power companies. 

The problem is that no one has been able to de- 
liver a really complete dedicated network. Until now. 
A Nokia dedicated communications network 
vives you everything you need. Voice communications. 
Data communications. Telecontrol. Video communi- 
cations. All from a single supplier who delivers every- 
thing from planning, analysis and implementation to 

network operation and maintenance. 
Technologically. we're years ahead of the compe- 
tition. We firmly intend to stay there. 


Our dedicated networks combine advanced digi 
technology with branching facilities that permit 
total utilization of network capacity. Which means 
cost-effective operations 24 hoursa day. And every o 
of the components in our networks is in service toda 

Nokia networks are also future-proof. Standarc 
interfaces and highly modular design enable us to 
deliver networks that can be adapted and modified 
to meet changing needs, year after year. 

We can run any type of link, such as cables, op 
tic fibers or digital radio. You get full data commu- 
nications—not to mention video, telex, telefax, telete 
electronic mail and virtually anything else in the 
modern communications environment. Including 





mae world's most advanced mobile telephone. 
Nokia networks are built for controlled growth. 
Mart with the system you need today, and expand 
as conditions change. The system grows to fit your 
»eeds—not vice versa. 
WHO IS NOKIA? 
We're a Fortune 500 company and one of the 
^ading industrial groups in Scandinavia. Nokia 
mploys 30,000 people worldwide and has an 


nnual turnover of USD 2.2 billion. 


Our state-of-the-art expertise ranges from infor- 
@nation systems and dedicated ne — to public 


snd mobile telephone systems. 
We pioneered digital transmission in the late 


1960's, and in 1982 we installed the first fully dig- 
ital local exchange in Europe. 

Our customers have specific problems that 
demand specific solutions. Like the systems we ve 
designed over the past two decades in more than 35 
countries, including Hong Kong. Singapore, Indonesia. 
Australia and the People's Republic of China. 

So if telecommunications is one of your top 
priorities, give us a call. We've got the answer. 


NOKIA 


a ARTEI KAR FAIR 
107 Tia 124442 
NRECTOR THOMA 


VERS. SINGAPORE 0923 TEL 733 0922 La RS 50160 N 








Growth Op) 


PRIVATE BANI 


t American Express Bank we believe that 

yesterday's concept of *private banking" no 
longer meets the needs of today's complex world. 
And so our approach to private banking is as 
different, as innovative, as our bank itself — in a 
number of ways. 





For example, we are one of the very 
few banks that specialize in serving 
international clients, and we have over 
65 years of experience in this field. 
Today, with 82 offices in 39 coun- 

tries — one of the world's largest 
banking networks — we are 
present in all the key 
financial centers 

of Europe, Asia and 
Latin America. 






















American Express Bank Lid. An American Express company 

American Argentina Cayman France Indonesia — Lebanon Panama Switzerland ^ United International 

Express Bank Austria [slands Germany Italy Mexico Philippines Taiwan Kingdom Headquarters: 

offices: Bahrain Chile Greece Ivory Coast Monaco Singapore Turkey Uruguay American Express ' 
Bangladesh Denmark Hong Kong Japan Netherlands Spain United Arab Venezuela World Financial Cx 


Brazil Egypt India Korea Pakistan Sri Lanka Emirates New York 10285-21 












d, through American Express Bank Inter- 
ional, we now serve international clients in the 
jor rU. S. gateway cities of New York, Miami 

i Lo os Angeles. 


Investment opportunities 
“Moreover, we offer an exceptionally broad spec- 
trum of services. For example, we not only assure 
full-time, professional portfolio management, we 
also give you access to the special investment 
opportunities available through the worldwide 
American Express family of companies. Result: an 
unequaled choice of ways to — your assets 
and make them grow. 


Exclusive services 
In addition, we also provide a number of services 
available only through American Express Bank. 
These include American Express Bank Gold 
Card? privileges and our exclusive, round-the- 











21aí/86 





clock Premier Services" for the business and per- 
sonal travel needs of certain clients. 

To help you benefit from this broad array of 
services, we assign one of our Account Officers as 
your personal advisor. An experienced profes- 
sional, he coordinates American Express Bank's == 

global resources on your behalf, supported by o ans us 
of today’s most advanced telecommunications and — 
computer networks. 

Private banking re-defined, by American Express 
Bank : personal, innovative, fine-tuned to the special 
needs of international clients. For more information 
on how this unique concept can help you reach 
your financial goals, contact us today.-In Hong 
Kong, n a pes 06 88; in Singapore, 226-6550. 


| American Express Bank Ltd. is a wholly-owned sub- 


sidiary of American Express Company, which bas assets 
of more than USS70 billion and shareholders’ equity in 
excess of USS5 billion. 








AMERICAN 





EXPRESS 





BANK 





Exceptional service in private banking 


New York 








American Express Trade Development Argentina Switzerland Trade Development 

Bank International: Bank offices: Bahamas United Kingdom Bank, Geneva 1204 Geneva _ 
Los Angeles Brazil Head Office: Switzerland. 
Miami Luxembourg SE 










96-98, rue du R 





Very lonely indeed, if family and friends 
have been left behind 

The United Nations High Commissioner 
for Refugees needs your help to give 
refugees a feeling of belonging. This 


Ux I advertisement isn t asking for your money 
4 Just for your compassion and understanding. 

N | To help, please contact the UNHCR Office 
iN! — in your country or a voluntary agency which 


is concerned with refugees 












IN A CITY WHERE 
IMPECCABLE SERVICE 
IS AN ART, ONE HOTEL 
IN SHINJUKU CONTINUES 
THAT TRADITION. 


2 The Osaka Hilton International will 
ES open on September 10, 1986. 


= For reservations, call your travel agent, 
Z any Hilton International botel or Hilton 
Reservation Service 


OKYO HILTON INTERNATIONAL 
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SERVES BUYERS BEST 
IN ASIA? 
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gether for You! 


ow Be Done in a Single Day 


The Taipei World Trade Centers Trade meter central atrium which rises to a height 
Mart/Display Center, Asia's largest and newest of 46 meters, the Mart is an exhibitor's 
state-of-the-art exhibition complex, saves you paradise. Here you'll have the opportunity to 
both time and money. Some 3,000 leading meet and mingle with business executives from 
Taiwan importers and exporters are all over the world at any of 30 trade shows 
represented here, all under one roof. The and exhibitions held annually. 

Taipei Trade Mart/Display Center has 1,069 

showrooms and 2,000 permanent display If you want to do business in Asia, save time 
booths. With its magnificent 33300 square and money, see us first! 





Your window to Taiwan. Ours to the world 





wat TRADE CENTER 


siny: R ion 5, Taipei, Taiwan, ROC 
Tel(02)7251111 Telex 28094 TPEWTC & 10571 TPEWTC 
Operated by 
China External Trade Development Council 
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FarEastern Economic Legacy of the Cronies 


JAPAN: 


Tokyo Reflates 


THAILAND: 


Building Total Defence 
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Australia A$2.50 — Bangladesh Taka 30 — Brunei B$4 — Burma Kyats 5.50 — China US$2 — Hongkong HK$15 — India Rs 24 — Indonesia Aps 2000 — Japan * 6650 — Korea Won 1500 
Laos US$2 — Malaysia M$5 — Nepal Rs 22 — New Zealand NZ$3 — Pakistan Rs 22 — PNG Kina 2 — Philippines P20 — Singapore S$4 — Sri Lanka Rs 30 
Taiwan NT$70 — Thailand Baht 40 — U.S. Armed Forces US$2.75 
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Who brings 

the world’s toughest - 
business questions 
down to earth? 


No business is immune to tough 
questions. And whether the questions 
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_ Daewoo consistently proves its exper- 
E e OF ane: from 








So, if you've got a tough business 
question, get the answer. Telex 
DAEWOO K23341-4, or write C.PO. 
Box 2810 or 8269, Seoul, Korea. 
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EXECUTIVE 
BUSINESS SERVICE 


MAKING THE RIGHT 
BUSINESS DECISION 


Choosing the right hotel for 
your business executives is very much 
a business decision 
So we've arranged a programme tailored to 
busy schedules. Pre-registration, No Stop 
Check-Out" plus a year-round 
preferred rate for deluxe accommodation 
And more 
Decide now to get the facts on our 
Executive Business Service programme 
Complete the coupon below or call 
.any Hilton International hotel 


Bangkok 
Hong Kong 
Jakarta 
Kuala Lumpur 
Petaling Jaya 
Singapore 
| Taipei 
| Tokyo 


EBS Programmc 

Hilton International Singapore 

581, Orchard Road, Singapore 0923 
Please provide me with EBS brochure 


Name 





Company 


Address 

























Not all countries have the same prob! 
Big or sm: 


ll we solve them all. 


Energy policy of every country must take into consideration geographical, 
industrial, economic and social criteria. Countries without any energy 
resources have to base their energy independence on electronuclear program. 
Other countries with coal and oil resources will consider nuclear energy only 
as an additionnal security. In both cases, countries will have to deal with basic 
matters: construction of nuclear plants, uranium supply, implementation of 
all the nuclear fuel cycle activities. They will find a great benefit in dealing 
with specialists for education and training programs in various fields: uran- 
ium mines, production units or fuel storage. Together, let's split the bigger 
problems in smaller ones. First of all, if there is some uranium in the country, 
should it be mined? If you choose to rely on your own resources, you may have 
to set up agreements for exploration services, mine engineering. and ore 
processing. Otherwise, examination of international uranium market mecha- 
nisms will bring other questions: how to secure long term supplies? W 'hat kind 
of contract should be negociated? For the enrichment step, how to select areli- 
able supplier and manage a procurement based on stable commercial criteria? 
Then, for the manufacturing operations of the fuel cycle, let's study the 
local possibilities. Finally, last but not the least, what are the options for 
the spent fuel? And what about the answers? Big or small, Cogema has 
solved successfully all these problems for itself and some partners. With 
you, Cogema is ready to share its experience and find out the answers. 

















COGEMA 


The nuclear fuel company 
2 rue Paul Dautier. BP n? 4, 78141 Vélizy-Villacoublay. Cedex France. 
Tel. 33 (1) 39469641. Telex Cogem 697 833 E 























[LETTERS TO THE EDITOR 








The right profile 

I have always been interested in David 
Bonavia's articles, and I fully appreciate 
his review of Zhou Enlai, a Profile 
[BOOKS, 6 Feb.]. In my opinion, 
Bonavia's understanding of communist 
China is much better and deeper than 
many native Chinese. 

A native Chinese not necessarily 
understands China: Can you say those 
mainland Chinese who for more than 30 
years blindly followed the communist 
line at every step — "Long live Chair- 
men Mao and Liu," "Down with Liu 
Shaoqi,” “Long live vice leader Lin 
Biao,” "Down with Lin Biao,” “Vehe- 
ment criticism to Deng Xiaoping," 
"Support the leadership of Deng Xiao- 
ping" — really understood anything? 
They might have constituted the major- 
ity of Chinese people, but still that 
doesn't mean anything. 

The reason I like to read the REVIEW 
and like to read Bonavia's articles is just 
because they provide insightful knowl- 
edge and intellectual analysis about 
China, not because they can please 
someone or aggravate someone. Chin 
Chi's blame to Bonavia [LETTERS, 27 
Mar.| is groundless. He is especially 
subjective to assert that few Chinese 


London's most 
famous hotel. 


The Dorchester. 


The epitome of British tradition is 


AVX KLAND. BANGKOK BEVERLY HILLS CHICAGO. DUSSELDORF FIL. HONG KONG. KUALA LUMPUR. LONDON MELBOURNE NEW YORK. SYDNEY 
LONDON 01-629-8888, TELEX 887704; HONG KONG 3-663361; SINGAPORE 7373555. 


MEMUÜFR rro Horis 








would tolerate Bonavia's use of the 
word "fawning" in describing Zhou's re- 
lationship with Mao. 

I am a Chinese. I think Zhou should 
be responsible for almost all the vicious 
policies that Mao designed. It was Zhou 
who not only helped to raise Mao to the 
highest position in the 1930s but has 
ever since consolidated Mao's rule. Of 
course, personally, Zhou wasn't as bad 
as Mao, and as a man with very complex 
characters he had some positive qual- 
ities. Whoever (including Chin) wants 
to adore Zhou or to curse Zhou, that's 
his or her choice, but please don't force 
his or her own view upon others — and 
please don't claim to represent the feel- 
ing of the majority of Chinese. 

Santa Ana, California Yi-ling Wang 


Column concern 


We read the article entitled Bending 
with the wind [13 Feb.] with concern 
and would like to let you know that the 
aragraph reporting the termination of 
Ha Kung’s column in the Ming Pao 
Daily News is entirely groundless and 
has no factual justification. 
We had issued a statement concern- 
ing the termination of Ha Kung's col- 
umn on 4 October 1985 when Cheng 




















In the heart of Mayfair 
stands a living tradition. 
The Dorchester. 

A Regent hotel. Here, 
you'll find the highest 
standards of service and 
cuisine in London. 


The Dorchester 


A REGENT * INTERNATIONAL HOTEL 
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Ming Monthly published an erroneou: 
article on the matter last year. Mens 
Yu, the writer of that article had pub. 
lished a letter of apology in the Novem: 
ber issue. We are surprised that you 
have overlooked the above material: 
which came to light when you publishec 


your article. Y. S. Poor 
Edito! 
Hongkong Ming Pao Daily News 


€ See ARTS & SOCIETY, page 98. 


Pride of the young 


As a high school student, soon to be a 
college student, I am just one of many 
younger-generation native Taiwanese 
concerned for Taiwan and its future. 

Although there are many clubs and 
organisations in the US, Canada and 
elsewhere preserving and promoting 
Taiwan’s culture and language, there ‘ 
lamentably little reported about th. 
Taiwanese people or the Taiwanese in- 
dependence movement. (At a recently 
held meeting of the World Federation 
of Formosan Clubs, in Japan, there was 
a strong turnout of Taiwanese op- 
positionists. ) 

Most Taiwanese, whether in Taiwan 
or elsewhere, are proud of their heri- 
tage — regardless of the many Kuomin- 
tang (KMT) government attempts to 
wipe out the national identity and lan- 
guage. 

I believe that I speak for the majority 
of Taiwanese when I say that no matter 
how many threats of blacklisting by the 
KMT, the new generation will not let 
the sacrifices of our forefathers in the 
cause of democracy in Taiwan go in vain. 
Monmouth, 


New Jersey 'Concerned Taiwanese' 


The larger picture 
I fully sympathise with Farida snc 
[LETTERS, 13 Mar.] for being disil- 
lusioned with Berjaya, for the party's 
action in aligning itself with the United 
Sabah National Organisation (Usno) to 
fight Parti Bersatu Sabah. It is all very 
depressing and a sense of betrayal must 
take hold in such circumstances. But if 
Stephens were to look at the picture a 
little more closely, and in the process, 
try to put personal considerations aside, 
surely she must admit that her disillu- 
sionment, at best, is really nothing but a 
product of some misconceived ideas. 
Berjaya, after all, was a breakaway 
party — one from the parent body, 
Usno — and one would assume, as such, 
that it was not policy differences that led 
to the parting of company. Indeed, Ber- 
jaya's "idealistic incipience" was only a 
ploy to attract support from the people 
who had been waiting for a chance to do 
Usno in. In the event, the ploy was un- 
necessary: aided and abetted by the fed- 
eral government, which in fact was Ber- 
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WE WERE THE FIRST. 
AND WE ARE THE FUTURE. 


MD-11: ThE Widebody that widens 

profit margins. With our DC-3, commercial 
aviåtion became a profitable proposition. Qur 
new MD-11 increases profitability much more. The 
MD-H combines the reliability of proven tri-jet 
design with the best of new technology: Digital 
cockpit improvements that allow a flight deck crew 
of two. Wing-tip winglets and a smaller, lighter 
horizontal stabilizer that help increase range to 
6,700 nautical miles. Advanced high-efficiency 
engines and more. The net result: Operating costs 
35% lower per trip than those of four-engine 
widebodies now in service. The new MD-11. It's 

a three-engine profit center. 


© 1986 McDonnell Douglas Corporation |». O ! y X7 








Celebrate 
The Difference. 


Comfort. It’s the little touches we 
put in to make you feel really at 
home. The thoughtfulness that 
says you're always our guest-of- 
honour. Warm, friendly and 
attuned to your needs, Pan Pacific 
Kuala Lumpur is the difference 
you'll not find elsewhere. 

From the very moment you step 
in, our attention is focussed 











on your well-being. All the way. 
Pamper yourself. Celebrate the 
difference with us. 


600 Rooms € Six Restaurants and 
Bars € Convention Facilities € 
Business Centre € Health and 
Recreation Centre € Swimming 
Pool @ Shopping Arcade e 
Limousine Service 


SW) PAN PACIFIC 


KUALA LUMPUR 
For reservations, call: 03-293-5555, 293-6555. 
Telex: MA 33706 PPHTKL. 
Post Code: 50746 Kuala Lumpur. P.O, Box 11468. 


Sydney, Australia (02) 264-1122 


Singapore (02) 296-8678 
Hong Kong (5) 891-1391 
Tokyo, Japan (03) 214-3001 
London, U.K (01) 491-3812 


Los Angeles, USA FIT (800) 663-1515 


Group (800) 538-4040 


PAN PACIFIC HOTELS 


Singapore € Pangkor € Malacca € Penang @ Vancouver e 
Auckland € Sari Pacific Jakarta € Sonargaon Hotel Dhaka 
* Hotel Le Lagon € Kyongju Tokyu Hotel € Palau Pacific 
Resort € Indra Regent Hotel € Royal Cliff Beach Hotel 








java's raison d'être, Tun Mustape 


Harun and his party were doomed frc 
the start. 

Nor should Stephens be surpris 
that Mustapha now refers to Dat" 
Mohammed Noor Mansur as his sow 
When Tun Fuad was alive, he and Mv 
tapha called each other brother 
abang/adik — at different periods 
time when they were not fighti 
against each other. 

It is, of course, completely unreal: 
tic to hope that "the democratic prine 
ples which our Western political her 
age has left us" will ever survive intact 
a climate such as that we now find 
Sabah since independence. In short, 
talk of an egalitarian and multiracial s 


ciety when leaders are more intereste 


in timber-lands and kickbacks of 4 
sorts is so much claptrap, if not hyp 
crisy. I have no doubt, though, that it 
possible for a Christian Kadazan — e 
for that matter any non-Muslim — tot 
elected chief minister under the c 
stitution. The question is: can he las 
thought the answer had been given 
long time ago. 


Kota Kinabalu Y. S. Law 


Need for realism 


The Filipinos have shown the world th 
democracy can be attained by civiliam 
and the men in uniform together, and 

a peaceful manner. With the restoratic 
of their rights, the Filipinos have bee 
given back their self-respect, nation 
dignity and the international communi 
ty's confidence in their country. 

With Ferdinand Marcos' departure 
the Filipinos need, more than ever, $i 
be realistic to deal with the immensity « 
the economic ills and political mess b 
left behind. 

President Corazon Aquino provide 
the winning spirit for the Filipinos to re 
build the country. Will she, with the 
help of her advisers, be strong eno 
to provide some tangible solutions NI 

I have only the best hopes te 
Aquino yet I equally dread the possibi 
ity that the people-power whic 
catapulted her to the country’s tos 
leadership position might also pave the 
way for her downfall. 

As the world watches, so shall mo: 
of us wait and see. 


Cebu City Elizabeth M. Segur 


The Moro issue 


With the removal of Marcos and his re 
tinue of corrupt officials, including hì 
ill-reputed wife, I look forward to 

stable and prosperous Philippines. A} 
though there are many problems need 
ing her attention, I do hope that Presi 
dent Aquino will try to meet the legiti 
mate demands of the Bongso More 
Muslims who have, like their othe 


countrymen, suffered very much at th« 


hands of the Marcos regime. 


Leicester S. F. Ahmas 
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High Spirit 





a 
Striving for the extra inch 


Samsung. Strong and tall. It takes the large scale of our VCRs, TVs, Satellite receivers, audio equipment, compu- 
operations to achieve precision in electronics. ters, monitors, and more... weve got a complete range 
We're reaching high, making our products smaller and of sophisticated products. Our latest creation, a tiny 2- 


inch LCD (Liquid Crystal Display! color IV is an 
example of the progress we're making to lead the 
league of electronics manufacturers 


Samsung — pass your business to us and well 
supported by a 596 investment oi dash off. Aggressively, forcefully. 
total revenues. No wonder and quick. That's Samsung. 

that we've been selected as To keep you in high spirits 

a major supplier for the 
telecommunication 


network being created for SGAMSU NG 


the '86 Asian Games and 88 Olympics 
Koreas Leader in Electronics 


more compact — it's obvious that only the best 
can be so delicate. 

We've got an all-star 1,500 member R&D team 
fighting for high-tech breakthroughs and 









rom Rangoon. Pages 114-118. 


il THIS WEEK 17 Aprili 1986 


B urma’s lonely road to socialism, which has led it well 
away from the development path followed by its more 
prosperous neighbours, has failed to avoid the roadblocks 
of depressed import earnings and mounting foreign debt 
which now afflict most commodity exporters. But in 
Burma’s case, the heavy hand of an intrusive and highly in- 
efficient bureaucracy has only made the economic prob- 
lems worse. With foreign debt reaching uncomfortably high 
levels, major development projects are being shelved while 
the squeeze on the domestic economy is tightened, 
Bangkok correspondent Paisal Sricharatchanya reports 
Cover illustration by Morgan Chua. 
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ident Corazon Aquino’s fledgel- 
ng government receives some 
igh-powered visitors from abroad, 
Ke bickering among some key 
jroups around her has become more 


ntense. 


Page 17 

[he US defence secretary visits Asian 
allies to restate military commitments, 
»nhance US military stockpiles in the 
'egion and nudge Japan closer to co- 
»peration on Star Wars. 


Page 18 

speculation mounts in Malaysia that 
he government will hold national 
sections in May to coincide with 
hose it has confirmed will be held in 
Sabah, despite the recent political 
‘urmoil. 


Page 20 
Singapore’s economic difficulties en- 
courage the formation of a new politi- 
cal party and may induce Prime Minis- 
Lee Kuan Yew to postpone his re- 

ement. 


Page 29 

New Zealand’s op- 
position National 
Party replaces its 
leader and in a 
shadow cabinet 
reshuffle pro- 
motes former 
prime minister Sir 
Robert Muldoon 
tothe front bench. | 


Pages 30-34 

Since the collapse of communist arm- 
ed insurgency in Thailand in the early 
1980s, the Thai Government has been 
concentrating on a strategy to ensure 
its territorial integrity, especially along 
its eastern borders with communist 
Indochina, by bringing economic de- 
velopment to the area. 





Page 52 

China's National People's Congress 
agrees to a basic legal framework 
which will regulate its internal and ex- 
ternal economic relationships. 


Pages 53-96 

There is a growing commonality of in- 
terest between the countries of Asia 
and those of Scandinavia which has 
resulted in contacts across a broad 
spectrum, particularly in trade and in- 
vestment. 


Page 102 

Ferdinand Marcos’ departure has left 
the Philippines with the dilemma of 
what to do with the assets of once- 
favoured presidential cronies — and a 
debate over whom to call to account 
for past business links. 


Page 127 

The report of Malaysia's Noordin 
committee of inquiry into the affairs of 
Bank Bumiputra gives some surpris- 
ing insights into Hongkong business 
practices of the early 1980s. 


Page 128 

Australian stockbrokers may have 
fraudulently manipulated share prices 
to make a killing in stock-index fu- 
tures. 


Page 128 

The Singapore stockmarket seems to 
have weathered the worst effects of 
the Pan-Electric collapse, but is not 
yet out of trouble. 


Page 130 

For the first time, a top-level Japanese 
study into its massive trade imbal- 
ance finds domestic attitudes and 
practices may be the root of the prob- 
lem — rather than the incompetence 
of foreigners at selling into the 
domestic market. Meanwhile, the 
government has unveiled a partly 
cosmetic reflation package. 
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Bangkok bomb blast 
believed aimed at Prem 


A bomb explosion outside the 
government-owned Erawan 
Hotel forced Thai Prime Minis- 
ter Prem Tinsulanond to shift 
the venue for an 8 April dinner 
with visiting US Defence Sec- 
retary Caspar Weinberger (page 
17) to another hotel. Three 
people were wounded, one of 
them seriously, when the de- 
vice went off in a car-park trash 
can about 90 minutes before 
Weinberger was scheduled to 
arrive for a reception. 

Police sources believe the 
incident was not the work 





of international terrorists, but 
PETER RORILACHETC 


may instead have been planned 
by opponents of Prem and 
Y designed to embarrass him. 
" Weinberger told reporters: “I 
can't bring myself to believe 
that someone wants to do me 
in." 

Hours before the blast, 
Prem and Weinberger agreed 
| to begin negotiations on estab- 
M. lishing a war-reserve stock- 
i pile in Thailand. 

j — John McBeth 


Australia may reshape 
defence forces 
The Australian Government 
has been handed recommenda- 
tions on future defence-forces 
structure, commissioned by 
former deputy director of its 
Joint Intelligence Organisa- 
tion, Paul Dibb. Dibb is under- 
stood to have argued for 
“stand-alone,” Australia-based 
capabilities rather than sim- 
ply an ability to integrate 
with the operations of great- 
power allies in remote conflicts 
— the traditional Australian- 
New Zealand role. 

Dibb, now an academic at 
the Australian National Uni- 
versity, is believed to favour re- 


bs." 





"rom P Er D 


pacing a more lightly armed, 
elicopter-carried army, phas- 
ing out armoured vehicles. The 
Royal Australian Navy's sub- 
marine squadron and the 
Royal Australian Air Force's 
F18 fighter-bombers, en- 
hanced by over-the-horizon 
radar and aerial refuelling, 
would be the main defence 
against intruders. 

A version of the Dibb re- 
port will be released in about 
two months. 

— Hamish McDonald 


British warships allowed 
to visit Shanghai 
Peking's agreement to permit 
two British warships, a fri- 
ate and a destroyer, to visit 
hanghai in July has sparked 
speculation that China may 
have relaxed the policies which 
caused it to cancel a US 7th 
Fleet ship visit a vear ago. As 
a member of Nato and a nu- 
clear-weapons state, Britain 
refuses to say whether its ships 
carry nuclear weapons, the 
same stance which caused 
Washington to clash with Pe- 
king last year. 


eking's abrupt cancella- | 


tion of the 7th Fleet visit occur- 


red at a time when China was | 


eager to improve the atmo- 
sphere of Sino-Soviet relations 
artly to welcome a new 
leader, Mikhail Gorbachov, in 
the Kremlin. Now, however, 
after a year of failing to extract 
any concession from Moscow 
on bilateral strategic disputes, 
China may feel that a more 
flexible line on visits by Nato- 
country navies — Dutch war- 
abe: recently visited China — 
will help stiffen its stance with 
Moscow. — Richard Nations 


South Korea’s Chun 
tours Western Europe 


Issues such as trade and tech- 
poopy transfer will dominate 
South Korean President Chun 
Doo Hwan's 11-day, five-na- 
tion tour of Western Europe, 
which began with Chun’s arriv- 
al in London on 7 April, dip- 
lomats in Seoul said. However, 
Chun will also seek support for 
Seoul’s promotion of a 
dialogue with North Korea, a 
key factor in making a success 
of the 1988 Summer Olympic 
Games, to be staged in Seoul. 
Chun and his 17-member 
entourage, including Deputy 
Prime Minister Kim Mahn Je 
and Foreign Minister Lee Won 
Kyung, will visit West Ger- 
iuri Switzerland, Belgium 
and France after Britain. 
— Shim Jae Hoon 








BUSINESS 


ADB gives US$100 million 
for Philippine projects 


The Asian Development Bank 
(ADB), headquartered in 
Manila, has approved a special 
aid package of US$100 million 
to help revive 36 of its Philip- 
pine projects — stalled in the 
final years of the Marcos re- 
gime. Two loans make up the 
sum: the first is US$50 million, 
interest-free, with a 1% service 
charge and repayable over 40 
years (including 10 years’ 
grace). The second, for the 
same sum, has a five-year grace 
period with either a fixed rate 
of 9.65% a year or a borrower's 
optional variable rate. The 
loans will finance water supply, 
irrigation, agriculture, educa- 
tion, transport and energy pro- 
jects. — Jose Galang 


Indian pipeline goes to 

F group 
After a bitter contest lasting 
more than two years, a consor- 
tium led by Spie Capag of 
France and NKK-Toyo of Japan 
has won a contract for the 
1,700-km, | US$570 million 
Hazira-Bijapur-Jagdishpur 
pipeline in India. The Spie 
prone had orginally offered a 
id of US$606 million. But it 
not only cut its price when fresh 
bids were called for late in 
March, but also offered an at- 
tractive financial package for 
the foreign-exchange compo- 
nent of the project. The con- 
sortium offered US$150 mil- 
lion in credit from France (half 
at 2.5% interest over 28 years, 
with a 10-year grace period and 
half of it export credit) and 
US$111 million from Japan's 
Overseas Economic Coopera- 
tion Fund (3.5% interest over 
30 years, with 10 years' grace), 
as well as US$30-40 million in 
British credit, of which US$11 
million is grant. 

— Mohan Ram 


KLSE lifeboat fund fails to 
win members' approval 
The Kuala Lumpur Stock Ex- 
change (KLSE) failed nar- 
rowly to get the 75% vote it 
needed to establish a proposed 
M$50 million (US$18.9 mil- 
lion) lifeboat fund for 
stockbroking firms at its 6 
April extraordinary general 
meeting (EGM). The vote in 
favour of the controversial 
standby credit was around 70% 
of the members who attended. 
The failure of 27 members to 


| CORRECTIONS 












turn up or appoint proxigs h. 
prompted the KLSE to te 
again at another EGM 21 da 
later. The credit was to haw 
been made available by thr 
Malaysian banks to the KLS 
Securities Clearing Automate 
Network Services. Broke 
could have drawn on the credili 
in the event of their not beir 
able to honour bona fide co 
mitments to other brokers, i 
cluding forward contracts. 

— Nick Seawar- 


Holmes à Court makes 
a new bid for BHP 
Robert Holmes à Court's Be 
Resources issued a revised bili 
for the Australian resource 
and steel giant Broken Hm® 
Proprietary Co. (BHP) on 
April, keeping his cash offer, 
A$7.70 (US$5.50) a share a 
50% of each outstandi 
shareholding but dropping hë 
previous cash-plus-share altem 
native. While some conditions 
have been dropped, Bell sets 
narrow window, with minii 
mum acceptance of 230 millios 
Shares (18.4% equity) ane 
maximum acceptance of 259. 
million shares (20.8%) — 
which puts Holmes à Court’ 
target, taking into accoun 
shares he already holds, at à 
"controlling" stake of 37.4 
39.7% for a maximum A$2 bib 
lion outlay, the amount of hi 
loan facility from Britain’ 
Standard Chartered Bank. 

BHP replied with more 
court writs, this time alleging 
insider trading in the exchange 
of put and ball opdoné on BHJ 
shares by Bell and Adelaide 
Steamship last April. BHP ma¥ 
also attack the revised of 
documents in the Victor) 
Supreme Court on grounds oF 
inadequate disclosure and in 
equity, in an attempt to block 
them from shareholders as it 
did with the previous offer. 

— Hamish McDonald 





In the COVER STORY on Singa- 
pore [27 Mar.], the reference to 
the cut in employer's contribu- 
tions to the CPF should have 
read "by 15 percentage points 
to 10275," not “to 15%” as 
stated. 


China's National People's Con- 
gress opened on 26 March, not 
26 February as stated in Hail to 
the chief last week. | 
Eduardo Cojuangco is a cousin 
of Philippine President Cora- 
zon Aquino, not of Ferdinand 
Marcos as stated in last week’s 
BUSINESS BRIEFING. 
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Sheli pakantot amt Sdn Bhd. 
PO Box 11027 
50732 Kuala Lumpur 
Malaysia. 


To reach him before 19th May, 1986, 


| ma the management of Jardine Feming, the y 
Pacific Income Trust continues to provide investors 
with both a favourable yield and capital growth pote ntial 
. with low risk in the Pacific region. ^. 

The Trust's policy is to invest principally in bonds 
and warrants convertible into the equities of the Pacific 








region. The Trust can use borrowings to enhance returns. 


JF PACIFIC INCOME TRUST | 


Performanc c (with Income ) Vs Indices: (u ss) 
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Since the Trust’s inception in 1980, there has been 


o c8 253.2% growth of its net asset vale in US dollar terms 
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__. Arthur D. Little Management Education Inst 
a 3-semester, 11-month Master of Science in Mana 
~ can help turn your managers into specialists to mak 
f ations run more smoothly and profitably. 








* Our fully-accredited program offers concentratio 
national Business ar Economic and Industrial Develo 


| Our faculty, hand-picked from Arthur D. Little's tea 
Management Consultants, have vast practical experiem 
dealing with your problems. | 















.. Our next program run from August 25, 1986 to July 30, 19 
We are now accepting applications, and there is still s 
available. Write or ‘telex today, and we will send you furth 
information. 
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Admissions Coórdinatii MES mE 
Arthur D. Little ^ agement Education Institute 
35 Acorn Park — 
Cambridge, Massac husetts 02140, U. SA. 
Telex No. 921436 He 














AX. Arthur D. Little Management Educatio 
of Arthur D. Little, Inc., one of- fhe world' 
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For further details, mail the coupon below: 


To: Mr. D. T. Wilkie or Mr. V. Chan, Name: PAI trate 


Personal Financial Consultants Ld. E 

AGUTESS LU oL — 
1501 World Trade t centre, — 
Es Causeway Bay, Hong Kong. 


Feb: 57908448 





The Triangulum is a northern constellation of three stars forming a 


^ . balanced triangle. It is a triad that makes for perfection. The absence 


of one will upset the equilibrium of the whole. 


This is our idea of the Success Triangulum: a 3-in-1 integration 
between your company, your key people, and AIM. Your company as 


TA the business decision-maker. Your key people as Integral parts of the 


<- 


* 
- 
e 


è 


i * 


company. And AIM, as the source of the management system for the 
company. Together, these three essentials work in perfect harmony 
for the achievement of success. 


And success is within your easy reach through AIM's degree and 
non-degree programs. 


Degree Programs 


MASTER IN MANAGEMENT (MM) 
2 June 1986 


An intensive, one-year program for senior executives in managerial positions 


to impart knowledge and knowhow in the integration of management 
experiences and ideas 


MASTER IN BUSINESS MANAGEMENT (MBM) 
28 July 1986 


— —- A two-year program designed to provide junior executives the basic skills 


and expertise in professional management 





|... BOARD OF GOVERNORS 
a3 Sir Ronald Gordon Jackson, Chairman, Australian Industry Development Corporation. Australia e David K. P. Li, Dvector & Chief Manager, The Bank of Eas! Asia Lid. Hongkong e Dr. Jagdish Parikh, Managing 


be, MB 
ie he 


Director Lee & Muirhead (India Pvt. Lid) India e Dr. Rachmat Saleh, Minister Ministry of Trade. Indones 
Hattori, President Halton: Seiko Co Lid. Japan è Yotaro 


B ASIAN INSTITUTE OF MANAGEMENT ` 


The only intemational graduate school of management in Asia 





Your company. Your key people. And AIM. 
The 3 basics of corporate success. 


Non-Degree Programs 


TOP MANAGEMENT PROGRAM 
15 June to 11 July 1986 


Purposely organized for the chief executive and operations officers to 
provide system and science to corporate Structure and strategy. 


MANAGEMENT DEVELOPMENT PROGRAM 
19 May to 11 July 1986 
12 January to 6 March 1987 


A full-time, eight-week program designed specifically for middle- to 
upper-level managers to enhance integration and functional skills for 
potential senior management positions. 


BASIC MANAGEMENT PROGRAM 
26 May to 20 June 1986 
11 August to 5 September 1986 


A four-week program aimed at developing managerial potentials of 
first- to middle- level managers 


ADVANCED BANK MANAGEMENT PROGRAM 
8 September to 17 October 1986 


An intensive six-week program aimed at middle- and upper-level bank 
executives to augment managerial and technical skills 


Call us or better yet, come and visit us. 

We have brochures for you. Tels. 874011 to 19 
123 Paseo de Roxas, Makati, Metro Manila. 
MCC P.O. Box 898 PHILIPPINES 

Telex: 63778 AIM PN. 

Cable: AIMANILA 





a @ Julius Tehija, Charman. Board of Commissioners PT Caltex Pacific indonesia Indonesia e Reijiro 
, President, Fuji Xerox Co. Lid. Japan € S. C. Chung, President, Korea Chamber of Commerce & Industry Korea e Dr. Duk-Choong Kim, 


President. Daewoo Industnal Co, Lid. Korea € Tun Ismail Bin Mohamed Ali, Chairman. National Equity Corp. Malaysia e Geh tk Cheong, Chairman. Malaysian French Bank Bhd. Malaysia € Vicente T. Paterno, 


Chairman, Overseas Technology Dev Corp. Philippines è Andres Soriano Ill, President. San Miguel Corporation 
Li-Teh Hsu, Chairman, Chinese Management Association. Taiwan € Dr. T. $. Lin, President, Tatung Institute of Technology, Taiwan @ Dr. 


Thailand € Dr. Amnuay Viravan, Chairman of the Exec Board, Bangkok Bank Limited 
Executive Committee. NCR Corporation. U S.A. B t 
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Philippines € Lee Hee Seng, Managing Drector. Overseas Union Bank Lid. Singapore © Hon. 
Thaworn Charman, Siam Motors Group of Companies. 


Thailand @ David K. Newbigging, Director National Coal Board, United Kingdom e William S. Anderson, Chairman. 


Please clip this ad for your reference 
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COW’S PLOY 


oscow has extended financial aid to 
Pakistan's Pathan tribal separatists 
who have long agitated for a 
*Paktunistan” homeland for Pushtu- 
speaking tribes to be carved out of 
Pakistan’s North-West Frontier 
Province. In its war of nerves with 
Islamabad, support for anti-Pakistan 
Pathan and Baluchi tribal insurgents 
‘based in Afghanistan is a card, which 
until now, Moscow had held in 
reserve. The move coincides with 
reports that Washington is to provide 
Afghan rebels with Stinger anti- 
aircraft missiles and comes as Moscow 
pursues a peace offensive based on a 
Soviet military withdrawal from 
Afghanistan, reportedly 18 months 
after all aid to the guerillas ends. 


MORE GUNS 


China has refused to sell any more 
weapons to Sri Lanka because it 
favours a political solution to 
continuing violent conflict between 
the Tamil militants and Sri Lanka 
Government forces. During his 
recent visit to Colombo, Chinese 
President Li Xiannian told his Sri 
Lankan counterpart Junius 
Jayewardene that a further influx of 
arms could only hinder attempts at an 
amicable political resolution of an 
essentially ethnic problem. 


SAUDIS BRIDGE GAP 

The US has quietly persuaded Saudi 
Arabia to give Pakistan US$500 
million in military aid this year, 


THE WEEK 


HANISTAN 

Soviet and Afghan Government forces 
mounted an attack on one of the guerillas' 
best fortified bases, Zhawar, rebel sources 
said (6 Apr. ). 


CHINA 

Yugoslavian President Radovan Vlaj- 
kovic arrived for an official visit (2 Apr.). 
Canton graft investigators arrested a former 
close aid > of Premier Zhao Ziyang for al- 
leged “economic crimes,” it was reported (3 
Apr.). 


INDIA 

Sikh extremists freed three comrades out- 
side a Punjab city courthouse after gunning 
down six fleeing policemen, police said (- 
Apr.). Sikh extremists shot dead two Sikhs 
and police put another Punjab town under 
curfew to head off Hindu-Sikh clashes 
(8 Apr.). 


JAPAN 
US Defence Secretary Caspar Wein- 
berger arrived on an official visit (4 Apr.). 


























according to sources in Washington. 
Late last month Pakistan and the US 
signed a protocol for a six-year, 
US$4.02 billion economic and 
military aid package. The military 
component fell short of the minimum 
Pakistani requirements by US$500 
million, and Saudi Arabia agreed to 
bridge the gap with a low-interest loan 
Aeg de cpi over 50 years. In 1981 the 
Saudis also made a cash grant of 
US$500 million to Islamabad for 

ve purchase of F16 aircraft from the 


CHALLENGE TO CHUN 


South Korean 
dissident leader 
Kim Dae Jung, 
still technically 
serving a 20-year 
prison sentence 
under intermittent 
house arrest in 
Seoul, is 
considering again 
becoming one of 
two official 
“advisers” to the opposition New 
Korea Democratic Party. Such a 
move would present the government 
of President Chun Doo Hwan with 
the choice of either sending him back 
to jail, as it has threatened to do, or 
recognising his return to open 
political activity. Kim said recently: 
“I’m not eager to return to prison 
but nor am I too frightened by it to 
give up my fight for a democratic 
system." 
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A EAM 
— — — — — — — — — — — — 


MALAYSIA 

Fresh elections will be held in Sabah, the 
Election Commission announced. A Filipino 
Muslim was convicted of slashing a police of- 
ficer with a knife during recent violence in 
Sabah and two other Filipinos were arrested 
for suspected involvement in bomb blasts, it 
was reported (3 Apr.). 


NEW ZEALAND 

Singapore Prime Minister Lee Kuan Yew 
arrived on an official visit (S Apr.). The op- 
position National Party rehabilitated former 
prime minister Sir Robert Muldoon who was 
promoted to foreign affairs spokesman (7 Apr. ). 


PHILIPPINES 

More than 15,000 workers at the Subic 
Bay Naval Base returned to work after a 12- 
day walkout, a base spokesman said (3 
Apr.) About 300 employees of the 
abolished national assembly picketed Presi- 
dent Corazon Aquino's private residence 
asking her to allow them to keep their jobs (4 
Apr.). US Defence Secretary Caspar Wein- 
berger arrived on an official visit (6 Apr.). 
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DYNASTIC VICTORY 


Moscow has overcome its qualms 
about the dynastic nature of the 





succession in North Korea and * 


formally invited Kim Jong Il, son of 
President Kim Il Sung, to visit the 
Soviet Union. The younger Kim 
gained Peking'sendorsementin 1984. |. 
By removing the last major obstacle | 
to Jong II's rise to power the Moscow 
visit, expected later this year, could 
accelerate the formal transfer of 
power in yongyang. In another step 
to cement ties with North Korea, 
Soviet President Andrei Gromyko is 
expected to lead a delegation from the 
Supreme Soviet to Pyongyang in early - 
July to celebrate the 25th anniversary 
of the Soviet-North Korean treaty of 
friendship. 


AUSTRALIA BOUND 


East Timor Governor Mario 
Carrascalao, is expected to make an 
official visit to Australia in May 
following an invitation extended by 
Foreign Minister Bill Hayden in 
Jakarta last month. It is believed to 





be the first such official visit overseas | 
by an East Timor governor since the | - 
former Portuguese colony was taken " 

over by Indonesia in December 1975, | - 
and marks a further step in Australian | - P 


acceptance of its incorporation. 
Australian officials are also keen to 
enhance the status of Carrascalao, 
who lost some authority when Fretilin 
guerillas broke a truce he had helped 
engineer in 1983 and Indonesia 
brought back more fighting troops. 


Masked men stabbed to death a former pro- 
vincial governor loyal to Ferdinand Marcos, 
the Philippine News Agency said. The Be- 
nigno Aquino assassination trial chief pro- 
secutor said that Marcos ordered the “com- 
plete acquittal" of all 26 defendants in the 
trial, the Philippine News Agency reported 
(8 Apr.). 


SOUTH KOREA 

South Korean authorities were prosecut- 
ing 69 people over a street clash in Kwangju 
after the biggest government rally in six years 
(2 Apr.). Thousands of people took to the 
streets of Taegu to demand the resignation of 
President Chun Doo Hwan. Police fired tear 
gas to prevent the demonstrators from taking 
over Taegu City Hall, and about 140 people 
were arrested (s Apr.). The opposition de- 
manded in parliament that four cabinet 
ministers be sacked for trying to suppress a 
campaign for election reforms (7 Apr.). 


US Defence Secretary Caspar Wein- | | 
berger arrived on an official visit (7Apr.). — | 
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First signs of friction 


By James Clad in Manila 


B: by internal manoeuvring, Pre- 
sident Corazon Aquino’s adminis- 
tration has entered its second month 
with rather more cohesiveness than 
sceptics had predicted. But behind a 
trail of foreign visitors and a generally 
well accepted provisional constitution 
(REVIEW, 3 Apr.), disagreements be- 
tween the main groups comprising 
Aquino’s fledgeling government have 
become more intense. 

The provisional constitution de- 
clared in Aquino’s proclamation on 25 
March has two practical effects. First, 
183 MPs in the abolished national as- 
sembly have lost their jobs. Second- 
ly, Aquino will soon appoint “not less 
than 30 and not more than 50” persons 
to a constitutional commission which 
will draft a “permanent” basic law for 
the republic to be approved by a plebis- 
cite. 

The Kilusang Bagong Lipunan 
(KBL) party, until recently controlled 
by former president Ferdinand Marcos, 
held a majority in the national assembly, 
which was set up by the Marcos-created 
1973 constitution. The assembly re- 
placed a bicameral congress that tamely 
closed down. 

Not so the assembly: together with 
disgruntled MPs from Unido, of which 
Vice-President Salvador Laurel is 
leader, and some KBL breakaways now 
grouped in the newly formed Partido 
Nacionalista ng Pilipinas (led by form- 
er labour minister Blas Ople), the 
dispossessed legislators are planning to 
convene a "rebel parliament" on 14 
April, if need be with just 92 MPs 
(under the old rules the minimum 
number for a quorum) or even, as 
Speaker Nicanor Yniguez warned, by 
"roll call." 

In different circumstances this might 
suggest a major crisis — particularly if a 
reconvened assembly purports to 
tamper with the temporary constitu- 
tional arrangements now put in place. 
Similarly, the homeless MPs could 
move to declare the disputed 7 February 
snap presidential poll — which started 
the process leading to Marcos’ drama- 
tic departure on 25 Febraury — null and 
void. 

But what will be the practical effect 
of such posturing? Most commentators 
predict that, if it does meet, the “rump 
parliament" will produce little tension 
or effect. Even though elections in 1984 
brought 59 opposition MPs to the as- 
sembly (who thereafter won acclaim for 
their rigorous attacks on Marcos), the 
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assembly itself still carries the fatal im- 
primateur of Marcos. 

Overshadowed during its 13-year 
existence by the former president, the 
legislature won little prestige, legiti- 
macy, identity or independence. More- 
over, the unemployed legislators now 
have no secretariat to serve them: the 
government says the assembly's bud- 
get, like the assembly itself, no longer 
exists. 

The real challenge to the gov- 
ernment comes not from a surpris- 
ingly emboldened KBL, nor even from 
a KBL melodrama pitting a freedom- 
loving assembly against a "revolu- 
tionary dictatorship” — two words 





used by constitutional lawyer Perfecto 
Fernandez when describing the re- 
gime's strictly legal status to the 
REVIEW. 

The real threat comes instead from 
surprisingly rebellious Unido MPs 
who, feeling left out of the new govern- 
ment, have signalled their willingness 
to participate in the rebel parliament. 


Ithough Unido secretary-general 

Rene Espina has denied reports 
claiming a secret Unido deal with the 
KBL, he also finds his leverage vis-à- 
vis the government improved by ru- 
mours that his party's MPs will join the 
rump assembly. A cabinet minister told 
the REVIEW that a “real risk exists in 
that radicals in the government may 
drive Unido into the arms of the KBL,” 
but by 8 April second thoughts had re- 
surfaced in this party — the powerbase 






PHOTOS AP 


of Laurel and minister in charge of go 
ernment reorganisation Luis Vill 
fuerte. 

By this date also the government 
suasion seemed to be working: Unid 
vice-president Decoroso Rosales cam 
out against the rebel session while tt 
former PDP-Laban opposition factio 
called the rebel assembly gambit “p 
legal and ridiculous.” The Unido MP 
caucus will meet on 11 or 12 April am 
most likely talk of a possible cross 
over to the KBL will then cease fc 
the time being — leaving a KBL-onll 
theatre that would lose political 
fect. 

However, though the Unido MF 
may stop short of casting the: 
lot with the KBL, the hardlim 
manoeuvring by Laurels co 
leagues so earlv in the life of t 
government has come as a ru 
surprise to the president, whos 
advisers had obviously mow 
ed quickly to placate somi 
Unido aspirants for governmen 
jobs. 

Unido partisanship will alse 
surface when appointments fo 
the roposed  constitutiona 
commission begin. 

Although keeping her short 
list of intended appointees 4 
closely guarded secret, one o 
Aquino's advisers says the com 
mission will include “the 
broadest representation possi 
ble” — code-words for the in 


clusion of several radical 
leftwing figures as one 


conciliatory gesture to insur 
gents. or their sympathisers. To ensure 
that the constitutional commission gets 
off to a prompt start, a group of law 
yers under the chairmanship of Univer. 
sity of the Philippines president Ed- 
gardo Anjara has begun to prepare 
a working draft that will help push 
the commission ^in the right direc- 
tion." 

Meanwhile, a visit by US Defence 
Secretary Caspar Weinberger highlight- 
ed the regime's external dimension. 
During his brief (6-7 April) sojourn in 
Manila, he had a short appointment — 
half an hour — with Aquino. He spent 
more time, however, with his paper 
number, Defence Minister Juan Ponce 
Enrile — who first received this 
portfolio 15 years ago from Marcos — 
and with Laurel who is also foreign 
minister. 

In working sessions and at a lun- 
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Weinberger also spoke Warmed 
f the Ja gi s ( AFP) chief 
en. Fidel Ramos and other 
e service chiefs. 
A$ well as Enrile, Information 
inister Teodoro Locsin, Executive 
‘cretary Joker Arroyo and presiden- 
al spokesman Rene Saguisag sat in 
aring Weinberger's appointment with 
quino. He gave her a one-page con- 
ratulatory letter from President 
eagan, and told her the US Congress 
sewed the grant of more aid to the new 
vernment with favour. Such aid, 
I cinberger told Aquino, should meet 
ie needs of both the US and Philippine 
overnments. 
For her part, Aquino stressed that 
id should go towards generating more 
mployment. In keeping with her desire 
or an expanded civic role for the AFP 
which she described in a 22 March 
to the Philippine Military 
cademy), Aquino reportedly men- 
Moned non-weapons logistic support as 
b type of welcome military aid. Just 












ore leaving Manila, Weinberger an- 
unced that Secretary of State George 
Shultz would visit the Philippines from 
8-10 May; the local press specu- 
ated that Reagan might visit after 
that, perhaps after his May visit to 
Tokyo. 


he government said that rules of 
rotocol dictated the shape of 
Weinberger’s programme, but some 
saw the visits heavy defence bias — 
and indeed the choice of Weinberger as 
Reagan's first man to pay respects to 
Khe new government — as pointing to- 
wards internal security as Washington's 
aid priority. 

Small crowds of demonstrators at 
most of Weinberger's stops decried a 
perceived counter-insurgency flavour 
to his visit. But Weinberger refused to 
be drawn by questions touching on 
Aquino's domestic policy — such as the 
b of her release in March of sus- 






cted leaders of the Communist Party 
the Philippines (CPP). On the con- 
trary, he spoke of a "stable government 
which she is furnishing.” 

Nor did he admit to any "linkage" 
between accepting the continuation of 
US bases on Philippine territory and 
Washington's willingness to boost what 
Saguisag later called an "irreducible 
minimum" of a currently committed 
US$180 million this year in combined 
assistance. 

Under an agreement signed in 1984, 
the US undertakes to provide US$900 
million over five years: this consists of 
US$125 million in military assistance, 
US$475 million in economic assistance 
and another US$300 million in military 
sales credits. 

Reports of district ceasefires be- 
tween AFP and the communist New 
People's Army (NPA) guerillas con- 
tinue to compete for attention with 
accounts of blood-letting elsewhere. 
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While. no formal 


ceasefire order 
has come out of Aquino's office, infor- 
mal contact between some so-called 
"Left-leaning" regime stalwarts and the 
communists has occurred. The chances 
for a negotiated settlement with the 
communists still seem bleak, but to 
bring that remote possibility one step 
closer, Aquino is said to be considering 
some leftists for the membership of the 
constitutional commission, | including 
Bernabe Buscayno (the alleged NPA 
chief commander known as “Com- 
mander Dante”) and even Jose Maria 
Sison (an alleged former CPP chair- 
man). 

While careful not to raise internal 
security matters in public, Weinberger 
did explain that the US sees the Philip- 
pine economic revival as dependent on 
containing the NPA insurgency. 

In his public remarks Weinberger 
shied off the topic of the US bases in the 
country, insisting that “it isn't an issue 
I’m going to discuss with [Aquino] at all; 
she has said many times that she wants 
the bases to stay, and we'll discuss them 
in 1991." Some saw this comment as 
putting — words in 
Aquino's mouth: as of 7 
April she had signalled 
nothing more (or less) 
than her intention “to 
honour the existing 
agreement to 1991.” 
Thereafter, as she told 
visiting New Zealand 
Prime Minister David 
Lange on 30 March, 
“the options are 
open.” 

The naval complex 
at Subic Bay and the 
Clark Air Base form 
the largest US instal- 
lations in this coun- 
try; their accompany- 


ing communications 
and recreational faci- 
lities at other loca- 


tions in fact make up 
some of the largest 
military installations outside the US. 

Although not of the same substance 
as Weinberger's visit, Lange's arrival a 
week earlier carried some symbolic sig- 
nificance. Besides winning points as the 
first head of government to visit the new 
regime, Lange's well known dispute 


with the US over access to New Zea- | 


land's ports by nuclear-armed vessels 
struck a responsive chord among liberal 
members of the Aquino government; 
some of them (such as Arroyo and 
Saguisag) have taken public positions 
against the US bases — in part because 
they believe the US stores nuclear 
weapons there. One Defence Ministry 
source said "discussion of political at- 
titudes within the government towards 
US bases" did come up during Wein- 
berger's visit; the defence secretary's 
party included senior US service offic- 


ers. Oo 





DEFENCE 


Facing up 
to Moscow 


The US defence secretary 
reassures Asian allies 


By Paul Ensor in Seoul 
S Defence Secretary Caspar Wein- 
berger, after three days of talks with 
his South Korean counterpart, Lee Ki 
Baek, was full of strong words of mili- 
tary support for South Korea at a time 
when Seoul is anticipating greater vigi- 
lance on security in preparation for the 
Asian Games later this year and the 
1988 Summer Olympic Games. 
Weinberger pointed out in a press 
conference at the close of the meetings 
that the US will “take all steps that we 
can to enhance the ability of South 
Korea to conduct these games without 
interference,” adding that he was con- 





) iA 
Weinberger and Enrile: reassuring friends. 


cerned about growing Soviet influence 
in North Korea. Official communiques 
failed to point out, however, that 
budget cutting in Washington is starting 
to affect the Bilateral military relation- 
ship. 

At the talks, the two sides agreed to 
improve their early warning systems, as 
well as agreeing on the deployment of 
Stinger and Redeye missiles to match 
what they said is a much improved ar- 
moury of missiles and artillery in the 
North as a result of greater Soviet assist- 
ance in recent years. 

The two sides reiterated earlier 
statements regarding the planned de- 
ployment this year of F16 aircraft pur- 
chased by South Korea from the US. 
According to statements made by Lee, 
since the summer of 1985 — in addition 
to a recent shipment of MiG23 fighters 
from Moscow — the North has received 
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in statements during the meetings in 
oul, As one Western diplomat put it: 
We will never know for sure how much 


hat both sides [Seoul and Washington] 





dgetary and political reasons.’ 











rly strong because the US defence 
get is under severe congressional 
tiny, and South Korea is already be- 
g to feel the weight of the cuts. 
Due to a roughly USS$1 billion cut from 
ecurity assistance budget — from 
h foreign military sales credits are 
.— South Korea's allotment fell 
om about US$230 million in 1985 to 
$170 million in 1986. 

Across-the-board cuts made under 
1985 Gramm-Rudman Act cut their 
tment down further to $162.7 mil- 
n The Reagan admiration d is cur- 
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y i haini Aznam i in Kuala Lumpur 







‘elections would-be held on 5 and. 






ostponed in the wake of the state's 
nt political turmoil. Political pun- 
lso predicted that there was a 
possibility that national elec- 
», due within the year, would be 
simultaneously, not only because it 
d save dollars but also because 
politicians on both sides of the 
admit that the National Front gov- 
t needs a fresh mandate. | 
e National Front has been beset 
olitical and. economic set-backs in 
st two years, and these, coupled 
. Malaysia's shrinking. revenue as 
modity and oil prices. lunge, mean. 
th government must firm up its po- 























res to control expenditure. — 
re were several signs that elec- 










ary build-up in the North on 20 | 
and the US endorsed much of . 





a build-up there is, but we do know 
need to reveal it now for the usual 


On the US side, the need is ans | 


Weinberger was — eristi- í 


eightened sense of anticipation 
read throughout the country with 
innouncement on 3 April that. | 


, ending anxieties that they might | 


before it can initiate unpopular 


were pending. The opposition | 
cased after lawyer § Suhaimi erar] 






)ckpiles. Some © officials on thi 
S side have been calling for. a. large 


difference between the two 


export more to third countries, 
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| ndits predict national polistocd coincide with Sabah elections 


allowed to practise | in his hometown of 
Kuantan, Pahang, and must relocate to 
Malacca. | 
Meanwhile, Information Minister 
Datuk Rais Yatim said that the contro- 
versial amendments to the Official Se- 
crets Act — a sore point with the press, 


opposition. MPs and public interest 


groups — were being reviewed and 
hinted that passage would be deferred 
to another parliamentary sitting. Rais 
also announced that the government 
would meet again with. civil service 


union chiefs in May to discuss their de- 
mands for a pay rise, another Potens 


election issue. 

Other observers feel that the an- 
nouncement of Sabah elections could be 
a red herring. They argue that the gov- 
ernment, which has held out for snap 
elections, would hardly have removed 
the surprise element by giving such an 
Obvious clue to its rivals. 

Much of the attention, however, is 
still focused on Sabah, whose political 
disarray must be resolved before na- 


| tional elections can be declared. To this. 
end, United Malays National Organisa- 


South Korean reserve. The sticky issue _ 
of overseas sales of US-licensed arms - 
production in South Korea was not 
mentioned by any of the participants 
and remains a continuing source of 
sides: 
Seoul would like to be allowed to 
or 
indeed to the US, but. is prevented 
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now roughly five. times the size of the 


North's, the 6% of GNP Seoul spends 
on its military will surpass in dolla 


terms the 24% of. GNP Pyongyang 
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tion (Umno) Youth chief Anwar Ibra- 
him, and Malaysian Chinese Associa- 
tion (MCA) secretary- general Datuk 
Lee Kim Sai, are both due to visit Sabah 
for whirlwind meetings with Sabah lead- 
ers. Umno and MCA are leading com- 
ponents of the National Front. Part of 
their mission is to persuade Parti Ber- 


Minister Datuk Seri Mahathir 
Mohamad’s original “Sabah Formula”. 
for a pre-election coalition in the image 


According. to 


























of the National Front. The PBS rejected e 


some of the conditions of this formula 4 


and offered counter-proposals. 

. Failing agreement on a coalition, 
Lee is apparently supposed. to meet 
Chinese community leaders and per- 
suade them to vote for the new Parti 
Cina Sabah (PCS). The Muslim-based 
United Sabah National Organisation 


(Usno), the PCS and Pasok, a 2 re- 


vived Kadazan party, have all applied to 
join the National Front prior to forming 
an opposition front against the PBS. 
Sabah's former ruling party, Berjaya, is 
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the only Sabah component in the Na-- i 


| 

| 

| 

| satu Sabah (PBS) to accept Prime 

l tional Front, and it too wants to offer 

| counter- -proposals to the PBS’ scheme. - 
"he National Front has see mingly dug. 
in its heels over Sabah Chief Mini- 

ster Datuk Joseph Pairin Kitingan’s 

counter-proposals. After an Umno Sup- . 

reme Council -meeting on 6 April, 


Mahathir called the coun ter-proposals - r 





“lop: “sided. ý ” “Th y only stress the in- 
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on its military, bringing the two 
to equilibrium in the 1990s. 


ce Roscoe writes from Tokyo: 
eipberger, a staff officer of Gen. 
ouglas MacArthur during World War 
I, was viewing military manoeuvres on 
April near Sapporo on the Japanese 
sland of Hokkaido when he was heard 
o remark that the US should have oc- 
pied the four Soviet-held islands 
north of Hokkaido immediately after 
the war. That comment was to sym- 
bolise the thrust of Weinberger's appeal 
to the Japanese public — the US had oc- 
cupied and returned Okinawa, but the 
Soviet Union had clung to and fortified 
Japan's northern territories. 

He held a series of talks with Japan- 
ese Prime Minister Yasuhiro Nakasone, 
Foreign Minister Shintaro Abe and De- 
fence Agency Director-General Koichi 
Kato in Tokyo on 5 April before pro- 
ceeding to Manila. From what has been 
reported of these closed-door meetings, 
giowever, it is clear that the main pur- 

se of Weinberger's visit was to nudge 

apan along towards participating in the 
US Strategic Defence Initiative (Star 
Wars), in particular, and speed up the 
earlier agreed transfer of Japanese mili- 
tary technology to the US in general. 

A 55-member Japanese official and 
private study group on Star Wars was to 
return from the US on 10 April. Wein- 


terests of the PBS when we actually pre- 
fer to see meaningful cooperation in the 
administration of Sabah,” he said. The 
National Front did not relish the idea 
that the PBS would have a two-thirds 
majority in the state legislative assem- 
bly, which would then allow it to amend 
the state constitution without the con- 
sent of the other parties. 

In an uncharacteristically strong re- 
buttal the following day, Pairin said “it 
is up to the people to decide who they 

ant to elect and in any case when you 

o get two-thirds . . . it is not as if you 
are going to abuse your two-thirds 
majority in order to do something 
negative." He also astounded the na- 
tion by announcing that the PBS was 
prepared to withdraw its application 
for entry into the National Front — à 
significant step considering that the 
PBS had been hoping for admission for 
almost a year. This added a new twist 
to the continuing Sabah power negotia- 

| tions. 

The PBS itself objects strongly to 
Usno's claims of being the sole political 
representative for Muslims in Sabah — 
"it would impose Usno on all Muslims in 
Sabah irrespective of whether they are 
members of Usno or not," and would be 
“most unfair," said Pairin. 

But the thrust of federal objections 
and. coolness towards the PBS, 


suggested a federal observer, is not 
owing to the fact that it is a largely 
Christian-based party in a predomi- 
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berger was told Japan would review the 
results of that mission before commit- 
ting itself to joining research projects 
for space-based missile systems. But Ja- 
panese participation is assured. 

Most procedures for the first transfer 
of an item of Japanese military technol- 
ogy to the US — believed to relate to 
missile guidance systems — were com- 
pleted recently, and Weinberger told 
the National Press Club on 5 April that 
this was the beginning of what he hoped 
would be a “heavily travelled two-way 
street.” More than two years have 
lapsed since a formal bilateral agree- 
ment was reached on the transfers in 
November 1983, and US officials have 
shown some irritation at the time taken 
to put the accord into effect. 

Although Weinberger appeared to 
strike a chord with the ruling Liberal 
Democratic Party and the Defence 
Agency by | dem Japan's defence 
spending and condemning the Soviet 
Asia build-up, the secretary's provoca- 
tive remarks regarding the Soviet Union 
may have done Japan more harm than 
good. As Weinberger was leaving 
Tokyo on 6 April, Abe announced he 
would visit Moscow at the end of May. 
Abe is returning the historic January 
visit of Soviet Foreign Minister Eduard 
Shevardnadze. He will be treading 
softly in the hope of building a basis for 
settlement of the territorial dispute. D 


nantly Muslim state, but because rule 
by a single multi-racial party would 
threaten the National Front concept of 
rule by a coalition of mono-racial par- 
ties. 

The holding of freely contested elec- 
tions in Sabah — as opposed to the 
"Sabah Formula's" pre-arranged allo- 
cation of seats to contest — would allow 
the PBS to seek a sufficient spread of 
support from all Sabah's ethnic-religi- 
ous groups. Explaining the PBS' reluc- 
tance to adopt the “Sabah Formula,” 
Pairin told The Star, a national daily, 
that “the allocation of seats will alienate 
us, perhaps permanently, from Muslims 
and will turn the PBS into a communal 
party." The PBS operates on a multi- 
racial platform. 

"The prime minister seems to stand 
firm on the one point that we find most 
difficult to compromise on — our inten- 
tion to contest all seats and under our 
own banner,” he reportedly added. 

But the PBS itself is facing some de- 
gree of internal dissension, eagerly fan- 
ned by its rivals. The Daily Express, a 
Sabah daily, reported on 7 April that 
Deputy Chief Minister Mark Koding was 
contemplating leaving the party. Both 
Pairin and Koding promptly denied the 
report as mere speculation. Neverthe- 
less, rumours continue that a handful of 
PBS and former PBS notables are band- 
ing together to form the Parti Demo- 
kratik Sabah, a multi-racial party that 
would further split PBS' support. ü 











































BANGLADESH 


Poles apart 
on polls 


An opposition boycott of 
elections causes uncertainty 


By S. Kamaluddin in Dhaka 


ven as the pro-government Jatiya 

Party (JP) and à number of opposi- 
tion groupings including the Awami 
League, filed nomination papers on 6 
April, a climate of uncertainty hung 
over the parliamentary election sche- 
duled for 7 May. 

Bangladesh Nationalist Party (BNP) 
chairman Khaleda Zia has charged that 
the 7 May polls are *an arranged game" 
between the Awami League and the 
government and that a congenial atmos- 
phere has not been created for a free 
and fair election. Khaleda's anti-poll 
stand received further momentum when 


the seven-party alliance, which she 
leads, supported her, and five leftwing 
component parties of the 15-party al- 
liance of the Awami League came out 
against participating in the elections. 
The fractious nature of Bangladeshi 
politics is such that the Jativa Samajtan- 
trik Dal — a component of the 15-party 
grouping and one of the five to defect to 
Khaleda's fold — itself was split into 
two groups, one favouring elections and 
the other opposing them. All the same, 
the five defecting parties succeeded in 
chalking out a common programme 
with the Khaleda camp and announced 
that they would hold a fortnight-long 
campaign for “mass contact” to canvass 
support against proposed elections. 
Large sections of lawyers, teachers, 
students and working-class organisa- 
tions also appear to be sympathetic to 
her stand. 
A vigorous attempt by the pro-elec- 
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- bodies, mostly Awami 


ie and the Communist Party of 


| Bangladesh (CPB) followers, to estab- 


lish their supremacy on the Dhaka Uni- 
versity campus was forcefully resisted 
on 30 March by the anti-poll groups and 
resulted in the death of a college student 
belonging to the CPB's student wing. 

Meanwhile, President H. M. Er- 
shad's recent speech to JP parliamen- 
tary candidates declaring that the JP 
was "my life blood and I will survive 
with it," caused widespread criticism 
from the opposition. He has also report- 
edly told them that the party "must win 
150 to 200 seats." An enraged Sheikh 
Hasina Wajed, the Awami League pre- 
sident, accused Ershad of hatching a 
conspiracy to render the election farci- 
cal and asked him to refrain from such 
political activity. 

Other opposition parties also taking 
exception to Ershad's speech warned 
that they might revise their decision 
about participating in the polls because 
of his partisan attitude. A source close 
to Ershad told the REVIEW that the ad- 
ministration remained neutral as prom- 
ised by the president. However, Ershad 
had earlier made it clear to the politi- 
cians that if any candidate of any party 
were to use his slogans or photographs 
during the campaign he could not possi- 
bly object to that. 


hile Khaleda’s uncompromising 
stand has increased her popularity, 
a Dhaka-based political observer cast 
doubts on her party’s ability to muster 
a large number of candidates and win 
enough seats. He said at least 80 of the 
230 former BNP MPs have filed nomi- 
nation papers on behalf of the pro-gov- 
ernment JP. The parliamentary contest 
is for 300 seats, with another 30 seats re- 





— served for women to be chosen by the 
- elected MPs. In view of its decision to 


boycott the elections, some other 


- former BNP MPs who have not joined 


the JP could be inclined to contest the 


_ polls as independent candidates. 


Some observers have described the 
BNP's decision as a big gamble since 
it is essentially an election-oriented 

arty and cannot possibly derive much 
benefit from its new-found leftwing sup- 


rt. 
They also believe that the BNP elec- 


' tion boycott may actually help the JP. 


Sadeq Khan, editor of the influential 
political weekly Holiday summed up the 


— country's political scenario in a com- 


mentary: ^If expediency is a virtue in 
politics, President Ershad is certainly 
deriving dividends [and if] consistency 
has any impact on public opinion, 


-. Khaleda Zia is certainly making her 
. mark." 


The result of the elections will show 


— | whether the voters prefer stability born 


out of the political expediency of Er- 
shad or Khaleda’s principled stand 
which could have added to the uncer- 
tainty of the political situation, oO 
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The faltering economy causes Lee to reconsider stepping down 


By Nigel Holloway in Singapore 

—12 steep decline in Singapore's eco- 
nomic performance is causing the 

government leadership to reconsider 

the question of political succession. Lee 

Kuan Yew, who has been prime minis- 


| 


ter since 1959, now says he might post- | 


pone his mooted departure from active | 


politics by a couple of years because of | 


the economic slump. In an interview 
with The International Herald Tribune, 
which appeared on 4 April, Lee was 
asked whether the recession would 
prompt him to postpone a plan to leave 
office before the next general election, 
likely to be held in 1988 or 1989. He re- 


difference." 
The Singapore prime minister, who 
will be 63 in September. first publicly 
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suggested the idea of stepping down at 
the age of 65 in a TV interview in Oc- 
tober 1984. He observed that American 
firms tend to retire their chief execu- 
tives at the age of 65. “I think that's a 
good target date," he said, adding that 
he would not rule out standing for elec- 
tion to the presidency, providing the 
constitution were amended. 

Lee has said that he does not believe 
the economy will revive before 1988, a 
forecast echoed by other government 
ministers. Singapore's gross domestic 
product contracted by 1.8% last year, 
after expanding by 8.2% in 1984. In the 
first quarter of 1986, GDP is thought to 
have fallen by a further 4% compared 
with the same period in 1985. 

The prime minister's views on the 
subject of the succession may not be set 
in concrete, however. In an interview 
with The Melbourne Age which ap- 
peared the day before his remarks in the 
Tribune, he is quoted to have said: “I 
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shall hand over when my successor i 
ready to take over. I shall help him fiche 
and win the next elections." So far, he- 
appears to be quite happy with the way 
the younger government ministers are- 
handling the economy. 

Although his potential successors, 
who are in their 30s and 40s, have been 
allowed to carry out new policies and to 
conduct a sweeping review of economic 
management, the prime minister re- 
mains in charge. “ master controls 
are still with me," he said. “If I see 
things heading for a crash, I will use the 


| override." Even if Lee were to step 
plied: “I may stay on one or two years | down from the prime ministership and 
longer just to see it through. It makes no | 


ae 


| 
| 


into the presidency, his prestige as a na~ 
tion-builder is such that the young« 
government leaders might find it hard to 
carry out important decisions with 
which he strongly disagreed. 

In these latest interviews, the prime 
minister's opinion on some matters re- 
mains as fixed as ever, such as the ad- 
visability of a two-party system in the 
city-state. He said Singapore does not 
have the basic consensus of opinion on . 
issues of survival, nor enough men of - 
ability to pose a serious alternative to 
the ruling People’s Action Party 
(PAP). 

A number of leaders from two politi- 
cal groupings, the Singapore Democra- 
tic Party and the Singapore United 
Front, have different ideas, however. 
They have resigned from their respec- 
tive groups and are joining forces with a 
former PAP MP, Low Yong Nguan, to 
form a new party. They are seeking to 


register it as the Singapore Tbe 







Party. Low was MP from 1968 to 197 
and was an election agent for a PA 
leader, S. Rajaratnam, in 1976. 

Low has said that the new party, 
which will be made up mostly of young 
professionals, wants to preserve the 
one-man-one-vote system and pay more 
attention to the feelings of the people. 
He added that the PAP had done much 
that was good for Singaporeans, but it 
had recently lost a lot of support. For 
example, his putative party would not 
place undue emphasis on administrative 
efficiency in assessing the potential of a 
political candidate. 

Another member of the group, Tan 
Chee Kien, polled 47% of the votes cast 
in his constituency at the December 
1984 election, the second highest 
number of votes received by an unsuc- 
cessful opposition candidate. He was of- 
fered, but turned down, a non-consti- 
tuency seat in parliament. If they win 
registration, Singapore will have 21 offi- 
cially rec parties. o 
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SCIMITAR WORLDWIDE SELECTION FUND 


The Fund Developed to help the investor secure a global portfolio without the complexities 
of holding individual securities, the Fund issues various classes of shares, with each class 
representing a different type of equity or bond fund. In total, there are 5 international equity 
funds and 5 international bond funds for the investor to choose from, which allows for exposure 
to stock and bond markets throughout the world. 





Flexibility Scimitar allows investors to move from one fund to another under the same 
“umbrella” with ease and at low cost. In fact, the first three portfolio changes each year are free 
of charge, which enables the investor to take advantage of market opportunities. 


Reliability Scimitar offers investors the assurance of the backing of a major financial 
institution, Standard Chartered. You can be certain that your investment is in good hands. 


lity Management The fund is advised by a team of very experienced Investment 
Managers who have access to the worldwide investment intelligence produced by the Standard 
Chartered branch network. 


Introductory Offer To celebrate the launch of this new and flexible way to invest 
internationally, the Fund will be offered at a fixed price between 14 April and 2 May only, with 
daily dealings thereafter. 

Applications to invest in the Fund must be made through the application form contained in the 
Prospectus, which governs the terms and conditions of the Fund. As with other investments of 
this kind, the price of shares and the income from them can fall as well as rise. 


To obtain a copy of the Prospectus, either call in at your local Standard Chartered branch or 
complete and return the coupon below. Alternatively, telephone Standard Chartered 


on 5-8422321/2 or independent financial advisers m: media ehh an um RE a ey MM 
Personal Financial Consultants Limited on 
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AFGHANISTAN 


Its now or never 


A new round of Geneva talks will focus on troop withdrawal 


By Ted Morello in New York 


he pending seventh round of Af- 

ghan-Pakistani proximity talks is 
shaping up as the make-or-break ses- 
sion for negotiating a Soviet troop with- 
drawal from Afghanistan. “The May 
round is very critical,” UN mediator 
Diego Cordovez told the REVIEW after 
reporting to the US State Department 
on his recent 10-day mission to the re- 
gion, which ended on 17 March, 

The UN undersecretary-general 
conferred for two hours on 4 April in 
Washington with US Undersecretary of 
State for Political Affairs Michael 
Armacost. Cordovez said that he “came 
away feeling that we have the support of 
the United States” for opening talks for 
the first time on a timetable for Soviet 
withdrawal and its linkage to guarantees 
against external intervention in Af- 
ghanistan. Earlier, Cordovez added, 
the three other principals to the talks — 
Pakistan, Afghanistan and the Soviet 
Union had agreed to discuss “this 
central issue.” 

Cordovez said he is drafting a com- 
posite working paper to present in 
Geneva to foreign ministers Yaqub 
Khan of Pakistan and Shah Mohammad 





Dost of Afghanistan. He said it would | 


contain his own proposals plus direct 
input from all parties concerned. In his 
March mission to the region, he added, 
“we worked out a set of understandings 
that are unequivocal, unambiguous — 
and confidential.” 

Agreement already has been 
reached on three of the so-called “in- 
struments" which make up the four-part 
blanket accord proposal. The three deal 
with post-settlement non-intervention, 
the return of Afghan refugees from 
Pakistan and US-Soviet guarantees that 
the pact's terms will be implemented. 
Cordovez said the new Geneva round, 
set to open on 5 May and to continue for 
two or three weeks, will *go straight to 
the fourth instrument — to negotiations 
on the whole question of the inter- 
relationship between non-interference 
and withdrawal. This is a break- 
through." 

Until now, the Afghan-Soviet allies 
have refused to deal with withdrawal 
until they had a firm non-intervention 
pledge, principally from Pakistan and 
the US. For their part, Washington and 
Islamabad have balked at giving such 
assurances until Kabul and Moscow 
agree to an acceptable timetable for 
pulling out the 115,000 Soviet troops 
now based in Afghanistan. 

Cordovez said that he received in 
Kabul an Afghan-Soviet draft of instru- 
ment 4 “which contains a timetable" for 





withdrawal. He declined to elaborate. 
However, Pakistani diplomats said the 
time frame is still too long. In the past, 
the Afghan-Soviet axis has proposed 12- 
18 months; Pakistan has held out for a 
six-month schedule. Pakistani dip- 
lomats say the deadlock continues on 
that point. 

UN observers say the negotiating 
process also has been slowed by Pakis- 
tan's refusal to agree to Afghanistan's 
demand for moving from the current in- 
direct Geneva talks to face-to-face en- 
counters. Islamabad has said repeatedly 
that such a formula for discussions 
would constitute de facto recognition of 
what it regards as the "illegitimate" 
Babrak Karmal government in Kabul. 

However, Cordovez emphasised 
that in Geneva, "everything is going to 
be discussed; everything is negotiable.” 
He conceded that even after an um- 
brella accord is signed, fleshing out 


specifics will be a long process. Who, for 
example, will monitor the Soviet with- 
drawal and a cutoff of aid to the Afghan 
guerillas? Even without such assistance, 
will the guerillas end their resistance? 


tog Eiderri mutual distrust” re- 
mains the principal barrier to 
agreement, Cordovez said. He explain- 
ed that “each side believes that the 
other doesn’t want a settlement.” Never- 
theless, Cordovez added, he senses that 
the suspicion is beginning to erode. 
“We are now in a situation where 
some people on both sides are starting 
to believe that agreement is possible.” 
However, he warned that the forthcom- 
ing round must show progress if that 
trend is to continue. Otherwise, he pre- 
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Cordovez; Karmal: everything is negotiable. — 
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dicted, the deadlock could go 
years.” Asserting that there must b 
flexibility on both sides, he commented 


“It takes two to tango.” l 


» Husain Haqqani writes from” Is 
lamabad: Pakistan has reiterated its re 
fusal to negotiate directly with the Kar 
mal regime but is willing to sit with it: 
representative to sign a comprehensive 
political agreement incorporating . 
mutually acceptable timetable for the 
withdrawal of Soviet troops. Kabul con 
ceded to another round of indirect talks 
in Geneva after initially insisting on di- 
rect negotiations with Islamabad. 

"Karmal gave in on the question of 
format in return for Cordovez's assur- 
ance that the Pakistanis would be will- 
ing to sit down with Afghan communists 
after agreement had been reached on all 

uestions, including the timetable," a 
estern diplomat in Islamabad said. 

Pakistani officials view the future of 
the peace process as hinging on agree- 
ment over the Soviet troop withdrawal 
timetable. A Pakistani official saic 
“We want withdrawal of Soviet troops 
within months, not years.” 

But, while the timing will be the 
focus of the next round of talks, a major 
issue had been to secure agreement over 
the format of talks. Pakistan 
rejected suggestions of direct 
negotiations, which would im- 

ly de jure recognition of the 

armal regime, but decided to 
respond —— to what 
Pakistan Foreign Ministry offi- 
cials call "Soviet signals in- 
dicating willingness to with- 
draw." 

Pakistani officials des- 
cribe the May talks as crucial 
and say they are proceeding 
on the assumption that the So- 
viets want to withdraw, pro- 
vided they are assured of a 
friendly government in Afghani- 
stan and provided Afghanistan, 
is not used as a base for opera 
tions against Moscow. 

Two alternative hypotheses 
about Soviet intentions in Af- 
ghanistan challenge the cur- 
rent Pakistani assumption, and a So- 
viet refusal to negotiate early with- 
drawal dates would indicate their valid- 
ity. These are the views that the Soviets 
are determined to make Afghanistan a 
permanent satellite of Moscow or that 
they will withdraw their troops only 
after strengthening the Marxist regime 
there. 

Pakistan hopes that pressure from 
the Afghan resistance will help push 
Moscow to favour an early withdrawal, 
provided it does not have long-term oc- 
cupation plans. If progress is made at 
Geneva over the withdrawal timetable, 
Pakistan will have to secure support for 
the settlement from Iran and the Af- 
ghan guerillas, which might not neces- 
sarily follow despite official optimism. gJ 
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NEW ZEALAND 


Town and country split 


The National Party ousts its urban leader for a farmer 


By Colin James in Wellington 


. de growing split between town and 
country in New Zealand was sharply 
accentuated recently when the opposi- 
tion National Party suddenly replaced 
its liberal urban leader, Jim McLay, 
with his deputy, Jim Bolger, a farmer. 
The move, coupled with a shadow 
cabinet reshuffle on 7 April which pro- 
moted former prime minister Sir Robert 
Muldoon to the front bench, is likely to 
soften further the National Party's ap- 
peal in the cities, where the Labour gov- 
ernment has won over many National 
Party supporters. 
McLay, 41, had been leader for just 
16 months after deposing Muldoon in a 
Loitterl fought challenge in November 
1984. Müldoon. humiliated by the de- 
feat and by McLay's subsequent recan- 
tation on Muldoon's heavily interven- 
tionist economic management from 
1982 to 1984, campaigned against 
McLay. 

Partly because of this, but also be- 
cause of an equivocating presentation of 
alternative policies, McLay quickly 
began receiving record low opinion-poll 
ratings. Rated among potential prime 
ministers, he has consistently scored 
around 3-4% from late 1985, while Mul- 
doon continued to poll around 20%. 
McLay was even eclipsed by Bolger, 
who by late 1985 was polling around 6- 
7%. Even National Party supporters 
consistently said they thought McLay 
was not the most preferred leader. 

This led Bolger to the brink of a chal- 
lenge in early December 1985, after a 
period of sustained demands by Mul- 
doon to be restored to the front bench 
P. demands which were rejected by 

McLay. But intervention by senior 
party officials forced the Bolger camp to 
stay its hand at that time. That embol- 
dened McLay to reshuffle his shadow 
cabinet to demote Bolger supporters 
and promote his own. 

e move restored neither his for- 
tunes, nor those of his party. After yet 
another gloomy poll taken in the first 
week of March by the independent Na- 
tional Research Bureau, which showed 
McLay still at 4% and his party 12 points 
behind the government — despite wor- 
sening economic news, particularly in 
the countryside — Bolger struck sud- 
denly and overwhelmed McLay at a 
caucus meeting on 26 March. This time 
the party hierarchy was not consulted. 

The hierarchy was not happy. It saw 
| McLay as an unfortunate victim of cir- 
cumstance and Muldoon's campaign, 
not as a failure. And in its view — essen- 
tially reflecting pro-market city people 
who see the elite benefiting from the 
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governments policies — they saw 
McLay's moves towards a more market- 
oriented economic policy and his pro- 
motion of young market-oriented liber- 
als as the correct tack to win back voters 
in the main cities of Wellington and 
Auckland who deserted to Labour or 
the maverick rightwing New Zealand 
Party (NZP) in 1984, 

But many from the party's rank and 
file and the bulk of MPs became increas- 
ingly nervous with that approach, espe- 
cially as it cut deeply into farmers' in- 
comes and into the economies of farm- 
er-dependent small towns. Over the 
past two months there has been a string 
of meetings of up to 7,000 farmers who 
have bitterly attacked the government. 
Farm net incomes are calculated by the 





Meat and Wool Board's economic ser- 
vice to have fallen by half in the current 
fiscal year to 31 March 1986. A further 
fall in the 1986-87 year is expected. 


pum income and input subsidies 
are being phased out, ending in the 
next fiscal year. Concessional interest 
rates through the state-owned Rural 
Banking and Finance Corp. are also 
being brought up to market rates. With 
low world prices for the country's main 
pastoral products — meat, wool and 
dairy products — many farmers are in 
desperate straits, particularly those who 
bought or borrowed on land during a 
period of astronomical land prices from 
1980 to 1984. 

The Bolger camp favoured a more 
aggressive opposition exploiting farmer 
discontent and also a greater degree of 
direct government intervention and 
subsidy than that of the McLay camp. In 
February, a group of MPs went public 






with that stance, opening up the split to 
public view. 

The problem for the National Party 
is that this stance appeals to the coun- 
tryside, where it is already virtually cer- 
tain of retaking provincial town seats 
from Labour in the next election, but 
does not appeal in the cities, where it 
must take seats to convincingly wrest 


government power from Labour. Key | - 


people in the organisation, therefore, 


see Bolger's election as a reactionary | 


move. 

So does the government. 
move would ensure the re-election of 
his government when it goes to the polls 
— at the latest, according to electoral 
laws, in early September 1987. 

Bolger, aged 51, has been in parlia- 
ment since 1972, holding the key labour 
portfolio from 1978 to 1984, during 


Prime |. 
Minister David Lange crowed that the | 


which he initiated legislation (since re- | 


versed by the Labour government) to 
make membership of unions voluntary. 
He is a Roman Catholic, one of the few 
to reach high office in New Zealand 
politics. He ran twice unsuccessfully 
against McLay — in Feb- 
ruary 1984, when McLay 
became deputy prime 
minister and in November 
1984, when McLay became 
leader. 

Deputy leader is George 
Gair, an urban liberal and 
skilled administrator with à 
reputation for sorting out dif- 
ficult ministerial portfolios 
such as energy, health and 
transport. He was down- 
graded by McLay in the Feb- 
ruary reshuffle. Backers of 
the leadership change argued 
that he would ensure the new 
line-up appealed to the cities, 
but at 59 and after two can- 
cer operations, he is seen by 
party insiders as past his best. 

Bolger in any case had 
another card up his sleeve. The NZP 
reached agreement with National Party 
president Sue Wood that it would dissolve 
provided its members could join the Na- 
tional Party. Although large numbers of 
NZP votersin 1984 now favour the Labour 
government, Bolger was able to present 
the move as accommodation with the dis- 
affected rightwing and claim that the old 
national voting coalition had been re- 
stored. 

The party's founding leader, former 
National backer Bob Jones, who aban- 
doned the leadership in July 1985, dis- 
agreed. But Jones himself was the 
centre of a bizarre turn of events when 


he sued the NZP on 25 March for 


NZ$750,000 (US$399,000) he claimed 
he had lent it to fight the 1984 campaign, 
at which it got 12% of the vote. The suit 
was a powerful persuader to the rem- 
nant leadership to throw its lot in with 
the National Party, with which it has al- 
ways claimed underlying affinity. @ 





























































































owards total 


ly John McBeth in Bangkok 
if hen the Communist Party of Thai- 


O a state of almost total collapse in 
early 1980s, the Thai Government 
oubled its effortsto consolidate what 
been achieved in the political field 
turned its attention to other related 
ties. Among these were a broad 
ategy to secure its territorial integ- 
/, improve access to remote border 
eas and, in accordance with changing 
eat perceptions, to strengthen the 
lage security network along the east- 
ifrontier with communist Indochina. 

"Thailand's thinking has come a long 
y in the past two decades. The late 
eld Marshal Sarit Thanarat (1958-63) 
is probably the first Thai leader to 
ise the important hnkages between 
onomic development and national 
rity. Yet unlike a number of more 
ogressive generals who emerged in 
> 1970s — notably former supreme 
mmander and anticommunist ar- 
hitect Gen. Saiyud Kerdphol — Sarit 
ind his similarly authoritarian success- 








much wider approach than theirs, which 
would have allowed political action to 
ake greater precedence over military 


ts supporters. 
So it was that in the nine years fol- 


` * 





liberation army in the northern 
ncial tri-border area of. Phit- 
okë, Petchabun and Loci. in 1968, 
overnment concentrated almost 
2i on force to crush the rebel- 


At its peak between 1975 and 1978, 
CPT fielded 12-14,000 armed gueril- 
who had direct control over 400 vil- 
es and were able to exercise a mea- 
e of influence over 6,000 more in 38 
— s 71 provinces. Nattonal 
irity Council Deeretu y enene 








—* were under communist sway 
d he says of that period: “We looked 
ind we studied an 


Most. — and communist defec- 
"themselves; put the party's even- 
‘demise down to effects of the Sino- 
tnamese split and, more impor- 
ntly, to the refusal of the rigidly pro- 
ainese .leadership to adapt to a 
nged political and social environ- 
ment. But it is also true that a more en- 
lightened government approach in the 
late 1970s served to hasten: the: party’ s 
lownfall.: b 1977, a s ly | 

















and's (CPT) armed rebellion fell 


s failed to consider the benefits of a 


jperations in dealing with the C PT and. 


owing the official establishment of the - 


to find a balance,” 


we. wondered why 
ve could not MP them [rom spread- b 


oN rch 


urity 


sioned Defence Ministry policy paper 
for the first time gave official recogni- 
tion to security as a multi-dimensional 
concept in which economic develop- 
ment constituted an integral part. 

This concept, known in official par- 
lance as "the total defence system," was 
taken a step further with the introduc- 
tion of Prime Ministerial Orders 66/ 
2523 (1980) and 65/2523 (1982) which 
among other things identified com- 
munist revolutionary war as the most 
significant threat to Thailand's security 
and laid down what has been called a 
peaceline struggle to combat the CPT's 
armed struggle. It was not until the 5th 
Five- Year Plan (1982-86), crafted in the 
climate of a still-active insurgency, an 
increasing external threat from Viet- 
nam and a growing economic downturn, 
that Thailand’s defence requirements 
were built into overall economic and so- 
cial development planning. The reason- 
ing was simple: domestic security held 
the key and if the home front was sec- 
ured, the country would be better 
equipped to deal with external threats. 


rasong acknowledged in an interview 
'that the National Security Council 
and the National Economic and Social 
Development Board (NESDB), the two 
bodies primarily - responsible for the 
plan, had a difficult task trying to make 


the economic and military sectors 
understand that both were equally im- 


portant to Thailand' s security, "We had 
he said. “The mili- 
tary needed to improve its capabilities 
and economic development was also 
necessary, but we didn't have enough in 
the budget and we had to let them see 
why we could not always fulfil their ob- 
jectives. Situations change and when 
they do, then we have to shift away from 
or stop a project.” 

The security chief pointed out that 
this had occurred to some extent over 


| the past four years, with the i insurgency 
coming to a virtual standstill. The result - 


has been that there 1s now more atten- 
tion being focused on Vietnamese in- 


tentions in Laos and Cambodia. The | 
fifth plan gave high priority to the deve- 
lopment of security-sensitive areas, in - 


many cases former CPT strongholds 


and for the most po Mong the coun- | 





Farmers in the formula: page 32. 
A growing business: page 33 
Reduced isolation: page 34 
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in fact dovetails witt —— feed " 
to strengthen the country’s defences - 
against an external threat, a good deal - 
more emphasis will be. applied to the 
growth of so-called. volunteer self-de- 
fence and development. villages, par- 


ticularly on the northeast frontier. 


The brainchild of King Bhumibol 
Adulyadej, security development was 
first applied in prolong ed government 
efforts to take Khao | | 
feature in the Phitsanuloke-Petchabun- — 
Loer triangle and probably the biggest 
of four key CPT strongholds that in- 
cluded Nan province to the north, the 
Phou Pan range in the northeast and 
Chong Chang in the south. It was a 
uniquely Thai gameplan and, in many 
ways, uniquely simple, combining army 
operations with a strategy of road-build- 
ing and associated economic develops 
ment and resettlement that denied th 
terrain to the insurgents. 

Such was the closeness of the re- 
lauonship that log-armoured bulldozers 
were actually used as the spearhead in 
the crucial assault in January 1981, that 
broke the back of communist resistance 
on the peak itself. Since then, Khao Kor 
and the surrounding Khek River Basin 
have been transformed into a showpiece 
development poc which will reach 
another significant milestone in Sep- 
tember when it passes from military to 
civilian administrative control. 

While the fallen. stronghold has 
served as the model for security deve- 
lopment, it is also true that the personal 
involvement of the king — who contri- 
buted money from his own pocket to 
give it a start— unleashed the sort ofen- 
thusiasm and widespread support that 
other projects have not benefited from. 
As a model in itself, however, it set the 






areas under CPT control, notabt 
Chong Chang (Camp 508) in southern” 
Surat Thani province, which was Over- . 
run by government forces in early 1982. 

. Now a flourishing village reached by. . 
an asphalt road, the camp is part.of a 
broad development programme cover- 
ing more than 25,000 people, many of . 
them former CPT. sympathisers and 


their families, in settlements scattered 


through the once troubled districts of | 
Wiang Sa, Pasaeng and Ban Na San. — 
The last serious incident in the south - 
was the ambush-slaving of nine soldiers 
in northern Surat Thani in September 


1984. Even though they are limited in 
‘both number and effectiveness, the re- 
gion retains the largest concentration of 


guerillas still lurking in Thai jungles. 
In all, 17 security development pro- - 
jects, costing upwards of Baht 1.1 bib- 


.or, a mountain | 










Council emergency planning commit- 
tee. In some areas, CPT defectors have 
directly benefited from the programme, 
including a significant number in Nan, 
northeastern Mukdaharn province and 
in the western province of Tak where 
they have been permitted to stay on and 
develop their former base areas under 
military and government supervision. 

But it is not just old CPT areas that 
concern officials. Prasong points first to 
problems with opium-growing hill- 
tribesmen and related linkages to the 
Burma Communist Party (BCP) on the 
northern border, and then to the Mus- 
lim separatist movement and the Com- 
munist Party of Malaysia (CPM) 
in the far south. He also dwells 
on more basic rural issues in- 
volving the landless poor, the 

uality of village administra- 

tions and local officials, and un- 
emplovment — factors which 
once contributed to the spread 

"the. communist insurgency 

d could lead to its revival. 

Another related preoccupa- 
tion has been the securing of the 
country's borders. One impor- 
tant manifestation of this policy 
was the bloody 1982 expulsion 
of Golden Triangle opium war- 
lord Khun Sa from his Ban Hin 
Taek stronghold in northern 
Chiang Rai province (REVIEW, 
25 Feb. '82). Later, authorities 
moved against the Kuomintang, 
the Nationalist Chinese soldiers 
who fled their homeland during 
the communist takeover in 1949 
and drifted through Burma into 
Thailand. Most have now been 
disarmed, issued with Thai 
identity cards and have been 
told to apply for Thai citizen- 
ship as part of an army-directed 
programme to wean them away 
from narcotics trafficking and a 
ife outside the law. 


j 





tronger measures have also 
been taken against other 
Burmese minority groups, 
though it is going to take Ran- 
goon some time to be convinced 
that there has been any real 
change in long-standing local 
Thai empathy towards the 
Karen National Union (KNU), 
one of the largest anti-Burmese 
rebel groups. Recent reports 
that KNU fighters have now 
been equipped with new AK-47 assault 
rifles — a weapon that has been seen in 
increasing numbers in Thailand in re- 
cent years — have not gone down well 
with the Burmese Government and dip- 
lomatic sources say the Burmese are 
curious and suspicious about Thai road 
building on the border. 

For their part, the Thais are still wor- 
ried about the southward spread of the 
BCP and there is a feeling among some 
analysts that the communists and not 
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the financially strapped government 
could very well fill the vacuum east of 
the Salween River if the embattled 
KNU ceased to exist as a viable force. In 
1983, current Thai army chief of staff 
Gen. Chaovalit Yongchaiyut, warned 
that the western border posed a poten- 
tially major threat to national security 
and said it had been neglected for too 
long. Referring to the backbone that 
runs almost the length of the western 
frontier, he said: “Any party which can 
gain control of the Tanao Sri mountain 
range can control Thailand." 

It is for this reason that roads are 
playing an important part in allowing 


Scene of 
three-hamilet 
dispute 





REVIEWMAP by Andy Tang 


overnment control to extend to the 
orderline itself. While the 70-mile 
route from the frontier market town of 
Mae Sot to Umphang district in the 
south was built to quell a virulent CPT- 
backed hilltribe insurgency during the 
1970s — and cost hundreds of lives in 
the process — the newly completed 
road linking Mae Sot to Mae Sarieng 
150 miles to the north was completed 
with a wider strategic purpose in mind. 
The same applies to a planned 150-mile 


road between Umphang and the west- 
ern border province of Kanchanaburi — 
the final link in a highway that extends 
through northwesternmost Mae Hong 
Son province and loops around into 
Chiang Mai. 


O n the northern border, the Nan rin 
road is nearing a link-up after 1 
years of endeavour — a project similar 
in nature to that which has opened up 
the Nam Ngao river basin inthe Thoen 
district of neighbouring Chiang Rai 
where former CPT guerillas, who spent 
years blocking construction efforts, 
have now been resettled with govern- 
ment assistance. And in the far 
south, Prasong has been explor- 
ing the feasibility of a coast-to- 
coast route between Satun and 
Narathiwat provinces. 

The Thais have already 
begun building strategic roads 
into jungle sanctuaries alon 
the border where 1,500 CP 
guerillas have been holding out 
since the end of the Emergency 
in the early 1960s. Much of 
the work is being done in the 
Betong salient, the scene of the 
most recent Thai-Malaysian 
operation against the fac- 
tionalised insurgent force. Ma- 
laysia does not have an amnesty 
programme, but the Thais say 
they intend to resettle defecting 

uerillas on their side of the 
order and eventually offer 
them Thai citizenship. 

The emphasis on develop- 
ment villages under the sixth 
plan is a more concentrated ef- 
fort to improve rural security in 
general, as well as meeting à 
specific threat from across the 
eastern border. Between 1982 
and 1986, Baht 970 million was 
earmarked for 4,000 such vil- 
lages — 630 in the central re- 
gion, 1,240 in the northeast, 
1,010 in the north and 1,120 in 
the south. Under the program- 
me, the army organises and 
trains armed village units while 
government agencies teach rural 
development techniques, safety 
measures and village administra- 
tion and also provide improved 
health and education facilities. 

No effort is being made to 
consolidate villages, but those 
that are trespassing on reserve 
land will be re-located — a policy 
adopted throughout the country to pre- 
vent the further depletion of the na- 
tion's forests. Prasong describes this 
programme (known as or por por) as an 
offensive defence. He told the REVIEW: 
"We decided to concentrate on the east- 
ern border because the threat comes 
from that direction. We didn't want to 
wait; but to get in first and build up 
more villages in order to give people 
greater confidence in their security." Ky 
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Farmers replace rebels 
in security scheme 


By John McBeth in Petchabun 


n the late afternoons these days, 

tourists take the quarter-mile walk 
across Lan Hin Taek (Cracked Rock 
Plateau) to the crest of a bluff to watch 
the sun go down over the jungle, spread 
beneath the lip of the Phou Hin Long 
Kla highlands. Just a few years ago, the 
only people enjoying the spectacle were 
Communist Party of Thailand (CPT) 
guerillas. 

Further south, across a highway 
which links the northern provinces of 
Phitsanuloke and Petchabun, Thai 
army officers stroll between rows of ex- 
— crops in the shadow of the 

hao Kor mountain range, where insur- 
gents Once grew rice and corn in jungle 
clearings. 

Beyond Khao Kor, perched on the 
spur of another former communist-held 
hill, Khao Ya, is the American-style 
Royal Mountain Lodge — a Baht 26 
million (US$1 million) retreat for the 
Thai royal family, which army engineers 
completed last year after working 
around the clock for seven months. Set 
amid manicured gardens and with its 
own generator and water reservoir, the 
two-storey lodge lies a short distance 
from jungle slopes still littered with 
booby trape, On the other side of the 

eak are the remains of a CPT logistics 
ase and a hospital. 

For more than 13 years, the Khao 
Kor-Phou Hin Long Kla mountain 
stronghold was the lynchpin of com- 
munist strategy in northern Thailand — 
a bridge linking the country’s northern 
and northeastern regions, the cutting 
edge for what military experts say was 
an ambitious plan to thrust southwards 
along the edge of the Korat Plateau and 
into the Lahansai range as far as the 
Cambodian border. The plan’s aim: to 
sever the 17 northeastern provinces 
from the rest of the country. 

The human cost paid by the Thai 
Government to wrest control of the 
stronghold from the CPT in 1981-82 is 
reflected in the 1,300 names etched in 
gold on a 24-m tall Italian-marble 
monument which stands atop Khao 
Kor. Below is another less-tangible 
monument — a patchwork of roads, vil- 
lages and cultivated fields which tells 
the unfinished story of the multimillion 
dollar Khek River Basin Security Deve- 
lopment Project that has transformed 
the area over the past four years into a 
potential food bowl and tourist spot. 

Communist guerillas first moved 
into the area in 1968, three years after 
the CPT began its armed struggle 
against the government. In 1972, the 
Bangkok-based Ist Infantry Division 
launched a month-long attack on Phou 





Hin Long Kla, taking as many as 50! 
casualties in bitter fighting against in 
surgents holed up in caves and crevice 
across a 15-sq.-mile rock plateau. The) 
military strongman Prapas Charusa 
thien claimed success and said evei 
then that the area could be turnet 
into a tourist spot. But within eigh 
months, the communists were filterin, 
back — and gaining a firmer hold thai 
ever. 

First Cavalry Division chief of staf 
Col Apichit Kantharat said for year 
military planners thought Phou Hir 
Long Kla was the key base area, bu 
looking at communist expansion int« 
villages around the edges of the mou 
tain ranges they soon began to reali 
that Khao Kor — closer to the Centra 
Plains heartland — was a far more im 

rtant target. Efforts to take the peak 


egan in 1976-77 under the comand o! 
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Indochina combat veteran Col Pichit 
Kullavanich, current commander of the 
Ist Army Region. 

Over three years, government forces 
lost a man for every 100 m of an eight- 
mile-long strategic road built from the 
small village of Thung Samor to the foot 
of Khao Kor. But according to Lieut- 
Col Manop Sripong, a former P cop- 
ter pilot who served with Pichit through- 
out the ioc gn. it was to provide a 
testing ground for a concept known as 
security development. 

Acting on suggestions from King 
Bhumibol Adulyadej, the army began 
clearing the sloping ground on either 
side of the road and bringing in 
hardy settlers to live and grow crops. 
As the road progressed, so did econo- 
mic development, which in turn denied 
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the now-bare terrain to the insurgents. 
It was another two years and an esti- 
mated 300 government lives later before 
Pichit was able to break the back of 
communist resistance on Khao Kor. Fi- 
nally, he used bulldozers to cut through 
uerilla fortifications and to detonate 
undreds of mines and boobytraps in a 
drive along the crest of the ridge 
(REVIEW, 8 May '81). By July 1983, 
with the guerillas either surrendering or 
fleeing north into Laos, government 
troops had overwhelmed the CPT's 
main headquarters on Phou Nong Mae 
Na to the west and also secured Phou 
Hin Long Kla with little resistance. 
Today, Khao Kor bears little re- 
semblance to the dusty battleground it 
once was, and towards the end of this 
year the responsibility for its overall ad- 
ministration will pass from the Ist 
Cavalry Division to Petchabun provin- 
cial authorities. Now turned into a sub- 
district, it boasts five primary schools (a 
secondary school is under construc- 
iion), five health stations, a post office, 
police station and a simple hotel. 
There is also a project and research 
centre involved in irrigation, agriculture 
extension work, fisheries, animal hus- 








Manop: testing ground. 


bandry, reafforestation and community 
development. 


ombining the efforts of the agricul- 
ture, education, health and interior 
ministries, total government outlay for 
Khao Kor development work between 
1978 and 1985 was Baht 170 million. 
Another Baht 10-20 million was pro- 
vided by the private sector, with the 
royal lodge financed by public subscrip- 
tion. The cost of military ground and air 
operations to secure the stronghold will 
probably never be known, though a 
forestry official claimed that in some 
years it went as high as Baht 600 million. 
Thirty-two villages have been estab- 
lished along mostly tar-sealed roads, 
which skirt both sides of Khao Kor and 
cross the valley floor to the west. But 
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cultivation is only permitted for 1 km 
from each side of the road. 

Ten of the hamlets are populated by 
a mixture of lowland Thai and resettled 
hill-tribesmen, an experiment which 
army officers say has worked well. 
Many of the initial settlers were army 
veterans, joined over the succeeding 
years by survivors of a specially trained 
400-strong hill-tribe unit, locally re- 
cruited Rangers who had fought in the 
Khao Kor campaign and lowland Thai 
farmers brought in from Petchabun, 
Phitsanuloke, Loei and Khon Kaen pro- 
vinces — and even southern Thailand. 

Each of the 1,500 familes in the 
18,100-acre project area were allotted 
20 rai of land, and supplied with build- 
ing materials, agricultural implements, 
seeds and insecticides to give them a 
start. The average household earns an 
estimated Baht 12,000 a year, but a 
number who have learned to exploit the 
richness of the soil are pocketing up to 
Baht 20-30,000. 

Although rice and corn are the 
mainstays, researchers are reporting en- 
couraging results with a variety of cold- 
season, high altitude crops, including a 
wide range of vegetables, coffee, Israeli 
apples, Taiwanese advocados and a 
selection of Japanese, Chinese and 
European apricots, apples and peaches. 

Pichit is promoting the cultivation of 


vitamin C-rich passion fruit, which is 


turned into juice by a Chanthaburi can- 
nery on the southeast coast. Now a 
three-star general, whose Khao Kor 
achievements have brought him into 
close contact with the palace and within 
a heartbeat of the Thai army's highest 
post, Pichit still returns almost every 
month to the area. 

Phou Hin Long Kla, 30 miles to the 
north of Khao Kor, is now a 190-sq.-mile 
forest reserve. Around the boundary of 
the park are 25 villages populated 2 
more than 1,000 resettled Hmong hill 
tribesmen. They once served in a sup- 
porting role for the 750-1,000 guerillas 
who operated in Zone 234, which covers 
the tri-border area of Petchabun, Phit- 
sanuloke and Loei provinces. 

Army officers are uncertain how 
many armed insurgents disappeared 
into surrounding jungle, but they do 
know one of them: hard-core leader 
Thamrong Chandawong, also known as 
"Comrade Pichai," who continues to 
criss-cross the Thai-Lao border along 
with a handful of men. 

Still missing too is Comrade Kam- 
phet, a shadowy senior cadre from 
southern Phatthalung province, who 
headed the zone's political indoctrina- 
tion school. But for chief political com- 
missar Jumae Sae Lee (“Comrade 
Narong"), time ran out last December. 
Fully two years after he was forced to 

ive up Phou Hin Long Kla without a 
ight, the ethnic Hmong leader emerged 
from the jungle and surrendered so he 
could get medical treatment for his 
cancer-stricken, 45-year-old wife. p 
























































Sweet smell 
of success 


W hen Banchert Kunwong moved 
on to his newly acquired property. 
on the Khao Kor plateau 17 years ago, 
Communist Party of Thailand (C 
guerillas were already esta their 
own foothold on a rugged ridge only a 
few miles to the south. Over the next de- 
cade, the 61-year-old horticulturist 
found himself on the fringe of a battle- 
ground. “I used to hear gunfire going on 
all day," he recalled. “If I didn't hear it, 
I used to worry that something was 
about to "n. 

But nothing ever did. During his 
time at Ban Lao Kok Koh, barely three 
miles from the northern tip of Khao 
Kor, he never had a visit from insur- 
gents and says they probably thought he 
was doing some good for the local com- 
munity. The son of a village headman 
who left —— with his family in 1940 
to raise racehorses near the Petchabun 
perenn capital, Banchert took over 

70 acres of land that had already been 
cleared by tribal shifting cultivation. 

Initially, he only planned to grow 
lychees, but because it took four to five 
years for the trees to bear fruit he began 
to plant vegetables as well. “I started off 
growing the same crops as the villagers: 
sweet peas, cauliflowers, cabbages and 
Chinese lettuce,” he says. “Then I 
realised that because of the more sys- 
tematic and sophisticated methods I was 
using I was taking away their liveli- 
hood.” Banchert’s answer was to exper- 
iment with other crops like head lettuce, 
eggplant, Japanese cucumber, celery, 
parsley and carrots — what he calls the 
more up-market vegetables that he now 
sells exclusively to Bangkok supermar- 
ket chains and overseas buyers. 

“My approach is not to grow some- 
thing and then look for a market,” he 
explains. “What I do is look at the mar- 
ket first and then grow what is re- 
quired.” Apart from the two or three 
tons of lychees he sells each year, he has 
also branched out into mangoes, 
avocados, Japanese loquat and Orien- 
tal plums and apricots. Flowers too have 
become an important income earner 
with the growth of Thailand’s cut-flower 
market in Western Europe and Scan- 
dinavia. And along the narrow avenue 
leading to his two-storey home are 
stands of bamboo which he grows for 
furniture makers. 

A perfectionist who is always look- 
ing for new ways to improve plant types, 
Banchert has become something of a 
father figure to visiting agriculture stu- 
dents anxious to learn about his some- 
times unorthodox methods. He is no 
less anxious to make sure what he has 
built so far endures. Four of his seven 
children are studying horticulture. 

— John McBeth 





Isolated no more, but 
still a bit insecure 


By John McBeth in Ban Waen, Nan province 


ighteen years after earthmovers 

made their first cut, a strategic ring 
road along the Thai-Lao border is now 
only 12 miles — and maybe four years 
— away from — Through 
most of these years, the guerillas of the 
Communist Party of Thailand (CPT) 
were the main obstacle, inflicting heavy 
casualties on troops and construction 
workers alike in a determined effort to 
protect infiltration routes and rear base 
areas. 

Today, a scarcity of funds provides 
the main constraint, though an end to 
the communist harassment three years 
ago brought the cost per km down from 
Baht 6 million (US$ 229,000) to Baht 2 
million. 

The 120-mile-long ring road that be- 
ins and ends in the Nan district town of 
ua ends a lifetime of isolation foi 

thousands of villagers in one of Thai- 
land's remotest regions. Construction 
boss Chanchai Phromsaka na Sakol- 
nakorn, a former Highways Depart- 
ment inspector who still rides to the Ban 
Waen roadhead packing a pistol and a 
Winchester rifle, has few illusions why 
the government persevered. 

"This road was built only for security 
reasons and it followed the tops of the 
ridges to cut down the danger of am- 
bushes," he says. "The condition of the 
early part of the road isn't very good be- 
cause the harassment was such that lit- 
tle attention was paid to standards. The 
purpose was to give the army access.” 

More than 200 soldiers and civilians 
were killed on the project between 1969 
and 1983, making it one of the costliest 
strategic highways built during the 17- 
year conflict with the CPT. The attacks 
ended with the mass defection of hun- 
dreds of guerillas and their supporters in 
September 1983. At the 65-km marker, 
on the southern arm of the road, the sur- 
face changes from potholes to a relative- 
ly smooth carriageway that drops 
steeply into a narrow strip of rice-grow- 
ing flatlands. 

Little has been done on the northern 
end of the highway since it reached the 
target settlement of Huai Kon in the late 
1970s, but with the pressure off in the 
south, progress has been steady. 
Charnchai, who subcontracted the job 
from another company to establish his 
credentials for future government con- 
tracts, heads the fourth private firm to 
have had a hand in building the road. 

But though he is within sight of Ban 
Dan, the village which marks the end of 
his contracted 15-km stretch, the job 
will not be completed until next Feb- 
ruary. When the rains come in May or 
June and turn the site into an unwork- 





able quagmire, he will lay off his 300- 
strong labour force and wait out the 
next five months. 

Although communist resistance has 
faded away, the close proximity of the 
unfriendly Lao border and the fact that 
ragtag armed remnants of the CPT are 
still present in some areas, means that 
security is not neglected. On a steep 
1,400-ft ridge high above Ban Waen is a 
40-man border patrol police outpost, 
linked by radio to a 12-man cavalry de- 
tail guarding the roadhead itself and à 
force of 70 rangers based at Ban Dan. 

Traffic along the completed part of 
the road is restricted to an intermittent 
passenger service and the odd supply 
truck, but it opens up à new world to 
families of mainly Thin tribal origin. At 
the small valley scttlement of Bor Klua 


Huai Lak Lai settlers: fears linger. 











Nua, a sprightly 80-year-old woman 
said she had left home only twice during 
her lifetime on both occasions to 
make the 60-hour trek across the rugged 
hills to Pua. 

The government first established a 
presence in Bor Klua Nua, Pha Kuak 
and neighbouring hamlets in the mid 
1960s, with cavalry and border patrol 
outposts dependent solely on helicopter 
resupply. Until the road reached them, 
the villagers were content to grow 
enough rice for their own needs om ac- 
cording to army sources, those of the so- 
called forest people — the CPT. Now, 
they plant corn as well for sale. 

Unlike the showpiece Khao Kor pro- 
ject, where more resources were avail- 
able, modest early attempts to intro- 
duce security development at one criti- 
cal point along the embattled road met 











largely with failure. At Huai Lak Lai, 
the beginning of a 10-mile stretch where 
more than 30 of the road-building force 
were to die, the cavalry brought in 100 
pioneering families to settle and grow 
crops along the roadsides. Most of them 
packed up and left after the first year be- 
cause mines and boobytraps in the sur- 
rounding hills made it too hazardous to 
clear new farmland. Today, only 14 of 
the original families remain — as does 
the fear of leftover boobytraps. 

Each family farms about three acres, 
growing rice, corn and bananas. There 
is a health clinic with a nurse and pri- 
mary school. And 25-year-old Bunleng 
Palanglit, who came to Huai Lak Lai as 
a teenager, has no intention of leaving. 
“The life here is only a little better than 
what we had before," he says, “but at 
least we have our own land.” A short 
distance up the road ts the Thin village 
of Yod Doi Wattana, whose 57 families 
were brought in from the hills in 1981 as 
a way of denying supplies to the CPT. 

These days, it is the disarmed gueril-« 
las themselves who are being looke 
after by the army, as they are in other 
parts of the country. Following his 
surrender in September 1983, 
former 4th Zone secretary-gen- 
eral Nom Pongprasert and more 
than 1,000 supporters were per- 
mitted to settle kibbutz-style in 
their old Ban Nam Chang base 
area in the northeast corner of 
Nan. With cavalry and border pat- 
rol police doubling as teachers for 
their children, they are being as- 
sisted by four government minis- 
tries who look after their health 
needs and offer advice in cattle- 
raising and farming. 


NT a 36-year-old native 
of northeastern Nakhon 
Phanom province, crossed the 
Mekong Kiver with a few friends 
when he was only 16 and was 
drafted into the Pathet Lao army. 
He served in an artillery unit P 
two years before being sent té 
North Vietnam for 11 months of 
military training and political educa- 
tion. He infiltrated back into Thailand 
in 1964 and over the following years 
operated in the northern provinces of 
Chiang Rai, Nan, Phitsanuloke, Petcha- 
bun and Loei. Married to a Lua tribal 
woman and the father of four children, 
he now acts as the main go-between 
with the army; ironically, he counts a 
Nan-based cavalry colonel as one of his 
closest friends. 

Similar assistance is being given to 
former insurgents at three other sites, 
including the CPT's one-time northern 
region headquarters at Ban Sop Maew, 
16 km east of Huai Lak Lai. It was near 
here in February that a defector was 
killed by a communist boobytrap as he 
was returning after trying to negotiate 
the surrender of CPT holdouts along the 
Lao border. Acting on his dying wishes, 
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You work overseas. Hard and long hours. But are 
you getting the most out of it hnancially? 

You have to plan carefully. And you need profession 
al advice. Advice from someone you know you can trust 

Lloyds Bank can help you and your family with all 
the financial problems that come from working abroad 

Our specialists havi years ol 
people like yourself with their finances. So look out fot 
them when they visit the major expatriate centres. They 


hold free seminars, giving sound expert advice on finance, 


taxation, savings and investment 

We also offer an excellent back up service here at 
home. We advise you on how to make the most of your 
offshore status. And help you to decide upon the best way 


to invest vour savings, and arrange the most suitable 
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insurance schemes. What's more we can unravel the com 
plexities of your tax situation. In short we can explain the 
alternatives and recommend appropriate arrangements 
for you, so that your money works as hard as you do 
Write to one of the addresses 
Lloyds Bank branch when you're on leave in Britain 
John Evans, Assistant Manager, Lloyds Bank Plc, 
West End Centre, 16 St Street, 
SWIA LET England 
Bran West, 
Deputy Manager, 
Lloyds Bank Ple, 
9 Broad Street, 
Lt. Helier, Jersey, 
Islands. 
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authorities buried him where he died. 
Military sources say the holdouts ap- 


pear to live an aimless existence, criss- 


crossing the Lao border in much the 
same way as a shifting population of 
traders, Lao refugees and Hmong and 
Thin tribesmen. Latest intelligence re- 
rts name regional secretary Waitoon 
inthuwanich, Nan provincial commit- 
tee secretary Nop Prasertsom and Zone 
234 leader Thamrong Chandawong as 


the three leading figures, but say they 


have no more than 90 armed followers. 
Although Lao authorities appeared to 
deal harshly with the Chinese-aligned 
CPT at the time of the Sino- Vietnamese 
split, local Lao commanders are now 
more benign in their approach. 

As many as 5,000 refugees, or so- 
called "freelivers," are reported to have 
camped in the remote border areas of 
Nan and neighbouring Uttaradit pro- 
vince, some of them former Nam Yao 
camp inmates who took to the hills 
rather than join the enforced exodus to 
Loeis Ban Vinai camp when refugee 
settlements were being consolidated 
three years ago. Although Nam Yao 
was officially closed at that time, it is 
now the home for about 1,500 Hmong 
and Thin tribesmen from Laos, whose 
claims to Thai citizenship are being 
studied by Interior Ministry officials. 

The three-hamlet dispute on the bor- 
der between Uttaradit and the Lao 
province of Sayaboury has lent a certain 
unease to Thai-Lao relations, in large 
part because the squabble is on the land 
frontier rather than the more easily de- 
fined | Mekong River boundary 
(REVIEW, 16 Jan.). Third Army Region 
commander Lieut-Gen. Ruamsak Chai- 
komin says the situation is generally 

uiet and tends to play down reports 
at eight Pathet Lao battalions are 
stationed along the Nan border. 

All the same, there have been prob- 
lems. On 14 September last year, under 
circumstances which are still not en- 
tirely clear, Pathet Lao troops crossed 
into Thailand and massacred 13 people 
after local authorities allegedly confis- 
cated livestock and other goods that had 
been brought in from Laos for trading. 
Three weeks later, in the same area, 
Thai rangers and border patrol police 
engaged Pathet Lao intruders who had 
encircled an outpost near the hill-tribe 
village of Sop Puen on the northern end 
of the strategic highway. 

In February, according to military 
informants, the 10th and ISth Thai cav- 
alry battalions carried out manoeuvres 
on the northern border in what one 
source described as a *show of force." 
Alarmed Pathet Lao gunners are re- 

rted to have fired a number of artil- 
ery rounds into Thailand, but there 
were no casualties and the Thais claim 
tensions have since abated. In the 
meantime, as the vagaries of border 
contacts will have it, Lao soldiers con- 
tinue to trade their rifles and grenades 
for food and clothing. ü 


PAKISTAN 


Strong-arm tactics 


The ruling party ousts a provincial assembly speaker 


By Husain Haqqani in Islamabad 


Ta recent removal of the speaker of 
the Sindh provincial assembly is 
seen by opposition politicians as an at- 
tempt to impose conformity within 
Pakistan's legislatures. Speaker Abdul- 
lah Hussain Haroon, an independent, 
was removed through a vote of no-con- 
fidence initiated by the ruling Pakistan 
Muslim League (PML) after he refused 
to join the party. 

Sindh’s Chief Minister Ghous Ali 
Shah claimed Haroon was not impartial 
in conducting the business of the house 
and accused him of playing politics 
through his office. Haroon, supported 


by independent members of parliament 
as well as the Sindh assembly, said the 
chief minister wanted to install à PML 
speaker who would limit the opposi- 





Junejo: challenge expected 





tion’s legislative role. “As the speaker I 
have acted independently and accord- 
ing to rules,” he said, adding, “the rul- 
ing party does not like such indepen- 
dence.” 

The conflict between the speaker 
and the chief minister dates back to the 
early days of the present assembly when 
martial law was still in force. Shah, a 
High Court judge, was appointed chief 
minister last year as a compromise can- 
didate after factional differences in the 
then non-party assembly prevented the 
selection of an acceptable leader. 

After his appointment, Shah re- 
signed his judicial position and was 
elected (o the provincial assembly in a 
by-election. Many Sindhis resent the 
method through which Shah was ap- 
pointed, and Haroon's rulings in the as- 


sembly were seen as an expression of 
this dissatisfaction. 

Sindh is the home province of Prime 
Minister Mohammad Khan Junejo as 
well as the late premier Zulfikar Ali 
Bhutto and is considered politically sen- 
sitive because of its support for Bhutto's ` 
Pakistan People's Party (PPP). *The 

overnment feels particularly insecure 
in Sindh which is why they want tighter | 
controls over matters there," said a Ha- 
roon supporter in the national assembly. 

Several recent actions point towards 
that insecurity. While civilian governors 
were — in all provinces at the 
end of martial law early this year, 
Sindh's military governor, Lieut-Gen. : 
Jahandad Khan, continued in office 
after retiring from the army. The chief 
minister was chosen from outside the 
elected assembly, and Sindh became the 
— to revive the PML. 

e government decided to get rid of 
Haroon after his independent stance 
disturbed Shah’s plans for strengthen- 
ing the PML both within and outside the 
legislature. A motion of no-confidence 
was moved by 46 PML legislators. But 
instead of resigning under pressure, Ha- 
roon decided to fight on. 


Om assemblymen supported 
im by raising doubts about the 


legal status of the 46 members who join- 
ed the PML before the national assem- 
bly legislated to revive political parties. 
The assembly was due to debate the op- 
position motion on 30 March, but PML 
members stayed away from the house, 
presided over by Haroon, to deprive it 
of a quorum. The speaker adjourned 
the house for an indefinite period de- 
spite government protests against his ' 
power to do so, 

The assembly met the next day, with 
- ruling party members attending, 
and passed the no-confidence motion 
with a vote of 88-2. Opposition leaders 
alleged that the session at which the mo- 
tion was carried was unconstitutional, 
and Haroon's removal from office is 
being challenged in court. 

e episode was the first sign of 
major difficulties in the current political 
system. Junejo and his colleagues ex- 
pect a major challenge to their govern- 
ment after the return from exile of PPP 
leader Benazir Bhutto this month and 
would undoubtedly want to secure the 
PML in power at least within the pro- 
vincial assemblies. The removal of a 
hostile speaker indicates their commit- 
ment to establish PML domination 
within the system before facing external 
challenges. o 
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Wie you first handle a Patek Philippe, you 
become aware that this watch has the presence 
of an object of rare perfection. 

We know the feeling well. We experience it every time 
a Patek Philippe leaves the hands of our craftsmen. 
You can call it pride. For us it lasts a moment; for you, 
a lifetime. 

We made this watch for 
you -to be part of your | 
life — simply because this { 
is the way weve always 
made watches. 

And if we may draw a con- 
clusion from five genera- 
tions of experience, it will 
be this: choose once but 
choose well. 

A Patek Philippe - 
because it's for a lifetime. 








PATEK PHILIPPE 
GENEVE 


Patek Philippe S.A. 
41, rue du Rhône - 1211 Geneva 3 - Switzerland 
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Imagine the advantages of instant and 
continuous access to your bank, right from 
your office. Hexagon corporate electronic 
banking gives you just that. 

Hexagon offers wide-ranging services which 
include account information, payments and 
transfers, documentary letters of credit, 
import and export bills tracking, forex 
contract reporting and a comprehensive 
range of financial market information. 
Electronic messages allow you instant two- 
way communication with your bank. 
Hexagon uses the HongkongBank group's 
privately-owned global data communications 
network and has unique built-in features of 
security and management control to provide 
safety and confidentiality for your 
company's finances. 

Hexagon is state-of-the-art corporate 
electronic banking, from the 
HongkongBank group, one of the 

world's major financial institutions, with 
over 1,200 offices in 55 countries. 

To find out more about Hexagon and how it 
can help your company, contact the 
Hexagon Centre at: 99 Bishopsgate, 
London EC2P 2LA, United Kingdom. 

Tel: (01) 638-2366 or your nearest branch 
of the HongkongBank group. 


Hexagon. 
Puts the power of the bank 
in your hands. 


qx) 
HongkongBank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank * Hongkong Bank of 
Canada * HongkongBank of Australia 
The British Bank of the Middle East 
Hang Seng Bank Limited * Wardley Limited 
HongkongBank Limited 


CONSOLIDATED ASSETS AT 31 DECEMBER 1985 
EXCEED US$69 BILLION. 




































































Anunshakable resource 
ina shifting universe 


Every day, the world of telecommunications becomes 
more complex. 
New equipment appears, new suppliers enter the 

























market, new methods - and even completely new 
technologies — evolve. 

In this universe of change, there's one unshakable 
resource. A resource which has emerged unscathed 
from the turbulence of the last ten years. A resource 
which provides a firm framework for the future. 

Ericsson Telecom. 

A single organisation that offers 
unique total telecommunications 
capability. 

We've adopted the diamond as the 
symbol of this unique resource. Diamonds are rare and 
valuable. Diamonds are almost indestructible. Above 
all, the facets of a diamond work together to reflect 
the brilliance of its inherently simple core structure. 

At the core of Ericsson Telecom lies the AXE 
digital switch — one system, comprehensively capable, 
modular, future-proof. The facets of the Ericsson 
Telecom diamond reflect the total competence of this 







uniquely successful core concept. 

Ericsson Telecom offers access to the world's most 
advanced network hardware and software ... the 
world's widest spread of national support offices... 
the world's most successful telecoms research and 
development...and the world's best record in 
managing the transfer of technology. 

Any telephone company choosing Ericsson 
Telecom as a partner is making a wise investment in 
an assured future. 


See the substance behind the symbol 
The unique total telecommunications capability of 
Ericsson Telecom cannot be described in a small space. 
Get the full story of the world's most successful system 
after its first astonishing decade, and see the future it 
offers from now until the end of the century. 

Write to Ericsson Telecom for ‘The Most Valuable 
Asset in World Telecommunications; a new brochure 
which brings out the brilliance of the diamond, facet 
by facet. 


Ericsson Telecom, S-126 25 Stockholm, Sweden. 
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CFM56 ENGINES. 





HELP YOU GET 
RESULTS LIKE THIS 





The last thing an airline should 
have to worry about is the first 
thing every customer wants. On- 
time departures. That's why 
more aircraft are taking off for 
more destinations with CFM56 
engines aboard. They have a dis- 
patch reliability of 99.8%. CFM 
designed it that way. We knew 
airlines needed a powerplant that 
would be exceptionally reliable, 
have low operating cost, and 
thereby land more revenue on the 
bottom line. 

At the core of the success of 
the CFM56 is the evolutionary 
philosophy of development 
that has surrounded this en- 
gine from the start. It grew 
out of a proven military 
engine developed with 
the most advanced 
technology. Then as it 
matured, it was 
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EVERYDAY. 


improved and enhanced. Today, it 
is considered by many to be an 
ideal powerplant for aircraft mov- 
ing into the future. What's more, 
product improvement programs 
will assure CFM56 remains that 
way throughout its life. 

Now in service with more 
than 2 million flight hours, 
CFM56 engines have logged 
in a shop visit rate of only 0.09 
per 1,000 engine flight hours. 
That's an average of only 1 visit 
every three and a half years! In 
maintenance, CFM56 performs 
equally well — with an average 
saving of about 2 million dollars 
per aircraft in the first ten 
years. 

CFM56 engines. Giv- 
ing airlines low risk. Low 
cost of ownership. And 
à high marks everytime 
A they fly. 


CFM56. 
MILLIONS OF MILES AHEAD. 
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A JOINT COMPANY OF SNECMA., FRANCE AND GENERAL ELECTRIC COMPANY. U.S.A. 
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"Some airlines think 
good service is the smile on 
the face of a stewardess.” 


“For KLM, 


it’s the smile on the face 


) 


of the passenger: 
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In recent surveys, 98% of KLM passengers vote the cabin crews first-rate. 


+ 
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The Reliable Airline KL 


Roval Dutch Airline: 





€ | AM not one to worry over much 
about the future, possibly lacking the 
imagination to picture the nuclear 
holocaust, but I admit to a few queasy 
moments recently. US President 
Reagan appears to have convinced him- 
self that the US is really threatened by 
Nicaragua, but the rhetoric he employs 
to push congress for US$100 million to 
aid the Contras rings very unconvinc- 
ingly (“The red menace is just down the 
road" — just the stuff for Doonesbury). 
Reagan seems determined — as in Asia 
in the past and as in Angola today — to 
ally the world's most powerful demo- 
cracy with those least worthy of its sup- 
port. 
Then we had Washington's “no” to 
Moscow's nuclear test ban proposals, 
followed by another underground ex- 
plosion in Nevada, and the Sixth Fleet 
„went on manoeuvres in the Gulf of Sidra 
— which seemed rather like rattling the 
ars of a lunatic's cage. Meanwhile, the 
rattling of sabres was heard as Vice-Pre- 
sident George Bush flew around the 
Middle East and Defence Secretary 
Caspar Weinberger zoomed around 
Asia like a a couple of unguided mis- 
siles, pledging post-Marcos, anti-Mos- 
cow support to all and sundry. 
€ REAGAN manages to communicate 
an avuncular, comforting charm when 
he delegates policy to the professionals, 
but begins to be very worrisome when 
he and his boys in the White House take 
charge. A recent US TV programme, 
which I regret missing, apparently illus- 
trated the extent to which Reagan regu- 
larly confuses reality with the fiction of 
the film world, and how half-remem- 
bered movie scripts are transformed 
into memories of what become in his 
mind actual events. It's a nasty thought, 
hardly improved by the presidential de- 
fence of the Libyan excursion — that he 
ould not ask American boys to go ^d 
here where they might be shot at with- 
out the right to shoot back. That 
sounded exactly like a piece of B-movie 
cowboy dialogue. It was with a profound 
sigh of relief that one learned that an- 
other Nevada test had been postponed, 
while the chances of a Reagan-Gorba- 
chov summit later in the year improved. 
è HONGKONG has been all of a-bus- 
tle recently, what with the International 
Seven-a-Side Rugby Tournament.and 
the ceremonial opening of the Hong- 
kong Bank Group's new headquarters. 
The rugby supplied two days of magnifi- 
cent entertainment, with Papua New 
Guinea beating Sri Lanka for the Bowl, 
the American Eagles beating Canada 
for the Plate and New Zealand beating 
the French (who had triumphed mar- 
vellously over the favourites, Australia) 
in the Cup. 
A REVIEW colleague was shocked by 
the crowd's noisy animosity towards the 
Australian team (every other side was 
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cheered). To him the boos reflected 
more than a simple desire to see the 
four-times champions toppled or re- 
sentment of some — play 
in past years or even pique about Aus- 
tralia's plans to mount its own interna- 
tional tournament next year on the 
same weekend as Hongkong's. The 
loudly voiced disapproval may have 
played a part in Australia's subsequent 
agreement to pick another date — but it 
is disturbing to be in a crowd which is 
baying its prejudices. 

e I STILL remain undecided about the 
new Hongkong Bank bulding, designed 
by architect Norman Foster and fea- 
tured in last week's REVIEW. From cer- 
tain angles the 47-storey, 600-ft, steel- 
framed structure imposes itself; from 
others it looks squat, as if needing 
another 12 storeys or so. Reports 
vary on what it is like as a working envi- 
ronment (some claim it is supremely 
functional; others cannot get used to it 
and complain of vertigo). Standing on 
one of the upper floors (or levels, as 
they are called), surrounded by sky and 
space and distant horizons and by the 
battleship grey of building's steel skele- 
ton, is rather like manning the bridge of 
a nuclear aircraft carrier — only higher. 
pectic familiarity will breed accept- 
ance, but for me the building from both 
inside and out is too overpowering a 
presence. 

At any level the building is a huge, if 
expensive, gesture of confidence in the 
future. But part of the symbolism has 
gone wrong, as the sketch of the bank 
and the photograph of an oil rig makes 
explicit: 
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When the building was designed, oil 
was still synonymous with black gold. 
No longer. And I still think the headline 
on the REVIEW's story about the cost 
overruns was one of our best: "Foster's 
Laager." 
€ NO book or article on corporate 
Japan would be complete without men- 
tioning the ritual after-office pilgrim- 
ages made by Japan's “salarymen” 
round many bars until late at night — 
while whistles are wetted with mizuwari, 
wheels are greased, bonds cemented 


and deals done. But, as Valerie Foley 
comments, this is probably not what the 
Japan Times had in mind when recently 
discussing the problems of Japanese re- 
cruited for overseas service by the 
World Bank: 


To correct this, the bank is 
launching what Williams called 
a "dual career" system, which 
has been devised.to meet the 
particular problem of Japan. 
Under the proposed system, 
Japanese may come to the 
World Bank early in their 
career, then return to Japan for 
souse years, and come back to 
the bank for a senior position. 


M auc 





e SECOND officer Suresh Abishegam 
sends the packet of some toothpicks on 
board his ship, the M. T. Neptune Pavo: 


PERFECTED 


YOO PISKS 


ONCE TRY. ALWAYS USE, 





Almost as bad as recycled toilet 


paper! 
Abishegam also sends a flyer from an 
enterprising bar to be found in Kobe: 


INTERNATIONAL 


ere are PUBLIC BAR- 





With a useful map: 







For ROSE BAR” 


Please 

Look ,T be"BACK SI 
of This CAR 

— 


And undemanding bargirls: 





Don't care for hostess 


drink or enough self 
drinks 





€ EVERYONE will be pleased to 
know that the Japan-vs-the-Rest-of- 
the-World trade problem has been re- 
solved in one swell foop according to a 
headline, spotted by Richard Bradley in 
a recent issue of the Pacific Stars and 
Stripes: 


Japanese asked 
to limit imports 








e 
* 
1 


bs. 


a iS Sel eed a EA. 


FOREIGN RELATIONS 


Kim’s Olympic ally 


Cuba and North Korea sign a friendship treaty 


By Richard Nations 


|" a bid to put teeth into his campaign 
against the 1988 Seoul Olympics, 
North Korean President Kim Il Sung 
has signed a Soviet-style friendship 
treaty with Cuban President Fidel Cas- 
tro, binding North Korea still closer to 
Moscow's Third World allies. 

The 20-year treaty of friendship and 
cooperation, signed in Pyongyang on 11 
Mach at the end of Cielo tive 28 of- 
ficial goodwill visit to North Korea, 
underscored the two leaders' common 
commitment to  "proletarian inter- 
nationalism" and socialist solidarity. 
The treaty itself stood out for the 
toughly worded security clause commit- 
ting each side to “extend every possible 
aid and support" to the other in the 
event of "threat or aggression by im- 
perialism or its stooges. " 

Diplomats point to the obvious prac- 
tical limits on defence cooperation be- 
tween these two comparatively poor, 
small countries on opposite sides of the 
globe. Nonetheless, they read the treaty 
as a declaration of common cause by 
two revolutionaries who consider them- 
selves without peers in the international 
socialist movement at a moment when 
there are signs that even Moscow 's tradi- 
tional commitment to the Third World 
is being questioned by the new Soviet 
leadership. . 

Kim used the occasion of Castro's 
visit to issue his stiffest warning to date 
against holding the Olympics in what he 
denounced as the "unstable, powder- 
reeking dictatorship" in the South, de- 
con that the games be shared be- 
tween the North and South. Declaring 
the Olympics as “not merely a sports 
issue but a serious political problem," 
Kim equated attendance at exclusively 
Seoul-sponsored games with accept- 
ance of a "two Koreas" policy and ap- 
proval of the US military occupation of 
the divided peninsula. 

Diplomats read Kim's attempt at 
casting the 1988 games into an issue of 
political principle as a tacit admission 
that Pyongyang has had little success 
gaining international support for its pro- 
posal to cohost the 1988 games. With 
only two years left before the games, 
Kim is now thought to sense that the 
tides of international opinion are run- 
— — in Seoul's favour. 

ven Peking and Moscow have gone 
no further than to consider the cohost- 
ing proposal as “worthy of careful 
study,” and a meeting last November of 
Third World sports ministers. in Hanoi 
failed to endorse the North Korean po- 
sition. Another sign of Pyongyang's 
growing isolation is the scant considera- 


tion the International Olympic Com- 
mittee (IOC) has given the cohosting 
proposal, even though diplomats sus- 
pect the committee would conform to 
any agreement were one reached: be- 
tween the two Koreas. 

By bringing Castro to Pyongyang, 
diplomats believe, Kim has turned to 
one of his most dependable interna- 
tional supporters and signalled his de- 
termination to carry his Olympic cam- 

aign to the non-aligned movement. 

hroughout the 1970s, both Cuba and 
North Korea heavily invested in Africa 
by extending military aid to radical 
Black African regimes. Now that the 
chairmanship of the non-aligned move- 
ment has moved from the more moder- 





ate India to Zimbabwe, both Castro and 
Kim may feel the time is right to call in 
past debts. 


uba currently has 31,000 troops in 

Angola and Ethiopia and, according 
to Western diplomatic sources, North 
Korea currently maintains teams of 
military advisers and army engineers in 
seven other African countries — Benin, 
Congo, Malagasy, Mozambique, Sey- 
chelles, Tanzania and Zambia. North 
Korea has friendship treaties with Togo 
and Libya. Kim also sent a 100-man 
training team to Zimbabwe in 1980-81, 
and until recently maintained a six-man 
team of advisers there. As a result, Kim 
may well expect a gesture of gratitude 
from | Zimbabwe's Prime Minister 
Robert Mugabe who is the new non- 
aligned movement chairman. 
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Castro, who first formally proposed 
cohosting to the IOC, is expected to ap- 
peal for sports unity at the upcoming 
non-aligned summit meeting in Harare, 
the capital of Zimbabwe. Castro will no 
doubt expect Kim to reciprocate by sup- 
porting his attempts to give non-aligned 
politics a more radical edge, focusing at- 
tention on the crisis in South Africa to 
gain support for his efforts to portray 
the Soviet Union as the Third World's 
natural ally. 

An indication of how seriously Kim 
and Castro intend their political collab- 
oration be taken is the Cuban leader's 
unexpected public acknowledgment of 
North Korea's arms aid. “I extend 
thanks to President Kim Il Sung and the 
DPRK [Democratic People's Republic 
of Korea] for supplying 100,000 au- 
tomatic rifles and tens of millions of 
rounds of ammunition on very favoura- 
ble terms of loan and price, "Castro told 
a mass rally in Pyongyang on 11 March. 
Castro is currently organising a 2-mil- 
lion-strong lightly armed territorial 
militia and observers believe that North 
Korean arms aid may help in this 
effort. 

Although Cuba relies almost exclu- 
sively on Soviet-bloc arms aid to supply 
its 162,000-strong army, Western dip- 
lomats view North Korean military 
supplies to Havana as more of political 
than military significance. North Korea 
exiended military assistance to both 
Grenada and Nicaragua in the early 
1980s. And a Western diplomat judged 
the Kim-Castro treaty as “a signal that 
the two intend to renew their coopera- 
tion in Central America." 

Moscow will be pleased by the North 
Korea—Cuba treaty since it conforms to 
a longstanding pattern of Soviet allies 
strengthening their mutual links to en- 
hance bloc solidarity. Nonetheless, dip- 
lomats believe that the treaty's militant 
tone may well be intended as a mild re- 
buke to Moscow in reaction to new 
Soviet leader Mikhail Gorbachov's ap- 
parent efforts to downplay Moscow' 


'| traditional support for Third World rev- 


olutionary movements. 

"Gorbachov's speech [at the Feb- 
ruary Soviet party congress] failed for 
the first time to reiterate Moscow's 
longstanding commitments to national 
liberation struggles," a Western Krem- 
lin watcher commented. “By contrast 
Castro received enthusiastic and pro- 
longed applause as a living example of 
the Marxist-Leninist revolutionary 
tradition.” 

Some diplomats also believe the 
North Korea—Cuba treaty may presage 
Havana's involvement in such Asian 
countries as Vanuatu or the Philippines. 
“Castro likes to project himself as a 
man of truly global vision for whom no 
part of the Third World is beyond his 
revolutionary outreach;" an American 
expert on Cuba commented. *Expand- 
ing in a modest way into Asia is a logical 
step." 
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Thach’s new tack 


A call to freeze superpower presence in the region 


By Nayan Chanda in Hanoi 

n what appears to be an indirect signal 

that Moscow's military build-up in 
Vietnam is not open-ended, Hanoi says 
it is ready to see the freezing of the 
Soviet military presence in the region 
if Asean agrees to do the same with 
the US military presence. The pro- 
posed moves could neutralise South- 
east Asia as part of a Cambodia settle- 
ment. In an interview, Vietnamese 
Foreign Minister Nguyen Co Thach 
said: "We can well freeze the [foreign 
military] presence and not increase 
OR 


The proposal to solve the Cambodia 
problem has three elements: an inter- 
national arrangement for the with- 
drawal of Vietnamese troops from 
Cambodia and the cessation of Chinese 
military supplies to the Khmer resist- 
ance; an internal arrangement among 
the Khmer parties to establish a gov- 
ernment in the country, and a settle- 
ment involving peace and stability in 
the region. The last element, Thach 
said, should include neutralisation of 
the whole Southeast Asian region and 
not merely that of Cambodia, as called 
for by Asean. 

Asked if neutralisation would mean 
the removal of US bases from the 
Philippines as well as the Soviet military 
presence from Vietnam, Thach said that 
"the [foreign] military bases could be 
frozen [at the present level]. For exam- 
ple, one freezes the American bases on 
condition that these would not be used 
against the region." 

While the idea of neutralisation 
seems remote, if not totally unrealistic, 
Vietnam's talk of freezing the foreign 
military presence nevertheless indi- 
cates its willingness to live with the cur- 
rent overwhelming US superiority in 
the region. It also appears designed to 
signal that Vietnam would remain the 
arbiter of the level of Soviet use of Cam 
Ranh Bay. During a number of inter- 
views, Vietnamese officials strongly de- 
nied that there was a Soviet base in 
Vietnam. Moscow only had facilities 
accorded by the Vietnamese, they said. 
Although the difference between a 
foreign base and facilities offered by 
the host country might be a matter of 
semantics, the Vietnamese stress that 
there is no loss of sovereignty on their 
part. 

Their strong sense of nationalism 
makes the Vietnamese chafe at the sug- 
gestion that their country is becoming a 
surrogate of Moscow. The Vietnamese 
also seem to be redefining their position 
in the context of a fluid international 
situation. While Moscow and Peking 
continue to improve their bilateral rela- 
tions and efforts are underway to defuse 


Soviet-American tension, Hanoi has 
also become keen to increase its own 
scope for manoeuvre. 

Although the Vietnamese express 
confidence that Sino-Soviet normalisa- 
tion would not affect Moscow's support 
for Hanoi — officials point to the 
doubling of Soviet aid for Hanor's five- 
year plan ending in 1990 — there is 
an undercurrent of anxiety in Hanoi. 
While Vietnam remains an important 
element of Soviet policy in the region, 
the steady pace of Sino-Soviet economic 
cooperation and Moscow's determined 
effort to woo Asean suggest a diminu- 
tion of Vietnam's importance that 
Hanoi cannot fail to note. 

For the record, however, Vietnam- 
ese officials point to the beneficial ef- 


Vietnamese troops in Phnom Penh: 'not a big deal.' 


fects of de-escalation of tension be- 
tween Moscow and Peking. There was 
no "second lesson" — military punish- 
ment of Vietnam — by the Chinese last 
year when the Vietnamese overran a 
string of Khmer resistance bases, a 
Hanoi official explained, because of the 
improvement in US-Soviet and Sino- 
Soviet relations. 

"In 1972 after [Richard] Nixon's visit 
to China the Americans [air|dropped 
[propaganda] tracts in South Vietnam 
with photos showing the meeting be- 
tween Nixon and Mao Zedong in order 
to demoralise the Vietcong troops," 
Thach said. While that did not deter the 
Vietnamese, Thach pointed out that the 
recent improvement in Sino-Soviet rela- 
tions was coupled with increased Soviet 
aid to Vietnam, which in turn has de- 
moralised the Chinese and the Khmer 
Rouge. 

One effect of this demoralisation, ac- 





cording to Thach, was the announced 
resignation of Pol Pot from his position 
as the commander-in-chief | of the 
Khmer Rouge forces. "It is nomi- 
nal but it tells you something," he 
said. The conflict among the three 
factions of the anti-Hanoi Democra- 
tic Kampuchea was another symptom 
of this demoralisation, Thach add- 
ed. 

Vietnam assumes, or more properly 
hopes, that the unshaken Soviet support 
to Hanoi will continue despite Mos- 
cow's growing links with Peking. The 
idea that the Soviets may pressure the 
Vietnamese to come to terms with 
China is clearly disconcerting to Hanoi. 
Asked to comment on a Soviet sugges- 
tion that Vietnam would have to seek an 
accommodation with China eventually 
(REVIEW, 16 Jan.), Thach implied that 
China had lost face and Hanoi could do 
little to save it. He said: "We don't 
have handkerchiefs, you see. We lack 
cotton. How to clean a billion [Chinese 
faces?” ! 








JOHN SPRAGENS, 
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However, Thach said that Vietnam 
has made repeated overtures to China 
for talks, but has been rebuffed. In a re- 
cent notification, China conveyed to 
Vietnam that “as long as the obstacle of 
the Cambodian question has not been 
removed, it will not be possible to 


negotiate on the normalisation of 
relations between Vietnam and 
China." 


his position, Thach says, is contradic- 

tory. He pointed out that despite 
the so-called “three obstacles” — Soviet 
support for Vietnam on Cambodia, 
Soviet troop concentration along 
China’s border and its occupation of Af- 
ghanistan — Moscow and Peking can 
have a dialogue and improve rela- 
tions. 

Despite the unresolved issue of Tai- 
wan, the US and China have strengthen- 
ed relations. Despite its border dis- 
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‘pute with India, China can still de- 
velop bilateral relations. “ » cannot 
they negotiate with Vietnam? I don't 
think this contradiction can last,” 
Thach said. 

Is China’s tough posture due to the 
fact that Cambodia is more important 
to it than other issues? Thach derided 
that suggestion. “It is laughable [to say] 
that Cambodia is more important to 
China than it is to Vietnam. If they can 
very well abandon the Vietnamese, 
[and if] they can abandon the Maoists 
in Southeast Asia, it is not hard for 
the Chinese to drop Pol Pot or Si- 
hanouk." Asked to explain what then 
lay behind the Chinese adamance, 
Thach said Cambodia was not a press- 
ing issue for Peking. Vietnam, too, he 
said, was not pushed to go for a set- 
tlement. In any case, as the Vietnam- 
ese troops withdraw from Cambodia in 
1990 the question will be settled, he 
added. 

Apparently reflecting his concern 
over the recent increase in Khmer 

ouge guerilla attacks in Cambodia, 
ach desisted from predicting the 
elimination of the group. Asked if Viet- 
nam could keep its pledge of total with- 
drawal even if the Khmer Rouge re- 
mained active in Cambodia in 1990, 
Thach said: "It does not matter. Like 
the Moro in the Philippines, like the Ka- 
rens in Burma, [and the rebels of] East 
Timor [the Khmer Rouge can carry on]. 
It is not a big deal." 

While Thach discussed freely the 
military situation in Cambodia he re- 
fused to be drawn into any discussion 
about the composition of a new Cambo- 
dian government. Earlier another Viet- 
namese official had said that the Heng 
Samrin regime would hold talks with the 
Khmer Rouge leaders (REVIEW, 7 Nov 
'85). Following that statement, Phnom 
Penh had added the name of coali- 
tion vice-president Khieu Samphan to 
the “Pol Pot-Ieng Sary clique," im- 
plicitly repudiating the Hanoi state- 

ent. 

Thach now refused to discuss the 
issue, saying that it was up to the Cam- 
bodians, and added "perhaps, [Prime 
Minister] Hun Sen would want to keep 
a margin of manoeuvre." He thus im- 
plied that Khmer Rouge personalities 
acceptable in a final settlement was a 
matter of bargaining that could not be 
revealed beforehand. 

While the internal aspect of the 
Cambodia settlement — the formation 
of a government through elections — 
would be decided by the Cambodian 
parties, Thach was ready to discuss the 
international aspect. He said that Viet- 
nam would accept international super- 
vision of its troop withdrawal from Cam- 
bodia. The supervision teams could be 
stationed on both sides of the Thai- 
Cambodia border to monitor compli- 
ance of the agreement, including the 
cessation of sanctuaries and supplies to 
the "rebel" forces. ü 
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The government hedges on a visit by New Zealand's Lange 


By Bruce Roscoe in Tokyo 
n agenda, heavy with nuclear-policy 
discussion, has been set for the 19- 
23 April visit to New Zealand of Japan 
Socialist Party (JSP) chairman Masashi 
Ishibashi, JSP officials said. Ishibashi 
received an invitation to visit New Zea- 
land. from Prime Minister David Lange 
last December, but there is some alarm 
within the Japanese Government that 
Lange chose such a politically sensitive 
time to invite Ishibashi, leader of 
Japan's biggest and strongly anti-nu- 
clear opposition party, to New Zealand. 
Apart from the prospect of a June 
general election in Japan, Ishibashi's 
pending visit coincides with debate on 
Japanese participation in the Reagan 
administration's Strategic Defence In- 
itiative, or Star Wars, and follows a visit 


<À - 
Exo 
4 


Ishibashi: sensitive timing. 
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to Tokyo by US Defence Secretary Cas- 
par Weinberger and a visit to Washing- 
ton by Japanese Prime Minister Yasu- 
hiro Nakasone — in part for discussions 
on the same subject. In addition, the 
Ishibashi visit appears to have pre- 
judiced Lange’s hopes to visit Japan. 
Western diplomatic sources said 
Lange had been expected in Tokyo on 
an official visit in the first week of April, 
immediately after his recent China trip. 
The Japanese Foreign Ministry said this 
schedule was inconvenient because 
Nakasone was too busy. But Japanese 
porua commentators . generally be- 
ieve that Tokyo feared a visit by Lange 
would spark a public. discussion on 
Japan's controversial nuclear policies. 
Japan, while declaring "non-nuclear 
principles," allows all types of US war- 
ships to call at its ports, including those 
probably carrying nuclear weapons. It 
has been embarrassed by comparisons 
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between this policy and that of New 
Zealand which, under Lange, has ban- 
ned nuclear-powered warships and 
those thought to be carrying nuclear 
weapons from its ports. New Zealand 
officials in Tokyo have taken this sen- 
sitivity into account by declining for 
more than a year all Japanese- and 
foreign-media requests for briefings on 
Wellington’s nuclear policies. 

On 29 March, in Peking, Lange de- 
nied to New Zealand reporters that he 
had been refused a visit to Japan. He 
said Tokyo had “corrected” reports to 
the contrary, adding: “I certainly have 
not been proposing to go to Japan." 
That seemed a strange thing for Lange 
to say while he has an invitation from 
Nakasone to go and while Japanese 
Foreign Ministry officials were saying 
both countries were trying to find an ac- 
ceptable time for a Lange visit. 


fficials on both sides appeared in a 

hurry to coordinate their stories on 
the visit. On 4 April, Ross Vintiner, a 
Lange press secretary, told the REVIEW 
the question of the visit “was never seri- 
ously discussed,” though there was a 
"sounding out" on “possible dates." 
This had occurred, Vintiner said, in 
May and June 1985 in discussions be- 
tween Japanese and New Zealand offi- 
cials in both Wellington and Tokyo. 
But, Vintiner said, there was “never any 
intention" of visiting Japan after the 
China trip in March and there was no 
note of such a visit on Lange’s travel 
schedule for 1986 as of December 1985. 

The account of the Japanese Foreign 
Ministry was somewhat different. 
“There was a sounding out from the 
New Zealand side, maybe toward the 
spring of this year,” the director of the 
ministry's international information de- 
purum said. "To this we replied we 

ave Diet [parliament] sessions and 
summit preparations." But earlier, 
Japan's ambassador to New Zealand, 
Seiichi Omori, was quoted by Japan's 
Jiji newsagency as saying the subject of 
a Lange visit "had not been discussed" 
between the two governments. 

Asked whether Lange would be wel- 
come in Japan if there were no schedul- 
ing problems, the official spokesman of 
the Japanese Government said on 27 
March: “I do not know." Asked whe- 
ther Japan supported Lange's calls for a 
nuclear-free zone in the South Pacific, 
the spokesman said: *No, the Japanese 
Government does not support the New 
Zealand Government policy." 

Lange's standing invitation from 
Nakasone was extended during the Ja- 

anese prime minister's visit to New 

aland in January 1984. 





49 
, v 
i . 35 aif 





Asians in Australia — 


"u 


| exploding the myths 


H U ntil recently, fear of Asia has 
| WJ shaped the attitudes of many Aus- 
| tralians and some of Australia's public 
| policies, such as the “White Australia” 
| immigration policy, the principal aim of 
| which was to keep Asians out of Austra- 
| lia. The emergence of politically inde- 
| pendent and economically powerful 
j . Asian countries in the post-war period, 
-| together with greater contact between 
r . Asians and Australians, has contributed 
| to a gradual decline in the fear of Asia 
| among Australians. 
| . The abolition of the “White Austra- 
| lia" immigration policy has considera- 
| bly increased the dow of Asian migrants 
| to Australia since the early 1970s. Al- 
| though migrants from European coun- 
tries still account for the majority of the 
| total inflow, the proportion of Asians 
| hasincreased from 795 (7.779 people) in 
| 1973 to 28% (25,946 people) in 1983. A 
m major factor contributing to this was the 
"m arrival of a large number of refugees 
| from Vietnam, Laos and Cambodia in 
| the late 1970s and early 1980s. 
. One consequence has been a reac- 
|| tion by some sections of the dominant 
. Anglo-Saxon population to call for a re- 
| versal of the current immigration po- 
| licy. The arguments put forward range 
| from Australia's inability to assimilate 
| such large increases in Asian migrants 
| to the need to preserve the “Australian 
| way of life." About 18 months ago, a 
| abe A $ è 4 
| major public debate on Asian migration 
| to Australia was started by Prof. Geof- 
| frey Blainey, one of Australia's most in- 
| fluential historians, who went as far as 
| to assert that the continued influx of 
| Asian migrants would put severe strains 
| on Australian democratic institutions. 
| | Much of the ensuing public debate 
| on Asian immigration was carried out in 
| .an environment where the ratio of fact 
| to rhetoric was extremely low. What 
| kind of people from Asia were coming to 
| Australia? Did they possess attributes 
| which were likely to put severe strains 
| on the economy? Were they the kind of 
| people who were likely to constitute, di- 
. rectly or indirectly, a threat to Austra- 
| lian democratic institutions? To answer 
. these and other questions, we under- 
took an analysis-of data contained in the 
1981 census and constructed a socio- 
| economic profile of persons born in six 
| Asian countries (India, Malaysia, In- 
gon Philippines, Singapore and 
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Vietnam), accounting for the majority 

=- | of Asian migrants to Australia. The re- 

> é ‘sults age quite reyealing. 

(| . In 1981, there were just under 
150,000 Asian migrants (of all ages) liv- 


sing in Australia. They made up about 
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1% of the total population. Of these, 
about 73,000 were gainfully employed, 
accounting for about 1% of total em- 
ployment. 

Of Asian migrants aged 15 and 
above (127,000 people in 1981), 82% 
were English-speaking and most of 
these were bilingual. For migrants from 
India, Malaysia, Indonesia, Singapore 
and the Philippines the ratio of English- 
speakers was much higher, at between 
88% and 97% (the comparable figure 
for the entire population of Australia 
was 95%). Only in the case of Vietnam- 
ese migrants was the ratio low, at 36%. 

Slightly more than half (54%) were 
Christians, This ratio varies considera- 
bly according to country of origin, rang- 
ing from 93% for migrants from the 
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Philippines to 18% for migrants from 
Vietnam. For the entire Australian 
population, the proportem professing 
Christianity was 76%. 

Significantly, apart from the Philip- 
pines, none of the other Asian countries 
is predominantly Christian; and, with 
the possible exception: of. Singapore, 
none is predominantly. English-speak- 
ing. 

In 1981, 34% of all Asian migrants 
(aged 15 and above) held tertiary quali- 
fications (either university degrees and 
diplomas, or diplomas, trade certifi- 
cates and other qualifications from 
other tertiary institutions). For mi- 
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grants from India, Malaysia, Indonesia, 
the Philippines and Singapore, the pro- 
portion holding tertiary qualifications 
varies from 38% (India) to 52% (Philip- 
Ene The ratio for the entire Austra- 
ian population was 24%. Only migrants 
from Vietnam had a lower proportion of 
tertiary graduates than this, or 10%. 

The concentration of university and 
other graduates among Asian migrants 
is reflected in the proportion in profes- 
sional occupations. These ranged from 
26% (Philippines) to 49% (Malaysia), 
compared with 19% for the entire Aus- 
tralian population. Migrants from Viet- 
nam were again an exception, with only 
6% in professional occupations and 
69% holding jobs as production work- 
ers. 

The educational and occupational 
data suggest that there shóuld be larger 
proportions of Asian migrants in high- 
income brackets. This was certainly ne 
case with migrants from India, Mala 
sia, Indonesia and Singapore, where the 
proportion earning more than A$18,000 
(US$12,857) a year — the start of the 
second highest income bracket reported 
in the census — varied from 10-12% 
(against 8% for the Australian popula- 
tion as a whole). 


J small proportion (1%) of Viet- 
namese migrants in the high-income 
category is due primarily to their lack of 
educational qualifications and linguistic 
skills. The low proportion (5%) of 
Filipino migrants in the high-income 
category was surprising, Considering 
their educational attainments and facil- 
ity in the English language. The expla- 
nation for this lies in the fact that some 
70% of Filipino migrants were females, 
many of whom entered Australia as 
wives of Australian residents and do not 
participate in the labour market. 

A comparison of unemploymen 
rates indicates that, apart from v 
namese migrants, the rate of unemploy- 
ment of migrants from the other Asian 
countries was not markedly different 
from that of the entire Australian popu- 
lation (about 6% in 1981). The un- 
employment rate for Vietnamese mi- 
grants was 26%. 

Asian migrants in Australia fall into 
two distinct groups: those who entered 
through voluntary migration and those 
who entered as refugees.’ Migrants in 
the first group are highly educated, 
English-speaking and mostly Christian. 
They are concentrated in ‘professional, 
high-income “middle-class” occupa- 
tions. Their possession of these attri- 
butes is a reflection of the effectiveness 
of the immigration policies of successive 
Australian governments. ' 

The refugees do not possess many of 
these characteristics becaüse “normal” 
immigration procedures were waived 
on humanitarian grounds. Even so, 



















had 19. years or more of educa- 
against 3% for the male Australian 
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they are setting up a home from scratch. 
* Do the migrants impose a strain on 
public services? The evidence from the 
census data suggests that a stronger case 
can be made for the opposite view. In 
1981, the per capita consumption of 
government services of all types was 
A$1,683. In that year there were 72,848 
Asian migrants employed in the econ- 
omy. Using these as a. reference group, 
their consumption of public services can 
be estimated at A$122.6 million. These 
Asian migrants paid taxes as well. Since 
the occupational distribution of these 
Asian migrants and the mid-points of 
the modal income ranges of the various 
Occupations are reported in the census, 
the total income of these migrants can 
be estimated. In. 1981, this came to 
A$855.9 million. .. - 
. This means that these 72,848 Asian 
migrants, who made up 0. 39% of total 
employment .in 1981, contributed 


0.75%. of the. gross domestic rOOUeE 





When highly educated 
migrants enter Australia, they 
bring with them a huge 
amount of investment in 
human capital... ) 









For the nation as a whole, the average 
rate of income tax paid in that year was 
25.3% of wages, salaries and — 
ments. Applying this rate (which i 

an underestimate for high- come 


earners), the amount of tax paid by 


Asian migrants can be estimated at 


. A$216.6 million, which is much higher 


than their consumption of public ser- 


o vices. | 
When highly educated migrants - 


enter Australia they bring with them a 


huge amount of investment in human | 
which Australia can use but 


capital, 
does not have to pay for. An estimate of 


this transfer of capital may be obtained 


by considering what it would have cost 
Australia to train an equivalent number 
of such people instead of taking them in 
as migrants. In 1981, there were 18,740 


Asia-born university graduates and 
24,336 "other" tertiary graduates in 
Australia. Since most of these arrived 
after 1975, we may translate these fig- 
ures to an annual flow of 2,677 univer- 
sity graduates and 3,477 non-university 
graduates between 1975 and 1981. 
Assuming that a Bun degree 
requires an average of four years of 
study, while a non-university qualifica- 
tion requires.an average of two years of 
study (many professional qualifications 
take longer to acquire), the total cost of 
training an equivalent number of these 
people can be estimated. A recent Aus- 
tralian Government report estimates 


| the total cost of a university degree to be 


A$6,906 per year, while the total cost of 
a non-university diploma is A$5,668. 
Using these figures, the total cost of 
training an équivalent number of Aus- 
tralians would be A$113.3 million per 


year. The migration of Asian graduates, 


has therefore saved the Australian 
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disposed of quickly by p 
that it is based on a confusio 
sonal values and governmen 
ideologies. Indeed, many peoy 
grate precisely because their 
values are at variance with totalit 
state ideologies. This is no less tr 
migrants from East European coun 
in the 1950s than it is of Vietnar 
Cambodian and Lao migrants in the 
‘he form 
not been.a threat to 
lia's democratic institu 
just because they have come 
from non-democratic coui 
tries. There is no reason to 
— believe that this will not al 

- be true of the latter. — 

The second part of the ar- 
| gument is based on the pre- 
| mise that Asian migrants will 
find it difficult to integrate 
into Australian society and 
will therefore be the cause of 
societal  dissension. The 
socio-economic profile of 
Asian migrants provides no 
support for this view. On the 
contrary, a stronger case can 
be made for the view that ef- - 
fective immigration selec- 
tion procedures have en- 
sured that the Asians who 
have been allowed to migrate to Austra- 
lia are precisely those who will integra 
smoothly into Australian society. Vie 
namese refugees are different becau: 
of the circumstances of their arrival. | 
even in their case, the census data in 

































































































likely their position in Australian soc 
ty will improve significantly in the 
ture. : 
In conclusion, the empirical data 
dicate that, far from i imposing a bu 
on the economy, Asian migrants mak 
substantial net contribution to Au 
lia. Asian migrants possess attri 
which are conducive to their integr 
into Australian society. They are hig 
educated, multi-lingual, skilled. 
mostly Christian. There is sufficient « 
dence to suggest that they are w 
placed, not only to settle successf 
but also to make substantial con 
tions to the future developmen 
tralian society. EL 








CHINA 


The law leaps ahead 


National People’s Congress adopts basic legal framework 


By Edward Epstein in Peking 


E now has a basic legal frame- 
work which regulates its internal 
and external economic relationships as 
the recent National People's Congress 
has just adopted the general provisions 
of civil law. This fundamental step has 
been taken at a time of unprecedented 
economic reform. So far, such reforms 
have been supported by piecemeal 
legislation and policy documents in the 
absence of a civil code, but these do not 
provide a complete or stable base for 
developing trade and attracting foreign 
investment. 

In more than 150 articles, the provi- 
sions traverse many basic legal ques- 
tions: legal status and capacity of natural 
and legal persons, agency, property 
rights, tortious responsibility and limita- 
tion of actions as well as choice of law 
in cases involving foreign concerns. 
These form the legal base foreign in- 
vestors have complained was lacking in 
China's legal system, but the provisions 
are not a complete civil code in the ordi- 
nary sense as they are often very gen- 
eral, or even vague, and will require 
more detailed rules to assist the court's 
practical task of applying the law. 

Like the current economic reforms, 
the code breaks out of the Soviet mould 
into which China's economics were cast 
in the 1950s. One pervading theme is 
the emphasis on horizontal economic re- 
lationships based on equality. The 
thrust is to create a legal framework in 
which state and collective enterprises as 
well as individuals can interact on a vol- 
untary basis independent of state plan- 
ning, though they must not injure public 


interests nor damage state economic 
planning. In establishing this frame- 
work, almost a third of the provisions 
are devoted to defining the legal status 
of economic entities and the property 
rights they exercise. 

The indispensable economic role of 
individual enterprises and economic re- 
sponsibility systems receive extensive 
legal recognition. The code has confer- 
red legal status on both the rural con- 
tract production household and the 
more recent urban phenomenon of indi- 
vidual and household enterprises. They 
are not treated as legal persons, but 
neither are they mere individuals. They 
are new and independent economic and 
legal entities which enjoy their own 
property rights. 


he code spells out, in language which 

has never been so clear, that pri- 
vate ownership of the means of produc- 
tion is protected by law and may not ar- 
bitrarily be seized or interfered with by 
any person or organisation. Further, the 
individual's rights arising from a con- 
tract to carry out production on collec- 
tive or state-owned land are given speci- 
fic legal protection. This is an important 
legal recognition of the production 
household which has replaced the com- 
mune as the cornerstone of China's 
rural economy. 

The partnership is an even newer 
form of private enterprise which has 
been accorded legal recognition. The 
six articles on partnership are fairly 
vague, however, and only set out what 
constitutes a legal partnership and the 


iÈ - a / 
general rights and liabilities of partners 
with each other and third parties. 

The status of wholly foreign-owned 
or joint-venture enterprises has been 
codified and they are conferred the 
status of legal persons. This has been 
the practice for equity joint ventures 
since their inception, but cooperative or 
contractual joint ventures have usually 
been taken as a kind of a partnership not 
constituting a separate * person, and 
on this basis each party has been taxed 
separately. 

The status of state and collective en- 
terprises as legal persons has long been 
a reality, despite the ideological difficul- 
ties of carving them from the theoreti- 
cally indivisible whole of public owner- 
ship. The code ratifies this status and 
goes two steps further: by conferring 
upon state enterprises the right to man- 
age and carry on business with state 

roperty, and by accepting the reality of 

ankruptcy as grounds for dissolving an 
enterprise, thus paving the way for de- 
tailed procedures to be adopted for the. 
liquidation of unprofitable enterprises. 

Intellectual property rights have also 
been expanded to include copyright and 
a number of new personal rights have 
been recognised, including the right to 
protect one’s reputation and honour 
and the right to a person’s likeness. 

The sections dealing with choice of 
law may have the greatest impact on 
foreign trade activities, perhaps over- 
riding previous legislation such as last 
year’s law of foreign economic con- 
tracts. Some of the provisions are a 
codification of past practice or interna- 
tional law. Of particular interest is a 
provision allowing contracting parties 
to choose the o> law (with some 
exceptions), but in default “Chinese 
law, or the law with the closest connec- 
tion with the contract, will apply.” 

When a case concerns a tort or other 
infringement of a non-contractual right, 
the court will apply the law where the 
right was infringed. Like its equivalent 
in other jurisdictions, Chinese law EM 
not make clear whether this is the laws 
where the harm actually occurs or 
where there was a breach of civil duty 
which gave rise to the harm. A related 
provision provides that in tort disputes 
between persons of the same nationality 
or domicile, but arising from an event in 
China, the court may apply the law of 
their common nation or domicile. 

By any standard, the general provi- 
sions of civil law are a milestone in 
Chinese legal history. And unlike “fun- 
damental legal rights" under the current 
constitution, civil law rights are backed 
by a code of civil procedure which has 
been in use since 1982. That enforce- 
ment of current laws does occur is dem- 
onstrated by the enormous increase in 
civil actions since 1982 among a people 
who are not notably litigious. Still, 
many more detailed rules must now be 
drafted to create a practical and en- 
forceable body of civil law. oO 
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If you want more sales 
try using more finesse 













| Even the most dedicated shopper has been known to^.» 





— Switch products at the very lastmoment because of 4 
_ the look and feel and finesse o "another pack. ¥ 
And very often that other pack is Finnboard. ix 
Ask us about Finnboard carton boards. We’ll explain — — 
how our unique blend of fibres produces lightweight ^ 
boards with a stiffness and consistency few can match, — 
We'll describe how the long experience and technical skills 
of Finnish boardmakers give your packs that superb standard 
of printability needed for packaging soaps, perfumes and cosmetic 
We'll also tell you how the excellent runnability of Finnboard : 
materials can help you keep down costs on your packaging line. 


So if you are looking for packaging which turns more heads and 










; The Perfect Finnish 
` Lov 
Head Office: FOB 36, SF - 00151. Helsinki, Finland Representative | Goldhill Plaza 02-0 apore 1150 
- Phone: 358 0661 381. Telex: 121460 - board sf. Office: Phone: 65 2533349. Télex: rs 55800 ksfeco 


Telefax: 558 O 652 954. Telefax: 65 2556882. 
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l The Finnish bamne key t Asiümma 
inion Bank of Finland (Singapore) Ltd 


ln. six vears Union Bank of Finland (Singapore) Ltd. has become the lar- 
gest Scandinavian bank in South-East Asia." 


From its position in Singapore, the center of the Asian business world, it 
serves the whole of South-East Asia and the Pacific, specialising in trade fin- 
ance and tailormade financing packages, euarantee and payment services. As 
the wholly-owned subsidiary of Finland's oldest commercial bank, Union Bank 
of Finland, it has experience, knowhow and contacts which are not acquired 
overnight. 


Our team of financial and banking uu" are ready to help you do busi- 


ness more easily. Just call us. 
£77 — 


d Laakkonen 


Managing Director 
Union Bank of Finland (Singapore) Ltd 
“Total assets 31.12.1985 USD 687 million wholly-owned subsidiary of 


UNION BANK OF FINLAND 





€. 








HEAD OFFICE: Aleksanterinkatu 30, 00100 HELSINKI: Telephone: +3580 1651; Telex 124407 unit sf 


UNION BANK OF FINLAND (SINGAPORE) LTD. 50 Raffles Place 15-01, Shell Tower, SINGAPORE 0104: 
Telephone: +65 225 8211; Telex rs 34253 ubf sin 

AFFILIATED BANK: SCANDINAVIAN FAR EAST LIMITED 2006 Hutchison House, Harcourt Road, 
HONG KONG; Telephone: +852 5 266 306; Telex 83484 scand hx 


Creative trading knows no boundaries 
‘Globetrader®” 


Elof Hansson - the global trader active in pulp, paper, 
timber, building material, machinery, steel, chemicals, 
textiles, foodstuffs, consumer goods. 


Elof Hansson - the effective link between producers, 
distributors and end-users all over the world. 


Elof Hansson - the international trading house 
with expert capabilities in marketing, 
financing, shipping, countertrade, 

project coordination. > 


Elof Hansson - the globetrader 
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Första Långgatan 19-21, S-413 27 Göteborg, Sweden. Tel. 031/85 60 00. Telex 2530. Subsidiaries in Barcelona, C Z^ z YOR 
Basel, Beijing, Bombay, Copenhagen, Drammen, Geneva, Hamburg, Helsinki, Hong Kong, London, Melbourne — » — 
Milan, New York, Paris, Sao Paulo, and Tokyo. Sales agents in 110 countries LATE € QIIIA 





OVERVIEW 


Scandinavia has been quick to recognise Asian opportunities 





IBy Mike MacLachlan in London and Scandinavia 
he English-language magazine Sweden Now recently 
waxed lyrical about a Japanese industrial-efficiency ex- 
pert visiting Sweden to advise carmakers at the Saab 

lant at Trollhattan and hand-tool manufacturers Bahco in 
nkoping. 

The magazine described how Shigeo Shingo, formerly a 
konsultant with Toyota, now an industrial “elder statesman” 
in his mid-70s, reduced a 15-minute operation at Bahco to a 
30-second timespan. “Seeing is believing,” it commented. It 

then went on to quote the ‘ogra sy of 

Shingo, obviously a man who knows his 

salesmanship as well as his time-and-mo- 

tion. 

It described how he habitually carries a 
b banana in his pocket to illustrate his 


SWEDEN NOW 





eories, and quoted this anecdote: “I 
ught a bunch of bananas once, and when I 
took them home, peeled them and weighed 
both the skins and the edible parts, I found 
the skin was 40% of the weight. Why do I 
have to pay for that 40567" 

According to Sweden Now, that sums up 
Shingo's philosophy: “Everybody has a 
blind spot. Nobody wonders why we have to 
pay for banana skins.” 

But Shingo would not have been in Swe- 
den, nor would his ideas have been received 
with such enthusiasm, had the Swedes — 
and their Nordic compatriots in Norway, 
Finland and Denmark — not been busily 
overcoming that blind 
spot. Scandinavians are 
eagerly studying works 
such as Shingo’s own re- 
cently translated book 
on Toyota's efficiency 
methods with the object 
of cutting the cost of | 
their own industrial 
Yenana skins. 

There is no mystery 
about why the Nordic 
nations have had to re- 
spond to the so-called 
Asian challenge. “We 
just have to look around 
the streets of our own 
cities," said one Lon- 
don-based Swedish dip- 
lomat. “There are more 
Hondas and Toyotas on 
them than there are Vol- 
vos and Saabs.” 

But the way they are 
responding bears closer 
examination, particularly as they seem to be doing so more 
successfully than other European nations to the south 
(FOCUS, REVIEW, 22 Aug. '85). 

First, the Scandinavians have a much more flexible, in- 
novative approach to industrial and labour practices than 
have most other European states. Volvo's quality-control 
circles were spoken of with awe in the boardrooms of other 
European carmakers long before Japanese cars were a famil- 
iar sight on European streets. 


Shingo; Saab: ‘seeing is believing.’ 
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Challenge and response 





























And it was Scandinavian business practices which led to 
the current high-technology revolution in Britain's Fleet 
Street. A Finnish paper-maker opening a new plant in Wales 
was the first employer to cut out the print unions — involved 
in paper-making as well as the press — and hand their jobs 
over to electricians, opening the door for newspaper pub- 
lishers such as Rupert Murdoch and Eddy Shah to do the 
same. 

Secondly, the Nordic nations — small, liberal and neu- 
tralistically inclined — have long felt an af- 
finity for the Third World in general and 
thus have recognised its potential earlier 
than have those countries with closer ex- 
colonial ties with the developing countries, 
such as Britain and France. 

As an official Danish foreign-policy docu- 
ment puts it: “The dialogue between the in- 
dustrial and developing nations — the so- 
called North-South dialogue — has added à 
new dimension to international cooperation. 
Denmark supports the efforts to narrow the 
gap between rich and poor countries. In the 
long run it will be in the interest of all nations 
that imbalances in the distribution of wealth 
and resources are dealt with through inter- 
national negotiations rather than through 
social unrest or armed conflicts.” 

Indeed, such open altruism has at times 
led to conflict between one or other of the 
Nordic nations and other nations or group- 
ings in both North and 
South. Sweden's feel- 
ing, for instance, that 
the people of Vietnam 
should not be punished 
for the actions of their 
government, through 
withdrawal or cuts in 
aid, has led to conflict 
with Asean, which is 
more inclined to use 
any means to get the 
Vietnamese out of Cam- 
bodia. 

A third factor in the 
Nordic countries’ suc- 
cess, however, has been 
aid itself. They have 
traditionally been gen- 
erous aid donors, with 
Denmark, Norway and 
Sweden among the very 
few nations to exceed 
the United Nations’ tar- 

— — Fick get of 0.7% of gross na- 
tional product being devoted to official development assist- 
ance. This has had a dual benefit. It has meant a steady flow 
of personnel and services, providing income and enabling 
Nordic policy-planners to gain a better understanding of the 
facts of life in the developing world. And it has made the de- 
veloping countries more inclined to look favourably on the 
Nordic nations politically and economically. 

Also, much of the Nordic nations’ commercial activity in 
Asia is in genuinely developmental fields. Thus, Norway is 
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ASEA welding robots: a market in Japan. 








among the partners involved in 
the search for oil off China — 
and trains Chinese oilmen in its 
own oilfields. Sweden's SIAB is 
involved in high-rise construc- 
tion in Malaysia and its Alfa- 
Laval agricultural-equipment 
manufacturer supplies process- 
ing equipment to Malaysia's 
vital palm-oil and rubber indus- 
tries. 

Similarly, in Hongkong, the 
Swedish company Sentab, a 
subsidiary of Skanska, the 
country's largest construc- 
tion group, has been responsi- 
ble along with local company 
Gammon for the Aberdeen tun- 
nel, the Central and Admiralty 
stations on the Mass Transit 
Railway and the High Island reservoir in the New Terri- 
tories, 


Foreign Relations 
Trade 
An Asian View 


Lanka — 87 
Aid 
Scandinavian Bank 
Nordic Cooperation 


inland, in conjunction with the South Korean Dae- 

woo conglomerate, and partly financed by the Asian 

Development Bank, is working on a district heating sys- 
tem in Seoul and is involved in other technology-transfer 
deals with China, Malaysia and Indonesia, in energy-saving, 
pulp and paper, minerals exploitation and telecommunica- 
tuons. 

But the Nordic sales effort in Asia is by no means 
wholly altruistic. A Danish diplomat said: “I would say we 
genuinely believe that the coming decades will be the Pacific 
decades — and we want to be there when it happens.” Other 
Nordic diplomats are privately less enthusiastic about Asia’s 
prospects. But commercial companies are preparing for the 
best. 

Thus, Sweden’s ASEA is beating Tokyo at its own game 
by selling industrial robots to Japan (FOCUS, REVIEW, 19 
Dec. '85). And, on a more human level, the best-selling for- 
eign beer brewed in Asia is produced by Copenhagen-based 
Carlsberg. 

At present, trade volumes with Asia are relatively small. 
at about 10%. The Far East's share of total Finnish exports is 
only about 4*5. But its exports to Japan have trebled in the 
past five years and those to China have doubled. Exports to 
south Korea have grown 10-fold and those to Hongkong six- 
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Japan — 67; South Korea — 68; China — 81; Taiwan — 81; 
Hongkong — 82; Malaysia — 82; Singapore — 83; Indone- 
sia — 83; Thailand — 84; Philippines — 84; Australia — 85; 
New Zealand — 85; India — 86; Bangladesh — 86; Sri 


Cover picture: Portal of the New Carlsberg Brewery, 
Copenhagen, courtesy of United Breweries Ltd. 





fold. And Finnish companies are flocking to Hongkong, with 
about 30 expected to be operating there by the end of this 
year, mostly selling capital goods to China. 

Further south, Malaysia ts the second-biggest customer in 
the world (after Saudi Arabia) for Sweden's telecommunica- 
tions giant Ericsson, with 640,000 telephone lines. And with 
this foothold, Nordic companies are hopeful of expanding in 
the electronics field in countries such as Malaysia, Singapore 
and Thailand, despite the current slowdown in the high-tech- 
nology industries there (FOCUS, REVIEW, 31 Oct. '85). 

"There have been setbacks recently, it is true," said one 
Swedish Foreign Ministry source. “The present situation 
only makes things easier for Japan. Indonesia has succeeded 
in keeping its economy under control, but will have prob- 
lems. So will Malaysia and Thailand. But the problems are 
temporary rather than structural. And in Singapore they sim- 
ply had a number of unfortunate circumstances occurring at 
the same time. But basically, they are very rich — and 
Chinese — and will survive." 

Overall, the source said: “All agree that Asia is the area of 
the future. Every country has problems. But Africa and 
South America are worse. So Asia is obviously a market 
everyone is watching." 

Hongkong is regarded as a particularly strong growth 
area, despite the problems implicit in the handover ta 
Chinese administration in 1997. Indeed, most Nordicobser 
ers believe the territory? 
emergence as a special adminis- 
trative region of China will in- 
crease its importance as a gate- 

60 way rather than diminish it. 

63 But again, some. sources 
67-87 sound a note of caution. One 
said: “As long as logic prevails, 
Hongkong will be OK. The 
Chinese need Hongkong des- 
perately and there will be no 
problem as long as they recog- 
89 nise that fact. But, of course, it 
90 could all change in a minute.” 
90 There is also caution but 
considerable optimism about 
China. Many are critical, for in- 
stance, about the way the Ame- 
ricans and Japanese rushed into 
China — too soon, in their opin- 
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Statue of the Mahatma: sentimental link. 
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jon. One trade official said: “Everyone is saying I billion peo- The belief in Scandinavia is that Prime Minister Rajiv 
wie equals a major market. But those 1 billion people are | Gandhi has made an impressive start in his first year in office 


mostly very poor. And China faces the dilemma of either | and that, barring further political upsets, it could become a 

building up a very big debt or cutting back. There will even- major market. 

ually be a market there, but not yet,” Some have doubts. “There are inbuilt traps," said one. 
A Norwegian banker added: "Things usually take a long | "So far India has been financed from aid and grants. Now 


ime in China. They al- 
ways have time." 
However, Tom Wacht- | 
neister, president of the 
swedish multinational 
Atlas-Copco and | also 
:hairman of the Sweden- | 
-hina Export Council, 
said that the message 
Nas that current restric- | 
ions would not apply to | 
ipriority sectors and that | 
the Four Modernisations 
wwere, in effect, going 
ahead. He said he was 
also struck by the fact 
that the problem perceiv- 
ied some years ago — of an 
entire generation. which 
d lost its education 
'ause of the Cultural 


that is becoming more difficult. And unless the Indians can 
get rid of their structural imbalance they will be in trouble.” 
Gandhi, he said, was "trying to make a great leap forward — 
and, as in China, it's a gamble." But another source said: 
"They can now feed themselves and that in itself is a great 
leap forward. Now they are ripe for modernisation of their 
industry." 

As for the Philippines, at present it is a question of “wait 
and see." In the hiatus between the presidential election and 
the resignation of Ferdinand Marcos as president, most busi- 
nessmen were frankly contemptuous of the Philippines, and 
the majority of diplomats were worried about the strategic 
implications of the country disintegrating into anarchy. 

One compared the Philippines with Central America, 
pointing out that it had many elements in common — à 
Spanish, Catholic background, immense American influence 
and, for long, a corrupt dictatorship. Another asked: “If the 
Philippines goes, what happens to the rest of Southeast Asia?" 

There is great public enthusiasm for President Corazon 
Aquino — Swedes were delighted when, just before Marcos 
resigned, Sweden's woman ambassador to the Philippines 











Revolution — had been | Rajiv Gandhi: impressive start. appeared on TV in talks with Aquino, dressed in yellow, the 
largely overcome. —— president's campaign colour. 

Wachtmeister and others also see the possibility. of But businessmen and diplomats point out that the new 
another Asian horse coming up on the rails: India. There has president has enormous problems to tackle. Apart from tlie 
always been a strong sentimental link between the Nordic na- political problems, there is the legacy of corruption, which, 
tions — particularly Sweden — and India, going back to the as one Finnish company official pointed out, "starts in Tur- 
days of Mahatma Gandhi, whose non-violent ideals are still key, gets worse as you go east and reaches its peak in the 
revered by many pacifistically inclined Swedes Philippines." ü 
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FOREIGN RELATIONS 


The even-handed 
approach to 


international clout 
he tributes which poured in from all over the world after 
| the shocking assassination in February of Sweden's 
prime minister, Olof Palme, were of course primarily 
personal accolades to a man who was liked and respected by 
numerous politicians throughout the world — he was des- 
cribed by Britain's Labour leader Neil Kinnock as "one of the 
few truly good men in politics." 

But the fact that the tributes came from both East and 
West — and from North and South — pointed to the even- 
handedness of Sweden's committed neutralist policy. 

Also, the extraordinary outpouring of grief from the citi- 
zens of Stockholm, who flocked in the thousands to the site of 
the murder to lay flowers on the spot, was a measure not only 
of Palme's personal popularity among the people he led but 
also of the close personal relationship there is between peo- 
ple and politicians in Sweden 
and to a greater or lesser extent 
throughout the Nordic nations. 

"Its astonishing," said a 
Stockholm-based foreign jour- 
nalist. “These are Western 
democracies where the govern- 
ments actually do what the 
people want them to." This 
grassroots influence on policy 
is one major reason why poli- 
cies are unlikely to change 
even after the death of Palme. 

Even should the conserva- 
tive opposition win the general 
election due in three years, it is 
unlikely they will change radi- 
cally, as Denmark's policies 
are unlikely to change even 

iven the current shift within 
its coalition government to- 
wards more reliance on sup- 
port from the Right. 

The fact that grassroots 
opinion has such an influence 
on policymaking in the Nordic 
nations tends to give domestic 
affairs a high priority, even 
when it comes to foreign rela- 
tions. One diplomat said: *Our 
foreign policy starts with our 
near neighbours, the Nordic 
nations. Second priority is the rest of Europe, then our other 
neighbours [the Soviet Union]. Europe is very predominant, 
though things run smoothly." 

To complicate matters further, though the Nordic nations 
tend to vote as a bloc in forums such as the UN, their foreign 

licies and priorities do differ widely. Two members of the 

loc — Denmark and Norway — are also members of Nato, 
though there is much domestic opposition, particularly in 
Denmark, to the linkage. 

Denmark is a member of the EEC — though that mem- 
bership also causes internal controversy — and the others are 
members of the European Free Trade Association. Sweden 
is committedly, even aggressively, neutral. And Finland is 
neutral, but with ties to the Soviet Union through a long- 
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Peace rally in Stockholm on eve of funeral: grassroo 











standing treaty of friendships 
and mutual cooperation. 

Of the four, Sweden takes by 
far the highest profile in inter- 
national affairs — Palme, for in- 
stance, was official UN negotia- 
tor in attempts to bring the Iran- 
Iraq war to an end. Much of that 
high profile stems, once again, 
from domestic interest in foreign 
affairs, and perhaps a small na- 
tion's sympathy with the under- 
dog. 

Thus it was that Sweden be- 
MA ~< came involved in Vietnam at 
The late Olof Palme: the height of the anti-war pro- 
outpouring of grief. test movement in Europe, when 
American draft-dodgers sought 
sanctuary there and Palme himself took part in protest 
marches. 

That involvement, though now only an aid relationship, is 
clearly an embarrassment to Sweden today — after the boat 
people and the occupation of Cambodia. Swedish officials 
are quick to point out that they have no quarrel with Asean 
over Vietnam. “The only problem with Asean is that some in 
Asean think there is a problem,” said one Foreign Minist 
source, 4 

“We condemned the invasion as soon as it happened and 
we have continued to condemn 
it. 

“Besides, the aid we have 
given to Vietnam — two hospi- 
tals and. a pulp-and-paper mull, 
plus grant aid to purchase mat- 
erials such as textiles, rein- 
forcement rods for construc- 
tion and fertilisers — is hardly 
helping the Vietnamese to pro- 
secute their war with Demo- 
cratic Kampuchea.” 

Others point out that aid to 
Vietnam has been frozen for 
some time and was even cut by 
the previous conservative gov- 
ernment. And they add that 
since the aid materials have to 
be purchased on the open mar- 
ket, Swedish aid is encouraging 
Vietnam into the outside 


world. 
And as well as embarra 


ment, there is resentment ove 
what many in Stockholm see as 
a press campaign against Swe- 
den in some Asean countries. 
This resurfaced last year, ac- 
cording to them, in press re- 
ports of an alleged freeze on 
arms exports to Singapore be- 
cause of fears that shipments 
might be diverted to other countries, particularly in the Gulf 
(REVIEW, 5 Sept. '85). 

“There was no freeze," a Foreign Ministry source in- 
sisted. “We have a very vocal peace movement which keeps 
Bofors [the company whose shipments were said to have 
been frozen] very much under scrutiny. All end-user certifi- 
cates were being checked, no matter where exports were 
going. It was nothing to do with Singapore per se." 

He added: “We trust the Singapore Government — trust 
that it is doing its job. We don't want any upset with Singa- 
porc." But he said he was confident of an early “normalisa- 
tion of an overheated situation." 

There are also widening defence sales to Australia, 
and Sweden is bidding to build the submarines with which 
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Australia plans to re-equip its navy. “It may seem strange 
that neutral, pacifist Sweden is involved in the arms trade,” 
said one source. “But there are strict limitations on whom 
we sell to. We don’t sell to nations at war or where human 
rights are a problem. And we mostly sell to countries like 
ourselves — Austria, Switzerland, Japan, where armies 
are purely for self-defence. But at the same time, we are 
working for a situation in which arms will no longer be neces- 
sary.” 

Further embarrassment followed shortly afterwards, 
however, with regard to another Asean member, Thailand, 
in the form of press reports about the leisure activities of a 
group of Thai officials, including Supreme Commander Gen. 
Arthit Kamlang-ek, who were visiting Stockholm at the time 
of the attempted coup in Thailand (REVIEW, 19 Sept. 85). 

Again, Swedish officials blame irresponsible press treat- 
ment overseas, saying that, though Arthit was named in the 
reports, claims that he was at a party in a Stockholm hotel 
when news of the coup attempt came through were totally 
untrue. 


n the more positive side, Sweden sees relations 
Q with both Australia and New Zealand 
since the election of Labor prime ministers Bob 
Hawke and David Lange. Lange in particular has earned the 
idmiration of Scandinavians for his stand against visits by US 
» nuclear-armed and nuclear-powered ships. 
The Swedes are carefully watching the progress of the 
Pacific Forum's nuclear-free zone, agreed in a modified form 
last year, and is also cooperating with both Australia and 
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China: an alternative view 


site him at lunch and I asked him if he 
knew of the young poets. 

“He said he did and mentioned a 
few names. ‘But have you read them?’ 
I asked. I pointed out that they should 
be feathers in China's cap, but that 
they were frowned on, not even pub- 
lished. He said he would study them, 
but nothing happened." 

But Malmqvist's disillusion goes 
deeper than poetry. He agrees with 
Simon Leys that the architectural 
treatment of Peking is a *crime against 


ne of the gloomiest views of China 

today comes, perhaps — 
ingly, from Stockholm, from where 
one might expect high praise of the 
new look in Peking. 

But Prof. Goran Malmqvist is no 
armchair academic. He was in Sichuan 
as à -graduate student at the time 
of Liberation, and returned in the late 
1950s as cultural attache at his coun- 
24 embassy in Peking. And since 

, when his Chinese father-in-law, 
condemned as a rightist during the 
Cultural Revolution, was rehabili- 
tated, he has made regular visits. 

“At the time of Liberation," he 
said, “there was tremendous relief and 
enthusiasm from everyone, regardless 
of their political views. They were full 
of admiration, very impressed with the 
leadership and administrative abilities 
of the young, military-trained com- 
munist cadres. 

“But as early as 1956, when I re- 
turned, it had completely changed; the 
bureaucracy were entrenched and 
thoroughly disliked.” 

Malmqvist, a Chinese linguist and 
translator of Chinese poetry — as well 
as occupying a place in the Swedish 
Academy, the body that chooses the 
winner of the Nobel Prize for Litera- 
ture — is particularly incensed by the 
authorities’ treatment of young poets. 

^] tell this to every Chinese politico 
I meet. I told it to Zhao Ziyang when 
he visited Europe. I was sitting oppo- 


humanity." 





| 





He added: “The authorities are 





Malmqvist: disillusioned. 


Afghan guerillas: political concern. 





New Zealand in the UN on nuclear-test ban issues and on 
South Africa. 

Another area of great political concern to Nordic coun- 
tries — not only Sweden — is Afghanistan, not least, as one 
Nordic diplomat put it, because “we have a common neigh- 
bour, the Soviet Union.” 

Norway, which suspended its aid to Vietnam in the wake 
of the exodus of Vietnamese boat people and the occupation 
of Cambodia, now maintains a heavy humanitarian aid pro- 
gramme to the Afghan refugees on the Pakistan border, as 
does Sweden. 

They strongly condemned the invasion in the UN, as à 





short-sighted in other ways, too. Even 
on such things as refusing to honour 
agreements in joint ventures and so 
on, raising the cost of land and services 
suddenly, and, on the other hand, re- 
fusing to accept that foreign partners' 
costs may have to rise. 

"That wouldn't have happened 
even under the Kuomintang,” he said. 
"At least they were good business- 
men." 

Also worrying in his eyes is the in- 
creasing polarisation of Chinese socie- 
ty, and increasing gap between the rich 
enclaves and the vast areas of poverty 
in the north of the country. 

“So there will be terrible social 
problems — and people will begin to 
articulate their anger. They're no 
longer afraid to do that. 

Of course, the people who used to 
be the spearhead of mass political 
campaigns are too involved in econo- 
mic work, so they won't take the lead. 
But there are plenty of young, edu- 
cated people who will take the lead in a 
genuine cultural revolution." 

Finally, said Malmqvist, with the 
uneven development of free trade 
zones such as Shenzhen and the coast- 
al cities, “I sometimes feel we've 
moved back to the China of the 1880s 
with the foreign enclaves and all that 
they entailed. I can foresee a new sort 
of nationalism, a new May 4 Move- 
ment. 

"There is a growing awareness of 
the fact that China is selling off its na- 
tural assets to the foreigners." 

— Mike MacLachlan 
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breach of international law. As for the future, “it’s easy to say 
what we hope,” said one. 

"Obviously the Soviets at the beginning thought it would 
be a quick affair, never thought it would drag on, causing so 
much damage. But they don't have the public pressure to end 
it, as did the Americans in Vietnam. Ivan Ivanovitch is not 
sitting in front of his TV watching it the way Joe Soap was in 
the US." 

A possible solution, sources said, was that Soviet leader 
Mikhail Gorbachov at least has the option to say, “It’s not my 
war," and get out, particularly as — they believe. — he 
realises the Soviet Union's credibility in the Third World is 
suffering because of its actions in Afghanistan. 

They pointed out that Gorbachov himself has said: “We 
want a solution in 1986." However, sources admit that an ac- 
ceptable solution will be hard to find — particularly finding à 
government which would meet the demands of both the 
mujahideen resistance and the Soviets. "Obviously it could 
never be an anti-Soviet government," said one. 

UN leverage will continue to be important in bringing 
about a settlement, it is believed. And a trump card may be 
that "an Afghan settlement would certainly improve Soviet 
relations with China." 

As for China itself, Nordic relations with Peking are said 
to be "in complete harmony." China is getting assistance 
from the Nordic nations in many fields — such as hydro- 
power projects with Norwegian assistance and even the pos- 
sibility that a Chinese carrier vehicle may launch a Swedish 
satellite. 

Norway and Sweden were among the first nations to rec- 
ognise the people's republic after Liberation, which they say 
has contributed to 
Strong ties. Swedish 
Foreign Minister 
Steen Andersson 
went to China last 
year to celebrate 35 
years of amity, and al- 
most all the Swedish 
cabinet have visited at 
some time. Even Viet- 
nam is not a problem 
with China, Swedish 
sources insist. “They 
Say we are wrong, but 
they accept it,” said 
one, 

There are also 
strong links between 
Sweden and India, 
which is a member of 
the Five Continents 
Commission estab- 
lished by Palme, an — 
attempt to bring to- || < #; S 

: stronger links. 


gether representa- |Nak 
tives from Europe, 

Asia, Africa and North and South America to present 
nuclear-ban proposals to the US and Soviet Union. 

Sweden is one of the few countries to have diplomatic rep- 
resentation in both Koreas. 

And Sweden also sees stronger links developing between 
the Nordic nations and Japan — despite trade problems. On 
trade they believe Prime Minister Yasuhiro Nakasone is sin- 
cere in his market-opening initiatives — “Nakasone has 
taken on the Japanese public,” said one Foreign Ministry of- 
ficial. Their major fear is that the EC and US “will put an im- 
print on liberalisation” so that other countries will be left out 
in the cold. 

Politically, they see the Japanese today as much more out- 
ward-looking, taking an interest in solutions to the Cam- 
bodia problem and the Iran-Iraq war, “They are also in- 
terested in the way Sweden deals with the Soviet Union.” 
said one, 





— Mike MacLachlan 
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virtually a newly developed 
'Ountry. Forty years ago it 
was devastated by war — "on 
our knees," as Kohler put it 
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An outward urge 
with benefits to 
both sides 


candinavians tend to laugh when people compare their 
industrial success with the success of the Asian nations. 
“Ive heard us called the Japan of Europe — a total 
eration,” said Jarl Kohler, managing director of 











exa 
Finnboard, the company which sells Finnish packaging mate- 
rials worldwide. 

But the way they laugh indicates that they take such re- 


marks as compliments — and 
that they are quietly proud of 
their success. And there are 
certainly some similarities 
with Asia's "little dragons” 
— not least in Finland itself, 















— and was in any case 
primarily a nation of farmers, 
fishermen and foresters. 
Thirty years ago it was still 
the least-industrialised of the 
Nordic nations, with the ex- 
ception of Iceland. But in 
the past 30 years, its indus- 
trial output has increased al- 
most twice as fast as has the others. Even in 
the world recession following the first oil 
shock in 1973, Finland managed generally to 
surge ahead of OECD average growth. 
Forestry is still its mainstay, accounting 
for 40% of export earnings, but the emphasis 
has shifted to finished forestry products — 
and, in other areas, to a unique policy of 
"finding a niche" for unusual, very special- 
ised products. One company, Wartsila, for 
instance, produces specialised ships such as 
icebreakers, prefabricated ships’ cabins — 
ind water-saving lavatories, for use on ships 


short supply. 

Like Finland, Denmark tends to rely on 
its traditional products — in its case, agricul- 
tural products. They account for about 18% 
of its exports and are one reason why Denmark, though in 
deficit to Japan, is not as heavily in deficit as most countries 
because of its exports of pork. 

Norway, meanwhile, is a major exporter of semi-man- 
ufactured goods such as alumina, made possible by its abun- 
dant supply of hydroelectric power (so-called white coal). It 
is also, of course, one of the world's leading shipping nations 
and in recent vears a major oil producer. 

But the industrial heartland of the region is Sweden, 
where the engineering industry accounts for 45% of indus- 
trial output and 46% of exports. Sweden is also notable for 
the number of major multinational companies which call it 
home, such: as Atlas-Copco, telecommunications giant 
Ericsson and carmaker Volvo. 

All four nations, however, suffered in the recession fol- 
lowing the second oil shock. They recovered strongly in 1983 
and in 1984 — when their joint population of just 22 million 
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European OECD countries. But it remains to be seen wheth- ’ 


er their recovery can be sustained, particularly in view of the 
latest business downturn and drop in oil prices. 

Falling oil prices are of particular concern to Norway, as 
the North Sea oilfields have rapidly become a dominant sec- 
tor of its economy, contributing about 18% of GNP com- 
pared with only 0.2% in 1972, while the share of traditional 
manufacturing industries has slipped some four percentage 
points below oil. 

The nation's oil production is likely to rise this year, ac- 
cording to the pro-government daily Aftenpost, despite calls 
from Opec to hold production down in order to prevent the 
price falling further. Aftenpost predicted output of some 
890,000 barrels per day (bpd) this year, a rise of about 1095 
on last year’s 780,000 bpd. 

Norway's new emphasis on oil means, as one Norwegian 
diplomat put it, that “we take a rather lower profile than 
some other nations” on trade. But this low profile is mislead- 
ing; an official at the Norwegian Export Council in Oslo said 
that Asia in general was now “as important a market to Nor- 
way as North America,” accounting for some 10% of the 
country's exports, a much higher figure than applies in most 
countries. 

It claimed a record last year in exports to five Asian nà- 
tions — China, India, Japan, Thailand and South Korea — 
with the biggest slice, NKr 2.2 billion (US$312 million) going 
to Japan. Ironically, it is the “low-tech” nature of many of 
Norway's products which give it such an edge in Japan. 

Its exports there were, like Denmark's, food — in Nor- 
way's case fish products — plus metals and alloys such as 


aluminium ingots. “We tried to persuade them to buy 
finished aluminium products, but they wouldn't," com- 
mented one source. 


the country’s total, “or possibly a little more.” Ferti- 

liser was the prop of exports to Thailand, while those to 
India and South Korea were mostly — — Figures for 
exports to China, of NKr 629 million, exclude ships, but Nor- 
way is also involved in supplying sophisticated equipment to 
China-built vessels. 

Expansion possibilities are seen in the area of power gen- 
eration, particularly in places such as Indonesia. Norway is 
very strong in small, gas-turbine power units, which it al- 
ready supplies to Burma, for instance, and in hydropower 
units. The Norwegian company Hasslund in February signed 
a deal to supply a mini-hydropower plant to Hunan province, 


F xports to Japan are now reckoned to be about 1% of 
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worth NKr 12 million, and there are prospects or other such 
deals in China. 

And, of course, it has a strong foothold in the oil industry. 
The government oil corporation, Statoil, set up an office in 
China as early as 1979 as consultants to the China National 
Petroleum Corp. — “much to the disgust of the Americans,” 
said one Norwegian source — and its interests have expanded 
rapidly. 

It has a 9.875 stake in the Beibu field operated by Totale, 
which is now in test production, with commercial production 
likely later this year. It also has an interest in the Cluff con- 
cession in the Yellow Sea, which is to sink its first test well 
this year. Statoil also acts as consultant in a test study project 
being conducted in the Gulf of Thailand by Thailand's oil 
corporation. 

Of course, Norway is heavily involved in the Asian ship- 

ing trade, as is Denmark, whose trading links with Asia go 
i a surprisingly long time. Denmark's East Asiatic Co. 
pc) began trading with Thailand 103 years ago when 

anish ship's carpenter H. N. Andersen, then master of a 
ship in the Royal Thai fleet, shipped a cargo of teak for sale in 
Britain and returned with a cargo of European industrial 
equipment. 

Today, the group he founded — which took the EAC title 
in 1897 — has more than 120 companies operating in more 
than 40 countries, with sales in 1985 of nearly DKr 20 billion 
(US$2.29 billion). 
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EAC head office, Copenhagen: longstanding connection. 
donesia and India. Among its interests are still teak — 
though now from Burma and Indonesia rather than Thai- 
land. It also has oil-palm and rubber plantations in Southeast 
Asia — and, in conjunction with Copenhagen's United 
Breweries, brews Carlsberg beer in Malaysia and Hongkong. 

But shipping in general is still in deep recession with little 
sign of sunshine on the horizon (FOCUS, REVIEW, 13 Feb.), 
which can only be bad news for seafaring nations such as 
Denmark, Norway and Sweden. 

Problems in Denmark and Sweden are exacerbated by the 
fact that both countries are firmly wedded to “cradle-to- 
grave" welfare policies, with swollen public sectors, leading 
to large budget deficits. Both nations are attempting to get 
the public sector back into the black, but it remains to be seen 
whether this will be achieved. 

Such problems do not occur in Finland, where the ship- 
ping sector is much smaller. And to an outsider, Finnish busi- 
ness and industry do seem to have much more of the 
freewheeling attitudes of Asia than do the business sectors of 
most European nations. 

A case in point was the recent takeover of the ailing Bank 
of Helsinki by one of the country's two major commercial 
banks, Union Bank of Finland, known by its Finnish initials, 
SYP, in the face of a bid by one of Finland's powerful savings 
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| Wartsila « engine: Asian production. 


SWEDEN'S TRADE 





R£ VIEWDIAGRAM by Anity Tang 
banks. The merger was accomplished by a weekend “dawn 
raid" — with a little bit of help from SYP's main rival, Kan- 
sallis Osake Pankki (KOP), which sold its minority 
shareholding in the Bank of Helsinki to SYP in order to pre- 
vent a savings bank getting a foothold in the commercial- 
banking sector. 

Apart from this bit of "^hanky-pankki" both SYP and KOP 
have followed a remarkably similar expansion pattern in re- 
cent years, both opening branches in London and New York 
and both establishing subsidiaries in Singapore, mostly tó 
service Finnish clients operating throughout the Far East. 

And their views of Asia are remarkably similar too, both 
predicting slow recovery from the current downturn, with 
perhaps a swing towards the north, and China. 


n general, Scandinavian businessmen and industrial- 
ists are still optimistic about prospects in Asia, though 
most are more cautious than they were a few years ago, and 
some admit that they have had theif fingers slightly burned in 
the recent downturn, particularly in Singapore. 

Wartsila, for instance, took the decision to enter a joint 
venture with Singapore's Keppel Shipyards to produce diesel 
engines "six or seven years ago, when the situation was very 
different," said marketing vice-president Christian An- 
dersson. "Today doesn't look so bright," he added. How- 
ever, Andersson defended the Singapore operation as a use- 
ful base for Wartsila in Asia, giving it a strong foothold in 
neighbouring countries from Australia to China. Local pro- 
duction of its engines is due to start in South Korea this year 
through Ssangyong and it has an agreement to start producing 
in Indonesia. Exports of its diesel engines to Asia amounted 
to Fmk 170 million (US$32.77 million) last year, said An- 
dersson, and with the inclusion of Australia the figure rises to 
about US$40 million. il 

Wartsila can even claim benefits from the drop in oil 
prices, which is forcing oil companies to economise — pro- 
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sed diesel engines. Wartsila is providing engines for 14 of - 

J — eana semi-submersibles being built | | 

R wide today. , incidentally, it is also installing its UTICA . . 
vater-saving lavatories in many of them, as fresh water is at a yA bh Who will give you 
»remium in offshore oil rigs. JF 
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wiew of the downturn in Southeast Asia. The Finnish com- "e EN e v a? 
any Kone, which manufactures lifts and heavy lifting and L HW your next trip in Asia? 
argo-handling equipment “started out very ambitiously to = . 
expand in Asia in the late 1970s," said Arvo Tuononen, vice- A d 1 
resident for finance and administration. “But . . . I visited uii ? 


ingapore in 1980 and again in 1984 and I could not believe 
he difference. All those empty office blocks and hotels." 

ow, he added: “Qur strongest foothold in Asia is Hong- 
ong." As for the Philippines, Tuononen commented wryly: 
"We are not very anxious to expand in that area.” 

To Finnboard's Kohler, Singapore remains “very impor- 
stant.” He does predict a levelling off “but still growth — a set- 
back here and there does not mean it's over. Singapore has a 

well-schooled population and a disciplined workforce. They 
are now world traders." 

However, his eyes are on China. Of Finnboard's 1.2 mil- 




















4 
lion-tonne annual production, only 60,000 tonnes goes to is 
Asia. But half of that goes to China. Other eyes in the Nordic | " 

ations are on China too. Although some decry the interest 2 
own in the China market — “our trade with China is the 
same as our trade X 
NNBOARD: DELIVERIES TO ASIA with Ireland," + 
(000 tonnes) - said one — others 1 
are quick to point + 
out the growth E 
factors. In 1982, i 
? | | for instance, Chi- Problem Solver ——— 
p R — — m | d bs aca * The wonders of travel have long been *F 
b: [Si up Ae HSE. le: e = «1 : [. r extolled but its woes can be legion. E 
LIE A ry se ^ue eague table. Last | ^t Holiday Inn we keep this in mind » 
c: | — year it was 19th. always. offering you a staff committed solely m - 
—— While remain- tO service, We're re-defining customer service ar 
ing enthusiastic, with people who accept the responsibility to go UA 
Scandinavian i — * ip: I ‘ t yi sca become Problem OK 
standard E més ` D: v- 
businessme H Ae Service to us means keeping the sense of ~ 
also very realistic wonder and eliminating the woe — because we E 
nud Edd boe. care about the small things in life. a 
evelop- 
ment. Taking ac- E 
count of the *» 
countrys econo- En 
mic situation, x 
REVIEWGRAPH Dy eT»; they believe that 3 
odernisation is likely to be a slow process — and they are % 
repared to wait for the right opportunity. Volvo, for in- 4 
stance, sees a market for its ultra-heavy trucks in China, but 14 Holiday Inn 595 
realises that it must wait until the road system is improved be- | d. 
fore they will be usable. But it is pleased to have sold a fleet of We care about the small things in life. : 
Volvo taxis to Peking and Shanghai. A taxi is a moving adver- 
tisement for its producer. 
And at Atlas-Copco, which says that China has been its 
main focus in Asia for the past few years, with expansion 
starting in the mid-1970s, company president Tom 
Wachtmeister said: “We have always been positive — but zx 
realistic — about China.” 
The company changed its policy towards China in 1983, Holiday Inn 
adopting a long-term strategy and setting up a new division in iternational-Asia/Pacific 
Hongkong to handle China business. It has negotiated six li- $ : | ib. l PX A 
- . . . or further information and reservations, contact your travel agent, 
cence agreements with China in 18 months and has trained anv Holiday Inn hotel or our Regional Director of Sales, 3 
literally hundreds of Chinese. And the policy seems to be .— c/o Holiday Inn Harbour View Hong Kong. J 
aying off very well. Sales to China in 1983 were SKr 25 mil- rS PO pede ign Rae si ee same T ae - 
[ion (US$3.4 million). In 1984, they were SKr 200 million and ER a CEF COR (s v 8 
in - i they mii deb ide ——— for this TUB Bangalore * Lido Carola » Qoifion Mile Hong Kong 
said a company oiticial, are “very andsome." ; view Hong Kong * Islamabad * Johor Bahru * Kanazawa 
Wachtmeister, however, is also optimistic about other Cv Cónlin — M RE * On The Park Kuala Lumpur * Karachi | 
areas of Asia, having, as another company official said, saan © KOO TOS S ERA Spine. + Menma Stony a , 


been “heavily involved personally" in expansion in the Surfers Paradise © Tokyo © Toyohashi * Yokohama 
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Pacific basin area. And India is also seen as a growth area in 
the future, though “still slow.” 

Atlas-Copco is one of those companies which, like Wart- 
sila, have set out to find a “niche” — something in which they 
are almost alone in the field, or are far ahead of their com- 
petitors. 

Another is Nokia — a diversified industrial conglomerate 
named after the town in central Finland where it was 
founded. It is setting up a new office in Singapore to coordi- 
nate all its Asian operations. The director-designate of the 
regional HO, Thomas Zilliacus, explained that they see 
growth not only in China, but throughout the Asian region, 
particularly in two of their specialised fields — small, rural 
telephone networks and mobile telephone systems. 

The company has been installing small telephone net- 
works in Malaysia — where Ericsson has been handling the 
larger, urban systems. And it recently started manufacturing 
telephones in South Korea and marketing them through 
Tandy in the US. Their target was 20% of the market — “and 
we re nearly there already." 

As for the Nordic companies which sell to Japan, interest- 
ingly, they are not only the giants such as Atlas-Copco, or 
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Now its British subsidiary produces 


those with an assured market position such as the meat, fis” 
and metals producers. 

One company which is "selling bread to the baker's child# 
ren," as a company executive put it, is Royal Copenhagey 
Porcelain. In fact, company director Leif Lautrup-Larsen bey 
lieves that it is the Japanese's own interest in and love c 
ceramics which has enabled Roval Copenhagen to achieve 
firm sales foothold in Japan. 

Ihe company also admits that it did get a little help from 
Emperor Hirohito's visit to its 100-year-old Copenhagen fac 
tory in 1971. The emperor was on an official visit to Denmarll 
when, company officials say, he specially asked to see Royat 
Copenhagen. Since then, says Lautrup-Larsen, the plant ha 
had “innumerable” visits from Japanese buyers — and a wel 
come royal cachet in Japan. 

Royal Copenhagen was taken over last year by Den 
mark's seemingly ubiquitous United Breweries, which has 
made for a welcome injection of capital, providing “enor 
mous financial backing — and a safety net," according t 
Lautrup-Larsen. So it looks set for steady expansion, not 
only in Japan, but in Hongkong and Singapore, where it alsc 
has outlets. — Mike MacLachlan 





its involvement does not stop there. A» 


A heady 
offshore brew 


Te public-relations theme of Copen- 
hagen's Carlsberg brewery is that 
it is not the oldest brewery in the 
world, nor is it the biggest, but it prob- 
ably brews the best lager. 

n Malaysia, however, it is the 
biggest, claiming a 52% market share, 
even though it set up in Kuala Lumpur 
only 14 years ago in the face of en- 
trenched local competition. 

In Hongkong, where Carlsberg ar- 
rived in 1981, the company claims only 
a 10-15% market share, but it is happy 
enough with that. “We arrived at a 
time of uncertainty, and we reckoned 
we would have to show a profit in five 
years. 

“We did it in three-and-a-half,” 
says Ole Andreasen, vice-president, 
public relations, of United Breweries, 
parent company of Carlsberg and the 
"other" Danish lager, Tuborg. 

In a way, United Breweries' over- 
seas operations are a microcosm of the 
Nordic nations' operating methods in 
the developing world. y show a 
high level of technical sophistication, a 
greater than normal willingness to 
enter into joint ventures (provided 
they make a profit) and a readiness to 

ass on know-how, symbolised by the 
act that only two Danes, the chief exe- 
cutive and the brewmaster, are em- 
ployed at the Kuala Lumpur and 
Hongkong breweries. 

Carlsberg had in fact been export- 
ing to Asia through the East Asiatic 
Co. (EAC) for almost 100 years before 
the rising cost of oil — and thus of 
transport — persuaded United that it 
might be more rational to brew over- 
seas, 


as much beer as the massive 60-ha 
Copenhagen Carlsberg plant, and it 
has joint-venture breweries in Spain, 
Italy, Malawi and Turkey as well as 
Hongkong and Malaysia. It has also 
set up Carlsberg Thailand in conjunc- 
tion with Thai interests, but produc- 
tion plans there are not finalised. 

In Hongkong it has a 50:50 partner- 
ship with EAC (also Danish-owned), 
and in Malaysia, United and EAC own 


-—— ` l 
Chinese brewery workers in Fredericia: model plant. 


22.5% each, with the rest in Malaysian 
hands. 

Production in Hongkong is about 
200,000 hectolitres a year and in Ma- 
laysia it is more than double that at 
500,000 hectolitres. This is a drop in 
the bucket beside United's overall 
production of 14.26 million hectolitres 
a year, but it is a useful drop, with 
Kuala Lumpur’s profit for 1984-85 at 
M$10.4 million (US$4.23 million) ona 
net turnover of M$78.9 million. 

Although United has no further 
plans for breweries in Asia at present, 


subsidiary, Carlbrew, specialises i! 
the export of brewing techniques (up - 
to supplying full breweries on a 
turnkey basis) and Carlbrew is giving 
technical assistance to breweries in 
Canton and Peking as well as taking 
Chinese brewery workers to Hong- 
kong and to its model automated 
brewery at Fredericia in Denmark for 
training. 


— 
LARS LINDSKOV 





in another field, through yet another 
subsidiary, Carlbiotech, a spin-off 
from brewing, much as many Japanese 
biotechnology companies have been a 
spin-off from beancurd manufacture. 
Carlbiotech has been working in 
close association with Australian 
biotechnology researchers for several 
years and this year it set up a 48%- 
owned joint venture with Australian 
interests to manufacture peptides, 
widely and increasingly used in the 
pharmaceuticals industry. 
— Mike MacLachlan 
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AN ASIAN VIEW 


Mitsui car carrier delivered to Norwegian owner; Abe: flurry of interest. 











A surprising amount in common... 


he Nordic countries’ relationships 

with Asia span a wide range of in- 
terests and attitudes. In some cases they 
stretch back through recent history; in 
others, a newer commercial urge — on 
both sides — has spawned ties. REVIEW 
correspondents in major regional capi- 
tals report. 








JAPAN 


apan has long-standing trading links 

with each of the Scandinavian coun- 
tries, but Sweden figures by far the most 
prominently, both in terms of its two- 
way trade with Japan and Swedish di- 
rect investments in Japan-based man- 
ufacturing. Invariably, trade is in 
Japan's favour; and while there are 
market-access issues, particularly for 
Norway-caught sardines, these do not 

sem to have impaired relations gen- 
lly. 

What Scandinavia appears to live in 
fear of, however, is EEC trade restric- 
tions against Japan that could divert a 
flood of Japanese products into that re- 
gion. Nonetheless, Scandinavia as a 
whole is moving to dismantle barriers 
against Japanese imports. In 1984, Swe- 
den lifted the last of its trade 
restrictions against Japan, 
and Norway now limits only 
its intake of Japanese tyres. 





Sweden, pulp, hand tools, luxury cars 
and pork, and from Denmark, pork, 
dairy products and furniture. 


alerted to each other's presence. Part of 
the reason appears to be that Japan has 
come to admire the heavily armed, uni- 


Sweden presents the reverse of | laterally declared neutrality of Sweden 


Japan's established investment trend, 
its stake in Japan far exceeding Japan- 
ese investment in Sweden. At March 
1984, Sweden's cumulative investment 
in Japan totalled US$68 million, against 
only US$18 million by Japan in Sweden 
(as at March 1985). Sweden's aggressive 
investment drive probably results in 
part from the success of the Swedish 
trading company, Gadelius, which es- 
tablished itself in Japan in 1907 mainly 
as an importer of industrial machinery 
from Sweden and other European coun- 
tries. Gadelius is also importing a range 
of Swedish industrial-robotic products 
to Japan. 

The Swedish consumer-products 
packaging company, Tetra Pak, ts simi- 
larly successful. Its Japan subsidiary, 
Nihon Tetrapak, has carved a huge 
and growing — share of the Japanese 
market for fruit-drink packages. Japan- 
ese trade officials put Sweden’s strength 
down to its specialisation in areas 
where it has a clear competitive advan- 
tage. 

On the political front, the Nordic 
countries and Japan seem suddenly 





NORDIC-JAPAN TRADE 

















and that country’s voice in the global 
peace movement. But for its defence 
ties to the US, Japan probably would 
want to follow suit. 

But most recent interest has stem- 
med from a mutual flurry of high-level 
visits since 1980. Between April and 
June 1985, Japanese Foreign Minister 
Shintaro Abe visited each of the four 
Nordic countries in a move to broaden 


Japan’s diplomatic range. King Carl 


Gustaf. of Sweden came to Japan in 
January 1985, Queen Silvia following in 
November. Norway's King Olav had vi- 
sited in 1983. Finnish President Mauno 
Koivisto visited Japan in January 1985, 
and Japan's Crown Prince Akihito and 
Princess Michiko visited Finland, Swe- 
den, Denmark and Norway in June the 
same year — and Finland declared 1985 
the Year of Japan. 

Finland is of special interest to Japan 
for its status as one of the few nations 
ever to have had territory returned to it 
by the Soviet Union. Although Japan- 
ese foreign officials do not see a direct 
parallel with Japan's claim to the Soviet- 
held islands north of Hokkaido, they 
nonetheless appear intrigued 
at the way in which Finland 
appears to juggle a close, yet 
independent relationship with 






Two-way trade is charac- | Japanese exports Moscow. Japan Socialist 
terised distinctly by Japan's | | $95 || 55 | Party chairman Masashi Ishi- 
supply of cars and ships, fol- | L'59 | bashi has been known to re- 
lowed, though in much lower 668 || 43 . mark that if Japan would only 
value, by video-tape record- : —— Um learn from Finland's manner 
ers and assorted electrical | Japanese imports | of dealing with the Soviet 
appliances. From Finland, I 339. ]- tI, 25 11-45. Union, it might be more suc- 
Japan buys mostly paper, L- 0 | L- 308 cessful in securing at least an 
newsprint, pulp and alumin- 1985* L 531. | — FL 29. .| We Oe acknowledgment of the ter- 
ium; from Norway, ferro-al- | *Jan,-Nov. ritorial dispute. 


loys, nickel and fish; from 





Source: Ministry of International Trade and Industry. 
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— Bruce Roscoe 
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Hyundai shipyard: Ericsson exchange: major presence in h Korea. 


SOUTH KOREA 


outh Korea is a long way from the 

Nordic countries, but it is close in 
terms of climate, while one important 
local industry — shipbuilding — has 
made links with the ship buyers and pro- 
ducers of ship equipment in the Nordic 
countries. 

High-technology equipment, much 
of it related to shipbuilding, energy pro- 
duction and communications, is the 
major component of Nordic exports to 
South Korea. Since it signed an agree- 
ment in 1982 to supply 755,000-lines ca- 
pacity digital exchanges to the Korea 
Telecommunications Authority, Swe- 
den's Ericsson Group has become the 
largest single Nordic commercial pre- 
sence in the country. Raw materials, 
especially furs purchased by South 
Korea's Jindo Furs the world’s 
largest producer of fur garments — 
make up another large slice of Nordic 
exports. In return, the South Koreans 
export miscellaneous manufactured 
goods, including textiles and electro- 
nics, and ships for Norwegian and 
Swedish shipping lines. 

Nordic companies are particularly 
active in the shipbuilding industry be- 
cause they can offer high-technology 
equipment to South Korean yards, 
which are dependent on foreign sources 
for approximately half the final value of 
ships produced. 

The shipyards’ ties to Norway are 
particularly close: roughly 75% of Nor- 
way's exports to South Korea are of ship 
equipment, while the Norwegians in 
turn are major buyers of South Korean 
ships, purchasing 80 from 1980-85, 
which accounted for Norway's growing 
deficits in bilateral trade from 
US$120 million to US$187 million in 
1985. Total trade between the two coun- 
tries was US$401 million last year, up 
34% from 1984. 

More than half of the approximately 
250 Norwegians in South Korea are out- 
side Seoul, close to the shipyards in 
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Pusan, Ulsan and Koje Island; so it is 
with the roughly 80 Danes in the coun- 
try. Det Norske Veritas, the Norwegian 
ship-classification concern, is the 
biggest in South Korea, with survey stà- 
tions at major yards and serving roughly 
50% of the market. The Fearnley group 
(under the local name of Scan-Korea), 
Kvaerner Varme and Westad Far East 
are all Norwegian suppliers of ship 
equipment with local offices in Seoul 
and Pusan. Scan-Korea also is involved 
in shipbroking. Denmark's B & W has a 
licence arrangement with Hyundai to 
produce ship-related machinery, while 
Hyundai is producing automation 
systems for ships under licence with 
the Norwegian subsidiary of Finland's 
Valmet. Finland's Wartsila Diesel 
makes diesel engines for ships with 
Ssangyong. 

Swedish shippers also are regular 
customers of South Korean yards; 57% 
of South Korean exports to Sweden last 
year were either of ships or textiles. Al- 
though Sweden exports a large amount 
of ship equipment to this country, it 
only has one licensing arrangement for 
local production by a South Korean 
firm, recently set up by Volvo Penta to 
produce small diesel engines. 

Several Nordic firms have been able 
to take advantage of their expertise in 
dealing with a fact of life they have in 
common with the South Koreans — 
cold winters. The only non-diplomatic 
Finn living in the country runs a liaison 
office for Ekono, an engineering firm 
specialising in energy-saving consul- 
tancy. Ekono designed and supervised 
the delivery of a turnkey pulp mill, 
which came on stream in 1978, and is 
now doing an energy-investment survey 
of the country financed by the Asian 
Development Bank. Finnish firms are 
also involved in local production of 
high-efficiency boilers under licence by 
South Korean companies. 

With a population roughly half the 
size of the city of Seoul, Finland ex- 
ported US$64 million-worth of goods 
last year, purchasing US$46 million- 
worth of South Korean goods; this made 








South Korea the country's third-largest 
Asian trading partner. Sales of furs to 
Jindo made up more than 40% of Fin- 
land's exports to South Korea last year, 
which totalled US$64 million, and a 
third of the approximately US$100 mi 

lion-worth of goods exported by Der 
mark in 1985. Not surprisingly, Jindo's 
present holds the post of honorary 

innish consul in Seoul. 

Sweden’s profile in South Korea was 
dramatically altered by the arrival of 
Ericsson in 1983. The Swedish com- 
munications firm is currently engaged in 
two big projects, a toll-exchange sys- 
tem, which links local exchanges across 
the country, and the installation of digi- 
tal lines throughout the countryside. 
For the latter project, which accounts 


for just under 60% of the total 
US$222.7 million-worth of contracts 
Ericsson has been awarded. the 


Swedish firm has entered into a joint 
venture with Oriental Precision Co., 
called Oriental Telecommunication Co. 
(Otelco). 

Otelco produces parts for the rural 
project, which is being localised fairly 
rapidly — local content is scheduled to 
be 57% by the end of this ye: 
Ericsson's first experience in M 
Korea goes back to the turn of the cen- 
tury, when it delivered the country's 
first telephone system to the royal 
court. Since the company's return in the 
1980s, South Korea has become one of 
its biggest foreign customers. 

Ericsson's exports to South Korea 
amounted to US$200 million between 
1983-85, or roughly half of Sweden's 
total exports to South Korea during the 
same period, pushing Sweden into the 
black on bilateral trade between the 
two. Total trade amounted to US$428 
million in 1984, with a US$6 million 
Swedish surplus; figures for the first 10 
months of last year show a similar bal- 
ance in Sweden's favour, with figures 
slightly down on both sides. 

Other Swedish companies operating 
in South Korea include Tetra Pak, 
which recently started a 100%-owned 
plant producing packaging materials for 
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S*E-Banken's unique ability to interlock 
with Swedish-related business anywhere 
in the world is symbolized by “Wave” a 
sculpture in glass by the Swedish artist 
Olle Alberius, photographed by Reijo 
Ruster It was made in full lead crystal by 
Orrefors, another of S-E-Banken's famous 
customers trading around the world. 


HOW WE 
LINK 


SWEDEN'S 
TRADE 


WITH THE 
WORLD 


Wes lf you do business in Sweden or 
with Swedish firms anywhere in the 
world there is one natural partner that 
stands above the rest: Skandinaviska 
Enskilda Banken. 

One sound reason for this is 
apparent at once. S-E-Banken is 
Sweden's - indeed Scandinavia's 
largest bank, with Group assets of over 
USS 20 billion. 

Another is the crucial role 


S*E-Banken plays in Sweden's economy. 


We have an intrinsic knowledge of 
Sweden's industrial scene and we 


concentrate our resources and 
commitments where we have unique 
qualifications to excel. This is naturally 
with Swedish-related business 
anywhere in the world. 

Our definition of Swedish-related 
business includes not only the banking 
needs of Swedish companies in and 
outside Sweden but all international 
companies having any kind of business 
with Sweden. 

All our customers benefit from our 
speed and expertise in various areas, 
and working in close conjunction with 








Scandinavian Bank, we offer a compre- 
hensive range of banking services to 
Far Eastern customers. 

Through Scandinavian Banking 
Partners - the partnership agreement 
between Bergen Bank, Norway; 
Privatbanken, Denmark; Skandinaviska 
Enskilda Banken, Sweden and Union 
Bank of Finland, Finland - our private 
and corporate clients now have access 
to well over 1,000 banking offices 
throughout Scandinavia. 


(©) S-E-Banken 








Skandinaviska Enskilda Banken 


Head Office: Kungstradgardsgatan 8 
S - 106 40 Stockholm, Sweden 
Telephone: 468763 50 00. Telex: 11000 essebh s. 
Regional Central Offices: Stockholm, Góteborg, Malmó 





“T hate to admit it, but I prefer flying SAS to Tokyo” 


“How could I say anything else? SAS is always on time. They have 
excellent meals and the service is perfect. And what I like best of 
all is their once-a-week Trans-Siberian Express connection 
which arrives in Tokyo early in the morning instead of in the 
alternoon. 


“So how could | possibly say anything else? | prefer SAS” 


YASUYUKI AOYAGI 
MANAGING DIRECTOR 
JAPAN PULP & PAPER GMBH 
DÜSSELDORF, WEST GERMANY. 
150 FLIGHT HOURS A YEAR. 


Fly SAS First Business Class to the Far East. You enjoy more legroom. You're seated in a com- 


fortable, next-to-First Class chair. And naturally, drinks, wine and champagne are on us. And ; // /4$428 
there's no surcharge. We don't even charge extra for being fastest to Japan from most parts of LH 
Europe. Fly SAS. You save both time and money. The Businessmans Airline 
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How do you measure prestige and value in a car? Do you look for 
world-beating safety and outstanding quality? Do you look for 
performance, handling and legendary reliability? Do you look for 
unequalled durability based on superb workmanship? Do you look for a 
host of -built-intuxury-and comfort features? | 

If so, what you're looking for sounds remarkably like the cars ih 
thé new Volvo 760 series and /40 series 

But don't just take our word for it. You can visit your nearest Volvo 
showroom and see for yourself 

There's the versatile 740 GLE, and the exciting 740 Turbo. The 
luxurious 760 GLE and the high performance 760 Turbo. All of them 
safe, reliable and very Volvo 


VOLVO 


For turthér information. please contact BRUNEI: United Motors Sdn Bhd, Bandar Seri Begawan, HONG KONG Cimbrna Motars Ltd 
INDONESIA: Pf Central Sole Agency, Jakarta, JAPAN: Teijin Volvo Corporation, Tokyo, MALAYSIA: Federal Auto Holdings Berhad, Kuala Lumpur 
SINGAPORE: SM Moto% Pte Ltd, SOUTH KOREA Arlee Associates Ltd, Seoul. TAIWAN: Cannon Taiwan Limited, Taipei, THAILAND: Swedish Mátors Corporation Ltd, 


Bangkok. For personal export, please contact your nearest Volvo Dedler or Volvo Tourist & Diplomat Sales, S-405 08 Goteborg. Sweden 


The Danish Connection 
in Far East Banking. 




















And vice versa. 


The establishment of a branch in Singa- dinavia. We have extensive experience in 





pore was a natural step in Privatbanken’s advising Scandinavian companies wanting to 

international strategy. All the Singapore office’s export to the booming South-East Asian 

systems and communications are fully inte- countries, as well as advising South-East 

grated with Privatbanken worldwide. State of ^ Asian companies wishing to export to Scan- 

the art technology and highly qualified dinavia. 

personal service means quick and secure elec- Privatbanken in Singapore is staffed 

tronic money transfers, international cash with trained Danish officers working in tandem 

management, investment advice and 24-hour- ^ with qualified local Account officers. 

a-day currency surveillance. Further information about Privatbanken 
Privatbanken is active in all forms of A/S and its services can be obtained from the 

commercial banking. In Singapore we put address or telephone/telex No. below. 

special emphasis on trade financing facilities You are always welcome to ask for one of 

in connection with the rapidly expanding our key Account Managers. 


business between South-East Asia and Scan- 


PRIVATbanken 


The Danish Frontrunner in International Banking 
Privatbanken A/S, 21 Collyer Quay # 18-01, 
Hongkong Bank Building, Singapore 0104, 
Tel.: +2250511. TIx.: RS 29246 privsg. 
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Scania. The name that stands out. 


Within the Scania range there is a truck tailored kind of expertise that has made a Scania what 





precisely to all needs within medium-heavy it is today. Rugged, reliable, fuel-efficient, 
and heavy transport. A truck researched. strong, safe. Remember, when it comes to total 
designed, developed and built to the most economy, one name stands out. Scania. 


exacting standards created by man, com- 
puters and advanced technology. It is this 





SCANIA IMPORTERS Korea Singapore Taiwan 
Saab-Scania Liaison Office Scantruck Engineering Pte Ltd Forefront International Ltd 

Hongkong Room 308. Daekwang Bldg 26 Tuas Avenue 8 8th FI. Formosa Plastics Bldg 
Swedish Motors Ltd 7—15, Nonhyun-Dong Singapore 2263 201 Tung Hwa N Road 
19 Wong Chuk Hang Road Kangnam-Ku, Seoul Taipei 
Aberdeen 

Malaysia Saab-Scania, Scania Division Australia 
Indonesia Scandinavian Motors Sdn Bhd South East Asia Regional Office Saab-Scania Australia Pty Ltd 
PT Harapan Mandiri Utama No. 5 Lorong SS 13/3C 354 Orchard Road, 08-03 Shaw House 34 Glenbarry Road 
Jalan Pangeran Jayakarta No. 32D—E Subang Industrial Estate Singapore 0923 Campbellfield. Vic. 3061 


Jakarta Pusat Subang Jaya, Selangor 


ö— —— — — — — — — — —— ————— & 
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Write to your local importer or mail this coupon to 
Saab-Scania, Scania Division 
S-151 87 Södertälje, Sweden 


bw Zealand Please send further information about the Scania 

andinavian Motors Ltd range of commercial vehicles to: All the signs lead t 
O. Box 6240 

ckland Name: 








Address: — — Saab-Scania, Scania Divisi 
Södertälje, Sweden 
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© NOVO INDUSTRI A/S 


Many of our natural resources are 
dangerously limited. But they can be virtually 
infinite... it depends upon how they're used 
and conserved. The efficient usage of stored 
solar energy in various forms of biomass is 
clearly the key to an abundant future. 

At Novo, we believe industrial biotech- 
nology will play a decisive role in the conversion 
of renewable resources into food, energy and 
vital chemicals. Through 55 years of research, 
we've developed a practical biotechnology based 
on insights into nature’s own practical methods. 
Today, our commitment to practical bio- 


NOVO INDUSTRI A/S - Enzymes Division + DK-2880 Bagsvaerd, Denmark + Tel. +45 2 98 23 33 
NOVO INDUSTRI LTD - Sakura Building - 3-3, Uchikanda, 1-Chome : Chivoda-Ku 
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technology is continued by the work of over 
4,000 employees in 20 countries. 

Ultimately, we hope our technology will be 
used to expand food production, control 
pollution, increase energy sources and improve 
human health standards. In this way, we can 
help re-establish the lost harmony between 
man, his society and the natural environment. 


NOVO 


Worldwide leader in industrial enzymology. 


Telex 37173 


Tel. (03)295-6767 - Telex 25947 


Tokyo 101 


NOVO INDUSTRI A/S - G.P.O. Box 12480 - 50780 Kuala Lumpur - Malaysia: Tel. (03)2303267/68 Telex 31287 


KANSALLIS 


LEADING COMMERCIAL BANK 
IN FINEAND 


EN M 
"n A NA " 


Kansallis-Osake-Pankki, Finland's leading commercial  subbranches 682. In addition to its own international chain, 
bank, was founded in 1889. Privately owned, total assets — Kansallis-Osake-Pankki has a network of more than 2,000 
over USD 12,000 million (Dec. 31, 1985). Branches and correspondent banks around the world. 


& KANSALLIS BANKING GROUP 


KANSALLIS-OSAKE-PANKKI 


Head office: Aleksanterinkatu 42, P.O.Box 10, Kansallis International Bank S.A., Luxembourg 

SF-00101 Helsinki, Finland Kansallis Overseas Bank Ltd., Nassau 

Telex: 124412 kopi sf. Phone: (+358-0-) 1631. Kansallis International Bank (Asia-Pacific) Ltd., Singapore 

Cables: kansallis. SWIFT: KOPIFIHH Associated Banks: Manufacturers Hanover Banque Nordique, Paris 
Overseas Branches: London, New York, Singapore Representative Offices: 

Subsidiaries: Kansallis Finance Ltd., Helsinki Hong Kong, Moscow, Stockholm, Tokyo 


Nordfinanz-Bank Zurich, Zurich 
THE INTERNATIONAL FINNISH BANK 











n a world of unexpected changes, Finnpap, like 

other paper experts, naturally moves with the 
times. We make it our business to know what the mar- 
ket wants and to supply customers in 125 countries with 
paper. 

Since 1918 we have been solving paper prob- 
lems. Today our skilled worldwide marketing organi- 
zation is your direct link to the land of paper. 

Backed by a modern paper industry and 
advanced technology, Finnpap offers an unsurpassed 
range of grades for every conceivable end use. Distri- 
bution and customer service are fast and effective: 
Finnpap reaches every corner of the world. 


MAKE FINNPAPA PART 
OF YOUR WORLD 





Our contacts in the Far East 


Paper Agencies (Aust) Pty. Ltd. 

231 Burwood Road, HAWTHORN, Victoria 3122. 

Tel. (03) 819 4911, Telex: 32887. 

Branch: Unit 9, Norberry Terrace, 

199 Pacific Highway, NORTH SYDNEY N.S.W. 2060. 
Tel. (02) 957 3177, Telex: 25190 


The Embassy of Finland Commercial Section 
Qijiayuan 7-3-51, BEIJING. Tel. 521503, 523 800, 
Telex: 22294 

Nippon Finnpap Ltd. 

Akasaka Lions Bldg 1-1-2, Moto-Akasaka, Minato-ku, 
TOKYO 107. Tel. (03) 405 4152, Telex: 02427490 


Finnpap Far East (Pte) Ltd. 
10 Collyer Quay, Unit 15-07A Ocean Building, 
SINGAPORE 0104. Tel. 532 6422, Telex: 34889 
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MOBIRA is the name 
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Mobira is one of the world's leading manufacturers of cellular mo- 
bile telephones and FM broadcasting paging systems. For the Eu- 
ropean and North American markets as well as for the Far East 
We supply mobile telephones for practically all available systems 
AMPS in the USA and Canada, TACS in the United Kingdom and 
NMT in Scandinavia, Austria and Malaysia. And the markets are 
rapidly growing all over the world 


Our latest contribution is the portable, compact and lightweight 
cellular radio telephone shown above. Mobira's radio telephones 
are technically the most sophisticated you can find 


Thanks to advanced in-house R & D and close cooperation with 
other Nokia subsidiaries Mobira can supply everything from small 
mobile units to complete cellular systems — for private customers 
as well as public authorities. Call on our proven experience al- 
ready in your earliest planning stages. 
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MOBIRA 


NOKIA MOBILE RADIO 
Mobira is a subsidiary of NOKIA, 
Finland’s largest commercial company. 


For further information please contact 


Mr. Olli Kokkonen, Nokia Corporation Representa 
tive Office, 541 Orchard Road 09-01, Liat Towers 
Singapore 0923 

Tel 7338 922 Telex: S 50160 nokia 


Mr. Eddy Chong,Rank O'Connor's (Malaysia) Sdn Bhd 
Wisma O'Connor. 1 Jalan 219, Petaline lava Selangor 
Mal iVSia 

lel: 566 599 Telex: OCONOR MA 37649 





0, we're not talking about a new magazine, 

but about the attitude of SDS and the rea- 
sons why we have established our own 
representative offices in Singapore and ‘Tokyo. 


The increasing trade relations between 
the Far East, Denmark and the EEC-countries 
open unknown possibilities for a modern bank 
with visions and the professional abilities to 
make them come through. 


The track record of SDS shows that we 
have both, and we’re looking forward to help 
your visions become solid business too. 


SDS is Denmark’s largest bank in terms of 
branch offices totalling 370. And our interna- 
tional engagement follows the same pattern: 
We shall be able to provide our services 
wherever they are needed. 


SDS has a wholly owned subsidiary in 
London, London Interstate Bank Ltd., and 
with more than 1500 correspondent banks all 
over the world, we're able to do business. 


For further information please contact us 
at any of the adresses below. 





SPAREKASSEN SDS 


Denmark. Head Office: 
8 Kongens Nytorv, DK-1050 Copenhagen K. Telephone: «45-113 13 39. 
Telex: 15745 sdsfd dk. Fax: «45-1111 63 72. Cables: sdssaving. SWIFT-Address: sdsf dk kk. 
United Kingdom. Subsidiary Bank: 
London Interstate Bank Ltd., 4th floor Bastion House, 140 London Wall, London EC 2Y 5 DN. 
Telephone: +44-1-606 8899. Telex: 884 161 libldn g. Fax: +44-1-600 39 67. 
Singapore. Representative Office: 


] Bonham Street, # 28-02 UOB Building, Raffles Place, Singapore 0104. Telephone: 465-533 25 77. 


Telex: 29001 cesdsi rs. Fax: 65-532 75 83. 
Japan. Representative Office: 
Uchisaiwaicho Osaka Building, # 703, 3-3 Uchisaiwaicho l-chome, Chiyoda-ku, Tokyo 100. 
Telephone: +81-3-501 8649. Telex: J 33326 sdszbkty. Fax: +81-3-592 0874 





WWF / Kojo Tanaka: BCL 


The 
Giant Panda 


needs your help 


to survive 


ONE every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that's just one of the problems facing the 
Panda. 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about- US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF’s worldwide 
conservation efforts to save life on earth. 


But WWF needs money - your money. 
Please send contributions to the WW'F 
National Organisation in your country or direct to: 
WWE International, 1196 Gland, 
Switzerland. 
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WWF WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Review 
Advertisement prepared as a public service by Ogilvy & Mather 
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Dairying in China; electronics assembly in Taiwan: low Nordic profile. 


food, and the ASEA group, which spe- 
cialises in railway and energy genera- 
tion and transmission equipment. 
ASEA has supplied some equipment to 
the Pusan subway. Volvo and Saab- 
Scania, the two vehicles majors, have 
recently been in negotiations over 
possible local assembly of articulated 
buses and trucks. Around 280 Swedes 
currently reside in South Korea, 
roughly a third of whom are linked to 
Ericsson. 

Over the past four years, Denmark 
has had an unusual relationship with the 
farmers of North Cholla province. 
Danish agricultural cooperatives, which 
are known worldwide for their efficient 
and successful management at home, 
have formed a joint venture (with some 
Danish Government input) with local 
farmers called the Korea Danish Dairy 
Cooperative, which acts as a central 
body for dairy farmers in the region to 
organise, process and market their milk 
independently of the big food com- 
panies. In Seoul, the new Seoul Dairy 
Corp. dairy was bought on a turnkey 
basis from a Danish company. 

There are 16 registered offices of 
Danish companies in South Korea. In 
addition to shipbuilding and dairy con- 
cerns, the famous toy producer, Lego, 
recently started up a joint-venture pro- 
duction plant in Anyang, just south of 
the capital. Bilateral trade with Den- 
mark is roughly in balance, totalling 
some US$200 million a year. 

— Paul Ensor 





CHINA 


candinavian businessmen have 

found that despite their countries’ 
long friendships with China (with more 
than 30 years’ diplomatic relations), 
they are no better off than Peking's 
newer friends when it comes to com- 
mercial negotiations with the Chinese. 
What does help, however, is govern- 
ments' provision of soft loans to China. 
So far, only Denmark and Sweden have 





extended such assistance, leaving Nor- 
wegian and Finnish machinery- and 
paper-industry salesmen facing stiff 
competition not only from their neigh- 
bours but also from the Japanese and 
West Europeans. 

The Danish Government's US$57.7 
million loans outstanding is part of a 
US$90.1 million package which in- 
cludes export credits and grants ex- 
tended since 1981. However, of the 25 
projects for which the funds were in- 
tended, only seven have started ope- 
ration. These are mostly in food-pro- 
cessing and the dairy sector, though a 
cement plant in Hubei province (for 
which the Danish Government will pro- 
vide US$4.9 million), is under negotia- 
tion. 

In 1985, Sweden extended US$37 
million in loans (bearing interest at as 


NORDIC-CHINA TRADE, 1985 


Nordicexports | 118 ]| mo ][ 996 ]| 219 | 
Nordicimports | 106 || 42 || 180 || 96 


*Jan.-Nov. 1985. 





little as 0.6% , depending on repayment 
period). to Ai i China to import 
Swedish machinery and technology for 
13 projects in telecommunications, 
food-processing, paper-processing and 
hydroelectricity generating sets in 
Yunnan. 

Businessmen from the four Nordic 
countries are not pessimistic about 
prospects during the current two- 
year, state-ordered economic slow- 
down. They are not selling consumer 
goods but equipment which the coun- 
try needs to modernise its industrial 
structure. All four countries sell a lot 
of wood pulp and chemical fertiliser 
to China. After that, however, each 
has its special area: the Finns, mining 
technology; the Norwegians, oil pros- 
pecting and shipping; the Danes, dairy 
industries, and the Swedes, telecom- 
munications. 

So far, however, there have been few 





joint ventures involving Scandinavian ^ 
busjnesses. The Swedes lead the field ^ 
with four; the Danes say a few are being 
discussed. The Norwegians and Finns 
say they are not interested in starting 
joint ventures with the Chinese “be- 
cause we don't really know the coun- 
try.” — Mary Lee 





TAIWAN 


md 
qun foreign trade and inter- 

national ties being strongly oriented 
towards the US and Japan, Europe as a 
whole plays, at best, a secondary role. 
The Nordic countries maintain an even 
lower profile. 

None of the four Nordic countries has 
diplomatic relations with Taipei. Trade 
representatives and 
businessmen say 
that until recently, 
their home govern- 
ments feared that 
extensive ties with 
Taiwan might in- 
terfere with efforts 
to establish beach- 
heads in the huge Chinese market. 

In recent years, however, the rapid 
growth of Taiwan's foreign trade — 
which amounted to US$50.8 billion in 
1985 — along with the spectacle of the 
US and European countries maintain- 
ing thriving business links with Chinese 
on both sides of the Taiwan Straits, has 
made them sit up and take notice. Thus, 
both Sweden and Denmark established 
trade offices in Taipei in 1983, to match 
the offices they had allowed Taiwan to 
set up in Stockholm and Copenhagen 
the previous year. 

Total trade between Taiwan and the 
Nordic countries still amounted to less 
than US$500 million in 1985, with a 
healthy surplus on the Scandinavian 
side. Swedish companies have moved 
most aggressively to penetrate the 
Taiwan market. Tetra Pak, the packag- 
ing company, made the first Swedish 
production investment in Taiwan in 
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Hongkong textiles factory; Mala ysian palm-oil harvest: me drive. 








1985 when it began construction — to be 
finished by the end of this year — of a 
large packaging factory. Other com- 
panies have established a market for a 
variety of advanced industrial and con- 
sumer goods, including power-trans- 
mission — and locomotives 
(ASEA Gadelius), vehicles (Volvo and 
Saab), vacuum cleaners (Electrolux) 
and air-operated mining tools (Atlas 
Copco). Two-way trade in 1985 
amounted to US$227 million, with Swe- 
den enjoying a comfortable US$21 mil- 
lion surplus. 

Denmark ranked second among the 
four nations in its trade with Taiwan, 
with a two-way total of US$112 million 
last year. Industrial goods, such as chest 
freezers, led Danish exports. For its 
part, Taiwan shipped low-priced electri- 
cal machinery and parts, plastics and 
rubber products to ‘the Nordic coun- 
tries. Norway and Finland had US$92 
million and US$33 million, respec- 
tively, in two-way trade with Taiwan in 
1985. 

Cultural ties, however, are very li- 
mited. Although no one seems to have 
an accurate count, there are probably 
fewer than 100 citizens of the Nordic 
countries living in Taiwan; and tourism, 
in both directions, is negligible. 

— Carl Goldstein 





HONGKONG 





R; ations between Hongkong and 
the Nordic countries have improved 
by leaps and bounds in the past few 
years, mainly because of Scandinavia's 
desire to use Hongkong as a gateway to 
China. In 1982, there were only 30-odd 
Swedish companies in Hongkong. Now 
there are some 80. A Swedish diplomat 
said about half of his country's trade 
with China is generated in Hongkong. 
Denmark, whose imports from Hong- 
tU in 1985 totalled HK$606.3 million 

USE77.7 million), regards the territory 
N one of its most important trading 
partners in the Far East. 





Hongkong's domestic exports to the 
Nordic countries deciiited in 1985, 
partly owing to the relative strength of 
the Hongkong dollar. Of the four Nor- 
dic countries, Sweden is Hongkong's 
largest trading partner. At the end of 
1985, it was Hongkong's 12th export 
market, though it ranked 23rd in overall 
trade. 

Hongkong's major exports to the 
Nordic countries are clothing, tovs, 
games, clocks and watches. Main im- 
ports from these countries are raw 
furskins, meat and dairy products, 
machinery, transport equipment, paper 
and paperboard. 


1985 also saw phenomenal growth in 


re-exports. Major items, again, were 
clothing, travel goods and shopping 
bags, wood, toys, sporting goods 
pearls, precious stones, textile yarns 
and footwear. 

In spite of a slight increase in total 
trade with Sweden, Hongkong's domes- 
tic exports to Sweden in 1985 showed a 
5% decline to HK$1.41 billion. Cloth- 
ing continued to be the top import, con- 
stituting more than 60% of all domestic 
exports from the territory. The per- 
formance of household equipment, 
printed circuits and mounted integrated 
circuits also was impressive. 

Hongkong’s domestic exports to 
Norway also declined by 5% in 1985 to 
HK$493.95 million. The Trade Deve- 
lopment Council said this was the first 
decline since 1978 and was mainly due 
to decreases in clothing, travel goods, 
clocks and watches. Hongkong’s 
domestic exports to Finland also suf- 
fered: they were down 6% in 1985, to 
HK$283.62 million. Among major ex- 
ports to Finland, only textiles showed 
impressive growth. 

But the biggest domestic-exports de- 
cline was to Denmark: they fell a hefty 
1175 in 1985, to HK$517.81 million, 
though total trade went up by 5%. The 
export deterioration was across the 
board, while imports from Denmark of 
chemical products, dyeing and colour- 
ing materials and cereals all increased 
significantly. — Emily Lau 
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alaysian ties with the Nordic coun- 

tries have centred around trade - 
with the greatest activity recorded with 
Denmark and the least with Finland, In 
all cases, the balance of trade is in Ma- 
laysia’s favour, though both Denmark 
and Norway have shown strong signs of 
catching up in the past two years. Dip- 
lomatic relations are cordial, save for 
Malaysia s and Norway's differing 
stands on the Antarctica issue. Cultural 
ties, however, are minimal. 

Danish activities in Malaysia are 
probably the longest-established, with 
previously Danish-owned United Plant- 
ations, one of Malaysia’s largest plant- 
ations groups, changing hands only in 
1982. Denmark maintains oil-palm re- 
fineries to receive semi-processed 
palm oil from Malaysia. Major Danish 
companies active in Malaysia are 
the Carlsberg breweries, Dumex 
baby foods and Nedlloyd EAC ship- 
ping. 

Dairy products and other foodstuffs 
make up nearly half of total Danish ex- 
ports to Malaysia, the rest comprising 
food-processing and transport equip- 
ment. Recent cultural events included 
Danish painting and industrial-design 
exhibitions, and the two countries have 
had regular sports-exchange program- 
mes in football and badminton. Some 
2,000 Danish tourists visited Malay- 
sia between January and March this 
year. 

Much of Norway’s activities centre 
on supplying Malaysia’s energy needs 
— training for offshore drilling as well 
as supplying equipment for oil and 
hydro-electric projects. Norwegian 
companies also produce paint, cane fur- 
niture and rubber boots in Malaysia. 
Bilateral trade is on the rise, with Ma- 
laysia exporting mainly rubber, palm oil 
and timber and importing paper and 
pulp, metals and transport equipment. 
Norway also sold two ships to Malaysia 
in 1984. 
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Container handling in Singapore (ey and Jakarta: balances favour Scandina via. 





Sweden mainly sells engineering 
products to Malaysia, with semi-man- 
ufactured goods and food coming a far 
second ed third. Swedish imports are 
almost equally divided between en- 
gineering products, raw materials and 
manufactured goods. Companies in 
Malaysia with Swedish interests manu- 
facture drilling equipment, cables, elec- 
trical goods, matches and commercial 
explosives. Swedish Motor Assemblies 
was the first vehicles-assembly plant in 
Malaysia. 

Finland was the last of the four to 
open à full embassy in Kuala Lumpur 
and its ambassador is still accredited 
from Jakarta. Bilateral trade is some- 
what sluggish, with activity centring 
around telecommunications and con- 
struction supplies. Industrial and tech- 


nical cooperation take the form of 
training programmes and feasibility 


studies. 

All four countries reported a marked 
rise in the exchange of ministers and 
ranking officials since Malaysian Prime 
Minister Datuk Seri Mahathir 
Mohamad's trade tour to Scandinavia in 
April 1985. — Suhaini Aznam 
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SINGAPORE 





hile cultural ties between Singa- 

pore and the Nordic countries re- 
main light, focusing in the case of Swe- 
den, for instance, on exchanges within 
musical and academic circles, more than 
40,000 Scandinavian tourists visited 
Singapore in 1984. 

rade between Sweden and Singa- 
pore is clearly in Sweden's favour — at 
SKr 1.25 billion (US$168.3 million)- 
worth of Swedish exports to Singapore, 
compared with only SKr 388 million- 
worth of traffic the other way in 
January-November 1985. Sweden sells 
ships, paper and pulp, transport equip- 
ment, defence materials, factory 
machinery and canned foods (specifi- 
cally frozen pork) to Singapore. Its 
main imports from Singapore comprise 
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electronics goods and — in ship- 
ping and warehousing. 

More than 150 Swedish companies 
now operate in Singapore, a leap from 
just 25 in 1975. Fifty of these are mem- 
bers of the Swedish Business Associa- 
tion of Singapore, founded in 1982 
Prominent Swedish industries in Singa- 
pore include Volvo, Tetra Pak, SKF 
(ball bearings) and ASEA, which deals 
in electric transmissions and which is 
currently involved in a robotics joint 
venture with Singapore. 

Norwegian ships docked tn the coun- 
try even while Singapore was a British 
colony, but active trade only surged in 
the 1970s. The balance of trade is in 
Norway's favour — at NKr 938 million 
(US$128.7 million)-worth of Norwe- 
gian exports to Singapore against NKr 
164 million in imports in 1985 — with 
Norway exporting shipping equipment, 
paper ànd pulp, chemicals, canned 
foods (including salmon and trout) and 
industrial machinery to Singapore. In 
return, Norway buys general con- 
sumer goods, clothing, wood and cork 
items and industrial and electronics 
goods. 

Phere are 55 Norwegian companies 
in Singapore, the prominent ones man- 
ufacturing fishing tackle, telecommunt- 
cations 
equipment, adhesives and marine coat- 
ings. Several shipping companies and 
banks with Norwegian interests also 
operate in Singapore. — Suhaini Aznam 
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Noves and Danish sailors prob- 
ably made the first Scandinavian 
contacts with Indonesia. Certainly, be- 
fore 1910, Denmark’s East Asiatic Co. 
(EAC), established to do business with 


Thailand. made connections with 
Sumatra and Java. 
However, to this day, relations be- 


tween the Scandinavians and the In- 
donesians have not been especially 
strong. Trade volume is small and is in 


and military-communications | 














favour of the European countries. Fin- 


lands Ambassador for Indonesia, 
Singapore and Malaysia resides in 
Jakarta in recognition of Indonesia’s 
size and its leadership of the non- 
aligned movement. However, neither 
Finland nor the other Nordic nations 
have developed particularly extensive 
economic ties with Indonesia. 

Through EAC, Denmark has shares 
in the Vespa motor-scooter and Olivetti 
typewriter plants in Indonesia, both of 
which are very successful. Recently, 
Carlsberg beer, another product hand- 
led by EAC, made a major plunge into 
Indonesia’s competitive beer market — 
and took away a good chunk of busi- 
ness from the start from established 
brands. 

The Danish shipping group, Maersk 
Lines, followed EAC into Asia, becom- 
ing Singapore's biggest container ser- 
vice and one of Indonesia’s biggest. 

lhe four Nordic countries have been 
most successful in areas of traditional 
experience — forestry and hydro-elec- 
tric power. ASEA of Sweden is taking a 
major role in the Mrica dam project in 
Indonesia. Maritime services, too, have 
been open for the Scandinavians, espe- 
cially Norway. Offshore-oil-oriented. 
services, led by marine inspection and 


; 
classification bureau Det Norske Ver- 


itas, are a Significant part of Indonesia’s 
oil- -exploration industry, 
But new areas are being opened 
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Thai DC10: SAS was a partner. 
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up. One example is Sweden's Alfa-Laval, 
which began recently to build food- 
handling equipment — such as sterilis- 
ers and pressure vessels — in Jakarta. 
The company looks to sell not only to 
the domestic market (which it regards as 
large and promising), but to other coun- 
tries as well. 





THAILAND 
DECIES o cm EP eet 
hailand's relations with the Scandi- 
navian nations go back to the forging 

of informal trade links with Denmark 
350 years ago, at a time when the 


Danish merchant fleet had established | 
enclaves in India and was looking | 


further afield for new markets. The first 
formal treaty of friendship, commerce 


and navigation was signed in 1858 and a | 


Danish consulate was opened in 
Bangkok two years later. A Danish ad- 
miral laid the groundwork for the mod- 
ern Thai navy between 1876 and the 
turn of the century, and another Dane 
became Thailand’s first provincial 
police chief in 1897. 

The Scandinavian connection has 
endured in good part because of the re- 
lationships between the Thai and the 


— A Correspondent | 








Swedish, Danish and Norwegian royal | 


households; King Chulalongkorn 
toured Sweden and Denmark in 1897 
and returned for another visit in 1907, 
this time including Norway in his itiner- 
ary. In 1960, King Bhumibol and Queen 
Sirikit stayed in“all three Scandinavian 
countries as part of a European tour. 
Two years later, the Thai couple hosted 
King Frederik IX of Denmark and in 
1965 Norwegian King Olav V visited 
Thailand. In the period since, Swedish 
King Carl Gustaf XVII has twice made 
private trips to Bangkok and the 
most recent royal visitor has been 
Queen Margarethe II, who called in 
1982. 

The flagship of the Danish presence 
in Thailand is the East Asiatic Co., 
which has been involved in trading, 


| shipping and manufacturing for more 





B4 


| 
| 


than 100 years. Other established com- 
panies cover the fields of construction, 
pharmaceuticals and consultancy work, 
while Scandinavian Airlines System 
helped form the country’s national flag 
carrier, Thai Airways International, in 
1959 and held 30% equity in the com- 
pany until 1977. 

Danish exports to Thailand, built 
around machinery, milk powder and 
medicines, ran to US$50.6 million in 
1985, compared with Thai exports of 
preserved fish, fruit, garments, leather 
goods and wooden articles worth 
US$44.8 million. 

Sweden has figured prominently in 
transfer of technology, particularly 
through the giant Ericsson telephone 
group, which installed Bangkok’s first 
manual battery exchange in 1886 and 
which, a century later, is playing a 
major role in the modernisation of the 
country’s telecommunications system. 
With its traditional exports of pulp and 
paper, Sweden has generally enjoyed an 
almost two-to-one trade advantage — 
roughly US$60 million to US$35 million 
— but diplomats expect the gap to nar- 
row appreciably through future in- 
creases in the import of manufactured 
goods and food products. 

Norway has had diplomatic relations 
with Thailand since 1905, when it broke 
from its union with Sweden. Exports to 
Thailand last year, mostly of fertiliser 
and newsprint, amounted to US$45 
million, compared with imports from 
Thailand valued at only US$IS mil- 
lion. 

Thailand's links with Finland go 
back to 1921, but this year will mark the 
first time Helsinki has based an ambas- 
sador at its Bangkok embassy. Exports 
of machinery, paper and pulp and fer- 
tiliser to Thailand last year amounted to 
a modest US$12.2 million, compared 
with imports of canned fruits, marine 
products, textiles and cut flowers valued 
at US$13.6 million. 

The total value of trade between 
Thailand and the Nordic countries cur- 
rently is about US$250 million. 

— John McBeth 









PHILIPPINES 
EIN Lis x ee ee 


T4 Philippines' continuing need to 
diversify its trade profile and its 
sources of technology and development 
funds is furthering its relations with the 
Nordic countries. Traditionally, the US 
and Japan have accounted for about 
60% of the Philippines’ foreign trade, 
while investors from these two countries 
also dominate foreign equity flows into 
Manila. 

In the 1970s, following the opening 
of the Philippine economy to foreign 
capital and the diversification of its 
trade (it was at that time when direct 
trade with socialist and communist 
countries was started), economic and 
political relations with such countries as 
the Nordic group expanded. Sweden, 
for instance, posted a resident ambas- 
sador to Manila only in July 1979. In 
1980, the Philippine trade and industry 
minister at the time, Luis Villafuerte, 
visited Denmark to explore possible 
growth areas for trade and investment 
in the Philippines. 

In the five years to 1984, Swedish ex- 
ports to the Philippines grew 188% to 
nearly US$130 million; its imports from 
the Philippines expanded 77% to some 
USS$38 million. Philippine exports to 
Sweden — and to the other Nordic 
countries — consist mainly of agricul- 
tural produce, while its imports are 
mainly of capital goods, including ships 
from Norway. 

The Central Bank of the Philippines 
reports that, as at end-1984, total invest- 
ments from three Nordic countries — 
Sweden, Denmark and Norway — 
amounted to US$43.87 million, com- 
prising 1.61% of total foreign equity in 
the country. Sweden accounted for 
US$27.18 million, while Denmark had 
US$15.97 million. 

The oldest Swedish investment in the 
Philippines is Philippine Match Co., 
which is owned by Swedish Match. The 
Philippine entity was actually started by 
two Swiss entrepreneurs in 1905, but the 
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operation was taken over by the Swedish 
group in the 19305. 

The Swedish appliance maker, Elec- 
trolux, is vigorously expanding its 
Philippine market. Putting up competi- 
tion against a number of established 


_ American and Japanese groups, Elec- 


trolux Marketing Inc. increased its re- 
venues from P 84.6 million (US$4.2 mil- 
lion) in 1983 to P 183.13 million in 1984: 
the company had started operations 
only in 1980. Electrolux has also begun 
local production of household electrical 
appliances, exporting some recently. 
The Philippine branch of the 
Swedish drug manufacturer, Astra, re- 
corded sales of P 101.62 million in 1984, 
making it one of the 10 largest pharma- 
ceuticals concerns in the country. Nitro 
Nobel's Philippine operations grossed 
P359.27 million in 1984, making it the 
Philippines’ 180th largest in revenues. 
Also active in the Philippines are 
ASEA, SKF, Sandvik and Tetra Pak 
The most prominent Norwegian in 
terest in the Philippines is A/S Kristian 
Jebsens Redeir's 12% equity participa- 


tion in sea-transport operator Botelho | 


Bulk Transport Corp. The company 


m owns a fleet of bulk carriers with a com- 


! Meanwhile, The East Asiatic Co. of 





bined capacity of more than 20,000 dwt. 


Denmark has interests in two Philippine 

firms — 30% in a trading company and 

40% in a wood-products manufacturer. 
— Jose Galang 





- * estat META ON 


AUSTRALIA 


EENENEANMGACXLU ITA S = 
he Nordic countries were represent- 
ed in the first shiploads of Euro- 

eans in Australia. Swedish botanist 

aniel Solander arrived with Capt. 
James Cook in Botany Bay in 1770. A 
Dane, Jorgen Jorgensen, was an officer 
on the British ship that explored the 
coast of Victoria and Tasmania; later 
known for his three-week period as 
“King” of Iceland, after a coup against 
the Danish Governor, Jorgensen even- 
tually returned to Tasmania — in con- 
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vict chains — and became known as the 
Viking of Van Diemen’s Land. In the 
l9th century, grain clippers raced out 
trom Finland to collect Australian 
wheat; and Henry Lawson, son of a 
Norwegian immigrant named Larsen, 
became Australia’s best-loved poet. 

A steady stream of immigrants set 


Hunter Valley coal mine, New South Wales; New Zealand Prime Minister Lange: the benefits of tradition. 


| 
| 


ingly of energy items such as coal and 
uranium, on top of the longstanding 


| Staples of minerals and metals, wool and 





food. This is narrowing a pronounced 
trade gap in favour of the Nordic coun- 
tries. In invisible trade, Nordic shipping 
lines and banks are active in Australia, 
but this flow started to reverse with a re- 


up as miners, farmers, makers of | cent project loan from Australian mer- 


NORDIC-AUSTRALIA 


dairy products and 
brewers — though 
they were always 


greatly outnumbered 
by other migrant 
groups. A Dane 
founded the Colonial 
Sugar Refining Co., 
now a blue-chip giant. 


(A$ million) 





st Nordic coun- 
Mi t Nordic ul | Finland 
tries had consulates 
in Sydney or Mel- || Norway 
bourne at the turn 


of the century. And 
the Swedish Chamber 
of Commerce in Syd- 
ney celebrates its 75th anniversary this 
vear. 

Ihe Nordic countries now have an 





TRADE 
(Year to June 1985) 





Nordic 
exports 





image of smallish nations that manage | 


to run high-technology industries and 
generous social-welfare schemes. Swe- 
den, in particular, is often advanced as 
an alternative model for Australia, both 
for these economic attributes and its 
armed neutrality policy. The essential 
underpinning of the Swedish export- 
based system — geographic and cultural 
proximity to the large European market 

makes its applicability highly debata- 
ble; and conservatives are quick to point 
out Sweden’s high tax burdens. 

The four countries sell high-quality 
telecommunications equipment, rail- 
way locomotives, mining machinery, in- 
struments, paper and pulp, furniture 
and dairy and fish products (Norway's 





King Oscar tinned sardines rank with | 


Vegemite as a traditional sandwich fill- 
ing). Young, upwardly mobile couples 
in Australia drive Volvo cars (5,500 a 
year sold) and furnish their homes from 
Ikea stores. 


Australian exports consist increas- | 


chant bank, Partner- 
ship Pacific Ltd, to 
Norway's Saga Petro- 
leum. 

Sweden has long 
tried to expand its 
arms sales to Austra- 
lia. Royal Australian 
Navy (RAN) ships 
and Royal Australian 
Airforce aircraft use 
Bofors cannons, 
though attempts by 
Stockholm to prevent 
their use in the Viet- 
nam War raised 
doubts about the reliability of Swedish 
back-up both in Australia and in other 
markets such as Singapore. Sweden 
missed out selling light tanks and Vig- 
gen fighters in recent re-equipment 
deals, but its Kockums shipyard is one 
of two finalists in tenders for six new 
diesel-electric submarines for the RAN, 
a contract worth some A$2.6 billion 
(US$1.9 billion). — Hamish McDonald 


Nordic 
imports 
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NEW ZEALAND 


: 27.57 ane er) 

N ew Zealand's links with Scandinavia 
are of a more intangible than tangi- 

ble nature — but commercial and trade 
links are growing as common interests 
are found. The intangible links centre 
on the fact that both are European; are 
small in population, and relatively iso- 
lated and so share the need to find 
niches in world markets. Nordic coun- 
tries and New Zealand also share some 
j:olitical approaches, in the forms of 
highly developed welfare states and 
style of social democracy and in an 











New Delhi offices; child forestry workers: 


anti-militaristic stance in world poli- 
tics. 

New Zealand Prime Minister David 
Lange was nominated for the Nobel 
Peace Prize last year by a Swedish 
group, for his country’s stand against 
visits by nuclear ships to New Zealand. 
Political scientists and labour-relations 
experts here closely study Scandinavian 
models. Politically and culturally, there 
is a cordiality in relations, though it 
would be exaggerating to call it real 
closeness. 

The Scandinavian presence in New 
Zealand is small. Several thousand 
Danes, Swedes and Norwegians came 
to clear forests in the late 19th century 
and there are small settlements of their 
descendants and some clubs and socie- 
ties to mark their presence. 

But there are few speakers of the 
mother tongues and most of them have 
been absorbed into the European popu- 
lation of predominantly British descent. 
Several hundred Finns came to New 
Zealand in the 1950s and 1960s to help 
establish the pulp-and-paper industry. 
Their descendants, too, have been 
largely absorbed into broader New Zea- 
land society. Only Sweden has a full em- 
bassy in New Zealand; Denmark has a 
resident trade commissioner and the 
other two nations, honorary consuls. 

Trade is limited, accounting for only 
2% of New Zealand’s imports and 0.4% 
of its exports — though the latter figure 
is probably understated because a consi- 
derable amount of New Zealand ex- 
ports that end up in Scandinavia goes 
through other countries and is regis- 
tered in New.Zealand statistics as ex- 
ports to those countries. 

Sweden has the largest presence in 
New Zealand through such household 
names as ASEA (electrical products), 
Alfa-Laval (dairy and food-processing 
equipment), Electrolux (vacuum clean- 
ers), Sandvik (trucks and buses), 
Ericsson — (telecommunications 


though not as a principal supplier) and 
SKF (ball bearings). Some firms manu- 
facture in New Zealand and even export 
to third countries. 





~ 


ordic aid covers a broad spectrum. 


Denmark is next in presence, 
exploiting its similar size and 
background as an agricultural country 
(which is cause for some difference of 
opinion over New Zealand access to the 

EC for its butter and cheese). Most of 
its exports are in food-processing equip- 
ment, but opportunities are seen for 
joint ventures, using New Zealand as a 

ase for supplying Asia. “We under- 
stand each other very well,” said Trade 
Commissioner Niels Jaegersborg. 

New Zealand exports are essentially 
in food, particularly fruit in the North- 
ern winter. Scope for expansion is li- 
mited. That is reflected in New Zea- 
land’s foreign-policy approach to the 
Nordic countries: it does not treat Scan- 
dinavia as a speciai entity, but rather as 
part of outer Europe into which greater 
diplomatic and trade effort is now 
going. — Colin James 


INDIA 


| ndia's relations with the Nordic coun- 
tries have always been good; it has no 
outstanding problems or issues with 
them. But it is not the mere absence of 
propone that has fostered a growing 

ordic presence in India. There are 
positive factors contributing to it — the 
political stability and high growth levels 
these countries have attained, their di- 
versification and search for a broader 
base for their research and development 
a vast market such as India's can pro- 
vide. 

Take Norway, whose technological 
presence was once limited practically to 
electric smelting and trawler fishing. 
Traditional cooperation in industry 
continues, but new areas are opening 
up. For instance, Norway thinks its par- 
ticipation in deep-sea drilling for oil in 
the Godavari Basin, for which India 
lacks the knowhow, would expand its 
own R and D base. Similarly, Norway, 
while helping the National fnstitute of 
Oceanography, is keen on participation 
in India's sea-bed mining programme, 





to develop new technology in the pro- 
cess. 

The cliched image of Swedish aid to 
India is that it was limited to pushing for 

opulation-contro! measures. Not only 
is this not true, but Swedish develop: 
ment aid goes to almost anything bu; 
family planning. Forestry, health and 
water supply and women's welfare are 
some of the areas. Sweden has a pre- 
sence in India's metallurgy and energy 
sectors. There is transfer of Swedish 
technology in energy-related equip- 
ment, metallurgical processes, printing 
machinery, agricultural explosives and 
chemicals. 

Danish development aid is mainly 
for water supply, agriculture, cattle 
breeding, fisheries, forestry, education, 
health and social infrastructure; while 
technology transfer is mainly in in- 
strumentation, optical-fibre cables, ce- 
ment and fertiliser. 

Finland does not extend develop- 
ment aid. Its main participation is in 
mining and metallurgy — specifically, 
copper and zinc. Besides smelting tech- 
nology and smelter products, Finland is 
transferring technology in fertilisers and 
related fields. 

India's new package of liberalise 
economic policies encourages joint ven- 
tures with foreign equity participation, 
especially where transfer of techno- 
logy is involved. This has heightened 
interest in India among the Nordic 
countries. 

However, trade between these coun- 
tries and India is at a low level. India ex- 

rts mostly traditional items while its 
imports are largely a function of tied 
aid. — Mohan Ram 





BANGLADESH 


ordic countries, notably Norway, 
Sweden and Denmark,.have been 
active in Bangladesh since its 
emergence as an independent country 
nearly 14 years ago, providing quite 
generous economic assistance and 
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maintaining aid-oriented missions in 

Dhaka. 

Although Norway, decidedly thc 
largest donor among the three — pro- 

Boss about US$28 million annually 

wer the past three years — does 
not have a resident ambassador in 
Dhaka, the Norad chief acts as charge 
d'affaires; the other two have sta- 
tioned ambassadors. Finland is repre- 
sented by an honorary consul general, 
and its New Delhi-based ambassador 
makes a couple of trips to Dhaka each 
year. 

Norway has provided assistance to 
| various sectors, such as inland water 
| transport — vital in à riverine country 
| like Bangladesh — rural development, 

health and population planning and 

community assistance. In 1985, Norway 
signed an agreement to provide railway- 
telecommunications systems in 55 sta- 
tions at a cost of NKr 150 million 

(US$20.58 million). Detailed negotia- 

tions are under way for implementation 

of this project. Sweden and Denmark 
provide similar assistance. 

Finland's assistance to Bangladesh 

as always been quite modest, never ex- 
seeding US$2 million in any one year. 
Currently, Finland is providing assist- 
ance to develop container facilities at 
Chittagong port. Another proposal for 
linking 50 upazila pagas (low-level 
administrative bodies) with Dhaka 
through a direct telephone connection is 
| under active consideration of the gov- 
ernment. 

Unlike major donors, such as the 
|, US and Japan, the Nordic countries’ 
assistance is mainly by way of grants, 
mostly untied and therefore much 
| sought-after. The Nordic countries’ 

willingness to provide the local-cost 

component of certain projects has 
further endeared them to Bangladesh 
planners. 

Trade between Norway and Bangla- 
desh is minimal, suggesting that Oslo 
does not try hard to sell to Bangladesh. 
By comparison, the country’s trade vol- 
ume with Sweden and Denmark is much 
greater: — S. Kamaluddin 
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SRI LANKA 





GG N ot having a colonial tradition, the 

Scandinavian countries are 
among the foremost [in Europe] to es- 
pouse the cause of Third World deve- 
lopment. . . Sri Lanka has been among 
the recipients of Scandinavian generos- 
ity. Sweden, Norway, Finland and Den- 
mark are among Sri Lanka's and the 
Third World's best friends. Their 
generosity over the years has brought a 
change in the life patterns of the rural 
masses of the Third World. We who 
champion the cause of democracy and 
freedom value this development assist- 
ance enormously because it is on econo- 
mic development that human liberty 
and freedom finally depend." 

So said Gamini Dissanayake, Minis- 
ter of Lands and Mahaweli Deve- 
lopment, the man responsible for the 
huge Mahaweli River diversion scheme 
— the massive irrigation, hydropower 
and lands-settlement scheme upon 
which much of Sri Lanka's economic 
future depends — speaking to the 
REVIEW. 

Dissanayake has good reason to be 
grateful to Scandinavia — particularly 
Sweden, which paid for the Kotmale 
hydro-electric project, a major compo- 
nent of Mahaweli. In 1982, the Swedish 
Parliament passed a special bill for SKr 
1.09 billion (US$146.7 million) in grant 
assistance for Kotmale. Stokholm also 
provided a subsidised credit of SKr 234 
million for this project. 

These sums were in addition to the 
SKr 307 million earlier made available 
to the project by way of import-support 
assistance. The Swedish firm, Skanska, 
built the Kotmale dam and handled all 
civil works; another Swedish company, 
ASEA, was responsible for the electro- 
mechanical contracts. Sweden's De- 


fence Minister, Anders Thunborg. was 
in Sri Lanka for the Kotmale inaugura- 
tion in 1985, 

While Kotmale is the biggest and 
most visible aspect of Scandinavia's pre- 
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sence in Sri Lanka, it is not forgotten in 
Colombo that the remarkable successes 
the country has achieved in family plan- 
ning were due to assistance, 25 years 
ago, from Sweden and other Nordic 
countries. An official of the external re- 
sources division of the Finance Ministry 
in Colombo describes aid relations as 
"excellent"; all Norwegian and Finnish 
assistance, for example, is by wav of 
grants. 

The Norwegian Aid Programme, 
which began in 1978 with a grant of NKr 
30.7 million (US$4.2 million), has in- 
creased over the years to NKr 85 million 
in 1986. This helps pay for integrated 
rural-development projects in the hin- 
terland, the rehabilitation of people hit 
by recent ethnic violence, replacement 
of sub-standard housing in plantations 
and many other projects. "They are 
very keen that their aid should reach the 
poorest of the poor," said an offi- 
cial. 

Finland, whose assistance began in 
1980 with Fmk 400,000 (US$76,900), 
has committed Fmk 45 million in grant 
pledges this vear, primarily assisting 
forestry and forest-industries projects. 
Finland has also been helping dairy 
development, water supply and sanita- 
tion and telecommunications. The 
women’s bureau gets an annual Finnish 
grant, and interest has been expressed 
in assisting an integrated rural-develop- 
ment project at Kalutara, south of Co- 
lombo. Finland has also given commod- 
ity assistance to Sri Lanka. 

Denmark has no annual aid pro- 

ramme in Sri Lanka, but chooses pro- 
Jects. Early Danish aid, beginning in 
1968, was mainly by way of loans; but in 
1983 a DKr 80 million (USS9*2 million) 
grant was made for a water-supply and 
sanitation project now going on in the 
districts of Matale and Polonnaruwa in 
central and north-central Sri Lanka. 
This year, Denmark has pledged a grant 
of DKr 70 million for coast-protection 
schemes in the Negombo and Moratuwa 
areas near Colombo, which are suffer- 

ing from acute erosion problems. 
— Manik de Silva 
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artsila, one of Finland s foremost industrial 
companies, has a world-wide reputation for 
excellence in technology, for reliable service, 
and for innovative design. 
We earned our reputation through special- 
isation: the things we do, we do better than anyone. 
One of Wartsila's main areas of 
specialisation is diesel engines. 
We are the world's leading 
makers of medium- 
e speed diesel engines 
AN A x 3 A E y for ships and off- 
e shore rigs, and for 
" generating elec- 
tricity in diesel 
power plants. 
Wartsila recently 
installed South Korea’s 
first gas-fired diesel power plant. 
\' Years of experience and extensive 
emphasis on Research and Development 
have made Wartsila the market leader in « 
other specialised areas, too | 
We are the world's leading builders of 
arctic vessels and luxury cruisers. We are 
Scandinavia s largest makers of sanitary 
products arid systems. We are equally 
expert in paper finishing machines and s$ 
household porcelain. And our security d 
systems, door-closers, locks and key- 3 
cards for hotels, factories and hospitals — 
are recognised as the finest of their kind. 
In fact, specialisation in our chosen 
product areas has brought us to world leader- 
ship in several fields, with overseas sales accounting 
| for about 70% of the group's US$1 billion turnover. 
7l Wartsila is well represented in several Asian 
^ countries. Our activities include manufacturing, joint 
ventures and licensing agreements in Singapore, 

















Wartsila keycard systems 
are the state of the art 
in security. 
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Japan and the Republic of Korea, and significant 
agreements have been concluded in the Pe6ple's 
Republic of China, Japan, India and Indonesia. 

We have the product quality and the technology 
Asia demands. And we have the commitment to form 
long-lasting and mutually beneficial relationships. 

If you would like to know how we can make 
things better for you, contact Wartsila at either of the 
addresses below. 


WARTSILA, DIVERSIFIED SPECIALISTS. 


Regional Office, ASEAN Countries: 

Mr. Raimo Lind, 14, Benoi Crescent 
SINGAPORE 2262 

leban Garden, PO. Box 619, Singapore 9160 
Tel: (065) 265 9122 

Telex: 36636 WARTFE RS 

FAX: (065) 265 0910 


Wartsila Representative Office: 
Mr lipo Kaislaniemi, Shiba Tokio Kaijo Bldg , Rm 613 
2-3-3 Shiba, Minato-ku, TOKYO 105, Japan 
Tel: + 81-3-798 0002 
Telex: 24622 HARADA J (attn. Wartsila), 


— FAX: + 81-3-798 0085 













Wartsila diesel engines 
for marine and 
land-based use 








Charity begins at 
home — and 
gallops overseas 


D» Norway and Sweden are among the tiny 





handful of countries which have exceeded the UN's 

target of 0.7% of gross national product going towards 
official development assistance and Finland is rapidly ap- 
proaching that target. Why are the Nordic nations so gener- 
ous with aid when other, richer nations — notably the US — 
are not? 

Bjorn Olsen, head of the Danish official aid agency, 
Danida, puts it quite simply: “We have a 
conscience. 

Like so many official attitudes in the 
Nordic countries, aid policies were 
shaped by grassroots opinion, according 
to Olsen. “Many years ago,” he said, 
“various youth, church and community 
groups convinced the political parties of 
the validity of this policy." Asa result, he 
said, aid measures get through Nordic 
parliaments "surprisingly easily" even 
though aid is "a heavy burden, adminis- 
tratively as well as financially." 

According to the Yearbook of Nordic 
Statistics 1984, the latest all-Nordic fig- 
ures available, official aid flows from the 
Nordic nations have been increasing à 
rapidly in the past decade, rising from — 
US$1.09 billion in 1976 to US$1.88 bil- 
lion in 1983. Denmark's share of 
the 1983 total was US$394.99 mil- 
lion, Finland's US$153.29 million, 
Iceland's a tiny US$2.73 million, 
Norway's US$583.57 million and 
Sweden's US$753.75 million. 
These proportions are all approxi- 
mately in line with the countries’ 
respective GNPs. 

The majority of the aid goes to 
sub-Saharan Africa. It received 
US$566.45 million in 1983, and has 
received more since then because 
of the famine emergency in the 
Sahara. 

In Asia, Bangladesh 
is a major recipient, with 
US$64.54 million in 1983, 
most of it — US$25.56 
million in grant aid (in- 
cluding technical assist- 
ance) — from Norway. It 
also received US$18.94 
in grant aid and US$1.63 
million in loans and cre- 
dits from Denmark and 
US$17.8 million. from 
Sweden, as well as minor 
amounts from Finland. 

Further east, Vietnam 





Olsen: a conscience. 


NORDIC ASSISTANCE 


Official assistance to developing 
countries as % of GNP 








lion of that was in the form of grant aid from Sweden. Since 


then, Vietnam’s share has declined, but Sweden is still a 
major donor. 

There has been a trend in recent years to move away from 
multilateral to bilateral assistance. According to the Nordic 
Yearbook, Danish aid was in 1983 divided roughly equally 
between multilateral and bilateral. However, according to 
Olsen, the spread last year was about 43% multilateral and 
57% bilateral. 

Finnish aid, according to the Yearbook, is about 40% 
multilateral, the main recipients being the UN Development 
Programme, the International Development Association 
(soft-loans arm of the World Bank), regional development 
banks and the World Food Programme. 

Also in Norway, aid is in principle divided equally be- 
tween bilateral and multilateral assistance. Bilateral aid is 
based on four-year programmes for individual countries, 
mostly concentrating on sectors where the Norwegians have 
expertise, such as agriculture and fishing, health and family 
planning, as well as education, industry, transport and com- 
munications. From 1984, Norwegian aid has been adminis- 
tered by a new Ministry of Development 
Cooperation. Norway is notable also for 
its large private aid flows (often church 
sponsored). 

Sweden, as in so many things, takes 
a slightly different, more radical path 
from its Nordic neighbours. Only about 
30% of its aid goes to the multilateral 
organisations, and of its bilateral aid, 
almost all is devoted to grants, with very 
little tied to “lock-in” purchase agree- 
ments. 

Most Nordic aid goes to the very 
poorest nations, hence the heavy con- 
centration on Africa. But in Asia, Ban- 
gladesh, India, Nepal, Bhutan and Indo- 
china, as well as Afghan refugees, are 
recipients. 

Olsen, formerly Danish ambassador 
to India, said Danida's policy is to 
concentrate on areas Danes know 
— mainly agricultural develop- 
ment such as water supply, dairies 
and rural electrification; boat- 
building, for inland transport in 
Bangladesh, for instance, and new 
forms of energy. Danida is cur- 
rently experimenting with wind- 
mills to provide rural power in 
India. 

Danida's largest aid project in 
Asia is the Noakhali integrated 
rural-development project in Ban- 
gladesh, designed to im- 
prove conditions overall 
in a large area of the 
country. Denmark does 
not give food aid to Ban- 
gladesh — official policy 
decreeing that an inte- 
grated approach is pre- 
ferable. “Rural develop- 
ment must be considered 
a long-term policy while 
food aid has effects in the 
| short run only,” says an 
| official policy document. 
| However, as well as 
being generous, Danish 
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was in 1983 by far the — and the majority of 
biggest recipient, with | | Nordic — aid is also 
a total of US$59.56 mil- = Ue» ww | pragmatic. Besides the 
lion. And US$49.82 mil- | Sri Lankans in Sweden for Kotmale training: generous grants. Lia | tied loans which benefit 


FAR EASTERN ECONOMIC REVIEW e 17 APRIL 1886 


————— — — — — — —— — — — — — 


A 
Maced 


sh E and — 
to rail at their government’s aid policies. One 
puts the amount of untied aid as high as 85%. Thus. 
lish aid buys various materials for Vietnam, for instance, 
textiles to steel reinforcement bars for construction. 
ught on the open market, mostly through Hong- 
and Singapore. 
Us nuts," said the. source. "Why should Swedish busi- 
s not make the most of Swedish aid? But, rather than 
. us, Some liberals want to untie all aid." 
id sources within: the government, however, counter 
Titicism. by saying. that aid is humanitarian and also po- 
|. They point out that making aid purchases on the open 
et "opens à window between Vietnam and the non- 
unist world." i 
Ithough they say that in some cases trade does follow 
Swedish Government aid sources freely admit to a major 
ical dimension in the nation's aid policies. Among aid re- 
nts, for instance, are the so-called frontline southern Af- 
states of Angola, Zimbabwe and Mozambique. And 
only recipient nation in Central America ts leftwing 
agua. 
he political dimension arises again from grassroots de- 


Thus, Indochina became an aid focus as a result of 


lish involvement in the anti- Vietnam War protest move- 

| of the 1970s, particularly from trades-union involve- 
n the protests. 

lut since the exodus of the boat people and the Vietnam- 
ccupation of Cambodia, “people have turned against 


o Vietnam." ASs a result, the allocation has not been in- 
ed. It was in fact cut by a previous conservative govern- 
and is now at about the same level as it was 10 years 


However, government sources stoutly defend the aid pre- 
nce in Vietnam. Swedish aid guidelines lay down that aid 
ould provide for equalisation within the recipient country; 

jould help uphold the recipient country's independence 

Should aid its social development, and it should be tied to 

nocratic development within the recipient country. 

Frue, aid officials blush at the mention of human rights i in 

tnam, but they insist that a Western aid presence "gives 

alternative to reliance on the Soviet bloc and provides a 

ge to the West." In that way, they say. Swedish aid is con- 


ting to the eventual emergence of V ietnam as a truly in- | 


ndent country. — Mike MacLachlan 


on ine other 


ooperation among the Nordic nations. . through the 

.— Nordic Council and Nordic Council of Ministers is an 

w@ object lesson for many international: organisations, 
not feast Asean. While the latter is still struggling with its in- 
dustrial complementarity scheme and with minor reforms in 
customs and trade, the Nordic nations have reached the stage 
at which there is full cooperation on subjects ranging from 
economic policy to women’s rights. 

Citizens can travel freely throughout the Nordic nations 
without passports and work without permits, and social-secu- 
rity benefits such as unemployment pay ments and medical 
services are interchangeable. 


and Swe ps with dependent territories sich a as s Greenland 
sitting as associate members — have, of cou 
iron out their problems than have the A 

The idea of Nordic cooperation was 
ideal among university students at Up 
C openhagen i in the revolutionary 18H nd as long ago as 
1865 the first hard evidence of cooperation occurred with the 
Scandinavian Postal Convention applying domestic postal 
rates to mail throughout Scandinavia. | 

Following that there was a great d 
mostly through trades unions and other organisations — rang- 
ing from journalists to bee- keepers. The first parliamentary 
contacts were made in 1907, but it was not until the early 
1950s that the agreement was signed giving birth to the Nor- 
dic Council and as late as 1972 (Asean was formed in 1967) 
that the Nordic Council of Ministers was given the power 
to make binding agreements (the earlier body could make 
recommendations only). 

Now, say council officials, there are as many as 80- 
90 institutions working under the jurisdiction of the Coun- 
cil of Ministers, and there are numerous committees dis- 
cussing new forms of cooperation — including some form of 


orn as a romantic 
a, Sweden and in 


informal contact, 
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Merchant banking for 
scandinavian investment and 
trade in Asia Pacific 


Group Asia-Pacific Offices: 


Hong Kong 

2006 Hutchison House 
Harcourt Road 

Hong Kong 

Tel: 5-8434666 

Tix: 83484 


Singapore 

No. 50 Raffles Place 
Unit No. 37-04 

Shell Tower 
Singapore 0104 

Tel: 225-0080 

Tix: 23162 


Tokyo 

818 New Yuyraku-cho 
Building 

12-1, Yuraku-cho 
1-chome 

Chiyoda-ku, Tokyo 100 
Tel: 214-5586 

Tix: 0-2223729 


Sydney 

17-19 Bridge Street 
Sydney, NSW 2000 
Tel: 231-1483 

Tix: 74821 


Melboume 


Level 9, 1 Collins Street 
Melbourne, Victoria 3000 
Tel: 654-3111 
Tix: 136135 





te hg. ie = 


— — : 4 : RB. * i amm 
vian “heartland.” But the cooperation goes on neverthe- 
less. 

One thing about Asean which does impress Nordic Coun- 
cil officials is the way in which the grouping has made itself 
appear as one in international forums — something which the 
Nordic Council has also achieved successfully. Sohlman shies 


_ Nordic citizenship, though that seems some way off still. 

And, says Radnar Sohlman, secretary-general of the 

Council of Ministers: “I believe the Nordic model is some- 

— thing for younger countries — such as those of Asean — to 

- look into." Indeed, in his term of office, he has visited East 

— Africa to give advice on regional cooperation there and is 
—soon to visit Peru to do the same. 


The key to the Nordic Council's success, he said in an in- 
Lterview, is that “there was no grand design from the start — it 

- developed over the years." He added: "Governments tend to 
‘think nationally, but wider circles 
[within Scandinavia] have made them 
more interested [in cooperation]," he 
said. 

Ilkka-Christian Borklund, secretary- 
general of the Nordic Council itself — 
the parliamentarians’ body which gave 
birth to the council of ministers — agrees, 
and stresses that it is public pressure 
"which enables the council to work as well 

. as it does. 

"The key to the council's success is 
that when it makes proposals, they are 
binding. And this is no mere formality. 
The governments feel that they have to 

- carry out their obligations under the 
- Nordic Council because the council itself 
originates from them and thus derives its 
power from the voters. 

He explained that the Nordic Council 
consists of 87 MPs from the five Nordic 
nations: seven from Iceland and 20 each 
from Denmark, Finland, Norway and 
Sweden, with some seats among those 
reserved for the autonomous areas of 
Denmark and Finland. 

"Within the council, the national MPs form not only na- 
tional groupings, but, across their borders they form political 
Ene. of Left, centre and Right. So all interests are 
und to get a fair hearing." he said. 

Other sources in the Nordic Council feel that one problem 
in Asean may be that the man in the street feels it has been 
imposed from above and there is little grassroots support for 
the ideal — while such public support ts immediately notice- 
able in Scandinavia. 

In fact, some feel that the newer Asian grouping, the 
South Asian Association for Regional Cooperation, may 
have got things right by starting off in a very low-key way, 

. concentrating on cultural and social matters. “That way, peo- 
e ple don't feel it's 
— being pushed down 
— their throats,” said 
one source. 

Nordic Council of- 
ficials admit that the 
Nordic nations start 
"off with an in-built 
advantage in their 
cultural cohesion as 
opposed to the diver- 

sity of most regional 
groupings. But Sohl- 
man also points to 
the fact that politi- . 
cal and geographical | 
ulfs are no bar. The 
ordic nations cover 
the political spec- 
trum; their. defence 
policies are very 
different, and Green- 
land is thousands of 
kilometres away 
from the Scandina- 
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Thai soldiers on Cambodian border: key issue for Asean. 





away from the description which has been applied to the Nor- 
dic Council: a mini-superpower. 

But he does say that it is imperative to appear as a bloc at 
the multinational level. “The Nordic nations make a propo- 
sal as one and it counts more than a 
single nation's plan would. There is now 
an international feeling that we are one," 
he said. 

Some sources even feel that the great- 
est cause of division within Asean today 
— attitudes towards Vietnam — could 
eventually become a unifying force. 
"Groupings such as this are all about 
compromise," said one. “And the pro- 
cess of compromise and negotiation 
which is bound to go on within Asean 
over Vietnam could eventually bind its 
members more closely together." 

Nordic Council observers and offi- 
cials constantly make the point that suc- 
cess in matters large and small is large- 
ly a question of compromise and can take 
many years. A case in point is the am- 
bitious plan for a Nordic economic union 
— Nordek. This was launched in 1968, 
but crashed only three years later 
when Denmark opted to join the Euro- 
pean Community, and at the same time 
Finland dropped out of the Nordek 
plan. 

But though the plan itself was abandoned, most of its con- 
cepts — apart from a customs union — have been adopted 


| piecemeal over the years since 1971, notably through the for- 


mation of the Nordic Investment Bank in 1975-76. 

And the need for a customs union has been partly over- 
taken by events, as all the Nordic countries are members of 
either the EC or the European Free Trade Association (Efta) 
and agreements between the EC and Efta have abolished all 
industrial tariffs among members of either organisation. 

But, if itis any consolation to Asean civil servants wrestl- 
ing with the minutiae of matters cooperative, the Nordic 
Council is not plain sailing all the way. Bjorklund recalled re- 
cently that the first council recommendation that he voted 
on, in February 1972, 
concerned "creating 
uniform regulations 
and norms concern- 
ing pressurised ves- 
sels and steam boil- 
ers." 

As he comment- 
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ed: “Very few of 
my grand visions 
were embodied in 


that decision.” Even 
so, he said, 10 years 
later as the spokes- 
man of the econo- 
mic affairs commit- 
tee, “I was compel- 
led to state that the 
councils desire to 
create uniform 
norms for steam boil- 
^ ers had not been — 
— "i and would not be — 
realised.” 

— Mike MacLachlan 
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anish design in banking 


Bang & Olufsen and Copenhagen Handelsbank have more in common than being Danish 
We both meet the challenge of the future with creativity and functional design 
Not to speak of advanced technology which allows us to move fast. If Scandinavia means 
business to you don't settle for less than Denmark's 
great international bank, handling more than 25% of the country's international business 
You can't miss us. We're everywhere 


Banking on 
sound 
principles 
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Introducing 
the Regency Terrace 
The new sun-spangled 
wing of Hyart Regency 
Singapore is a resort in the 
heart of the city, complete with an 
incredible four-storey waterfall, a landscaped 
pool area, lush tropical greenery, a fitness centre, squa aah 
and tennis courts. A bright and breezy welcome awaits every guest 
in its 320 beautiful rooms, each with its own private covered alcove. 
For business or pleasure, the Regency Terrace is a spectacular touch of Hyatt. 
Don't you WISH 
YOU WERE 
HERE.'" 


HYATT REGENCY(S)SINGAPORE 


For reservations call 7331 188 in Singapore or contact the nearest Hyatt or Travel Planner. 









FarEasternEconomie 


Since it was founded in 
1946, the Far Eastern Eco- 
nomic Review has been 
dedicated to the indepth, 
authoritative analysis of 
the political, economic and 
financial affairs of every 
single country in the Asia/ 
Pacific region. Boasting a 
staff of over 40 full-time 
correspondents and jour- 
nalists located in every 
country in the region, the 
Review is considered to be 
the leading publication on 
Asian affairs in the world 
and deemed essential 
reading for senior execu- 
tives in business, banking, 
government and the pro- 
fessions. 


Over 85% of the He- 
view s circulation is on pre- 
paid subscription, and in 
September 1984 a survey 
of Heview subscribers was 
conducted by International 
Research Associates (HK) 
Ltd. 


Review subscribers are 
primarily top management 
individuals who travel fre- 
quently, make key deci- 
sions for their companies 
and wield enormous pur- 
chasing power. 


For a complete copy of 
the Review Subscriber 
Study please write on your 
company ss letterhead to: 





Ms Elaine Goodwin 

General Sales Manager 

Far Eastern Economic Review 
GPO Box 160 

Hongkong 


or any one of our sales offices worldwide. 
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the gateway to Europe. 
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| | n; Cha: critical of self-censorship by the press. 


Freedom of the press 
under the volcano 


By Emily Lau in Hongkong 
D iscussions on freedom of expression 
and freedom of the press in Hong- 
kong after 1997 ache a new climax 
when Louis Cha, publisher of the in- 
fluential Chinese-language daily Ming 
Pao said he would definitely. close 
down his newspaper if there was no free- 
dom of expression in the future Hong- 
kong Special Administrative Region 
(SAR). Cha also said he would leave 
Hongkong if there were no human 
rights and freedoms after 1997. For the 
first time, Cha was saying in public 
what he had been telling his associates 
and employees in private for a long 


Consultative Committee (BLCC) and 
elected to the BLCC executive commit- 
tee. The BLCC, a 180-member body of 
Hongkong people for collecting and col- 
lating local public opinion on the Basic 
Law, is regarded by'many as a public re- 
lations exercise in consulting Hongkong 
people. 

Addressing a forum on freedom of 
expression on 16 March, just one month 
before the second BLDC meeting in Pe- 
king, Cha warned if the Hongkong peo- 
ple do not treasure and defend the free- 
dom of expression, but try to appease 
Peking in every way, Chinese influence 
is bound to increase. 

He said the communists’ view of 
freedom of expression is very different 
from Hongkong's. Since the SAR will 
be a regional government under Peking, 
central. government policy is bound to 
have influence over the SAR. If the 
Hongkong press reacts strongly, Pe- 
king may not interfere too much, for 
the sake of the general good of Hong- 
kong. 


ime. 

p In January, the secretary-general of 
the Chinese State Council's Hongkong 
and Macau Affairs Office, Lu Ping, 
caused a considerable stir in Hongkong 
when he said there would be freedom of 
the press after 1997, providing it did not 
infringe upon China's sovereignty. Lu is 
also deputy secretary-general of the 
Basic Law Drafting Committee 
(BLDC), a 359-member group ap- 
pointed by Peking to draft a mini-con- 
stitution for the Hongkong SAR. 

Cha’s public announcement came as 
a Surprise to many because he had been 
very supportive of the Sino-British joint 
declaration on the future of Hongkong 
and was almost euphoric about the 
Chinese formula of “one country, two 
systems” whereby Hongkong would be 
allowed to maintain its capitalist system 
for 50 years after 1997. 

Last May Cha was appointed to the 
BLDC and later to the Basic Law 





ha said he would definitely leave 

after 1997 if there were no human 
rights in the SAR. He said he would be 
very sad if he had to leave Hongkong and 
could no longer be a Chinese, but there 
was nothing he could do, He said some 
people are very patriotic and can sac- 
rifice everything for the country, re- 
gardless of whether the Manchu govern- 
ment, the Kuomintang or the com- 
munists were in power. On the other 
hand, he said, there are people who 
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value freedom more, and they should 
not be criticised as unpatriotic. 

Cha said that in his 27 vears in the 
newspaper business here the Hong- 
kong branch of the official Xinhua 

newsagency, Peking's representative in 
the territory, has never told him what he 
could or could not publish. In March 
Cha, 62, was awarded an honorary doc- 
torate of social science by the University 
of Hongkong for his contribution as a 
publisher, journalist, novelist, political 
commentator and for his public service. 
He was described as "unshaken and 
solid in his mind," “a free thinking pa- 
triot,” “a man of many parts and a friend 
of justice and truth.” 

However, Cha's almost unqualified 
support for Deng Xiaoping and the 
Sino-British joint declaration have 
caused concern that he has become too 
pro-communist. His editorials opposing 
democracy because it would create con- 
frontation with Peking has driven some 
intellectuals and professionals to 
despair. 

To counter this image and to clear up 
what he saw as “misunderstanding” by 
some people in the media, Cha pub- 
lished several editorials supporting the 
freedom of the press and freedom of ex- 
pression. He also disapproved of the 
growing trend of self-censorship among 
the local press, a practice stemmed from 
fear of being persecuted by the com- 
munists after 1997, 

Cha said if Hongkong really were to 
have a “high degree of autonomy” 
promised by Peking after 1997, the com- 
munist party would not have power to 
purge dissidents here. Alternatively, if 
the communists decided to persecute 
Hongkong people, those who exercise 
self-censorship now might not escape 
being purged. Therefore, he said self- 
censorship is "unpractical and unwise.” 
He said it would be too optimistic to ex- 
pect that all of Hongkong’s existing 
freedoms can be preserved in the fu- 
ture, because there is bound to be con- 
trol from Peking, but he hoped the con- 
trol would be “acceptable.” 

The chief editor of the Chinese-lan- 
guage monthly The Nineties, Lee Yee, 
said Cha has demonstrated his thorough 
understanding of press freedom, but he 
has not indicated how Hongkong can 
defend it. “It is all very well for Cha to 
say he would leave if things go wrong, 
but not many people are that for- 
tunate and they need a democratic sys- 
tem to safeguard their freedoms,” Lee 
said. 

Besides speaking out, Cha has also 
urged news media members in the 
BLCC to work to defend press freedom 
and freedom of expression. BLCC 
member Hu Chu-jen, publisher of the 
Chinese-language Pai Shing Semi- 
monthly and a former Cha employee, 
said he would also close down his 
















ich interest among other 
mbers. Of the 180 members, more 
han 10 are from the media, but most of 
em have not said anything in public. 
Some of them are from pro-Peking pub- 
lications, others belong to the “prosper- 
ity and stability” camp and do not want 
to rock the boat. | 

Another person on the BLCC, Tsui 
Sze-man, is a member of the Chinese 


ence and the publisher of the pro-Pe- 
king Chinese-language monthly The 
Mirror. An editorial in the March edi- 
tion of the magazine entitled "Freedom 
of expression is not a monopoly," said 
that while journalists are free to ask 
questions, they must also respect the 
freedom of the interviewees. 

The magazine said whenever 
chinese officials appear in public, they - 
re mobbed by reporters firing ques- | 
ions at them. Under such cir- 
umstances, no matter how skilled the 
interviewees are at giving answers, 
there is no way they can give foolproot 
replies. In order to protect themselves, 
some officials stay mum. 


"he editorial Ed not every word ut- 
(A tered by officials represent Peking's 
policy. "Officials are human beings, 
they are not gods and not everything 
| they say are pearls of wisdom or the 

- golden rule." The magazine warned if 


D the Hongkong press do not respect the | 


_| freedom of the interviewees, future vis- 
| iting Chinese officials may be forced to 
-keep silent. 

¿c Lee said it is wrong for The Mirror to 
‘threaten the Hongkong press. He also 
















-words would always be looked upon as 
reflecting government thinking. “The 
Chinese Government cannot disown 
tatements by officials when they turn 
out to be unpopular and take cre- 
dit when they are acceptable," said 
"Lec. 

— Liu Yiu-chu of the BLDC said the 
ottom line of press freedom is the real- 





_kong’s case, the territory will become an 
SAR of China in 1997. Under such cir- 


solute freedom to criticise the SAR gov- 


right to criticise Peking, she said, but 
not to the extent of causing a rift be- 
ween the SAR and central govern- 
ment. Should that happen, she added, 
he SAR government should have the 
ower to suppress the press. 










he central government and Hongkong 
must guess what is on Peking's mind. 


iust know when it is going to erupt,” 
she said. | 








said hei issue has not — es 
BLCC 


People's Political Consultative Confer- - 


thinks Chinese officials should be very | 
careful in what they say because their | 


‘ity within any given society. In Hong- | 


‘cumstances, Hongkong should have ab- - 


rnment. The press will also have the | 


. Liu said Lu's comment on press free- 
lom was a reference to the sensitivity of - 


‘We are living next to a volcano, so we - 


| By Timothy Buck in Hongkong 


HESS is a town of newspaper 
readers. More newsprint is con- 
sumed here per capita than in any other 
place in the world (REVIEW, 13 Feb.) 
and journalists have always enjoyed the 
broadest press freedom of all. the 
Chinese-speaking societies in the re- 
gion. But with the spectre of 1997 
breathing down the territory's neck, a 
gradual shift to the conservative. Left 
can be felt in nearly all areas of Hong- 


kong's culture. In this increasingly cool 


| 
| and overcast climate, a single voice 
stands out: that of Ha Kung. 

Ha Kung is one of Hongkong s lead- 
ing satirists. His name, which can vari- 
ously be rendered as Master Ha, Uncle 

| Ha or the Duke of Laughter — Ha in 
| Chinese is both a surname and the 
sound of laughter — is a household 
| word to Chinese readers, though he is 
| almost totally unknown to the non- 
| Chinese population of the territory. 
| Ha Kung is the pen name of Hui 
Kwok, who was born in Fujian, China in 
1933. In 1951, after graduating from the 
United University of South China in 
| Canton, Hui emigrated to Hongkong 
| where he studied and taught painting, 
| held exhibitions and supported himself 
| as an art dealer and carver of stone 
| seals. In 1957 he began working at 
| Great Wall Movie Enterprises as a 
| screen writer, assistant director and 
| chief accountant, and in 1969 he joined 
the Shaw Brothers organisation. 
| Hui entered the world of journalism 
| in 1976 when he began working in the 
| publications department of the influen- 
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tial newspaper, Ming Pao, where he was 
involved in the editing and distribution 


| of the Ming Pao Monthly and Ming Pao 


Pictorial, as well as the highly successful 


| series of kungfu novels written by Ming 


Pao's publisher Louis Cha u der the 


For years Ming Pao car 
cal satire column entitled 
compara 
ways to the syndicated colui 







Buchwald and Russell Baker in the US. 


In 1979 “The Absurdities of Ha Kung” 
(Ha Kung Guailun) was born, and sur- 
vived for six years until coming to a halt 
on 31 August 1985. o sas 

This was not the first time Ha Kung’ 8 
unwillingly on his part- 
laid to rest. Back in 1984, one of his cc 
umns focused on a statement made by 
Deng Xiaoping regarding the allega- 
tions of several high Chinese officials 
that "neither cadres nor soldiers would 
be sent to Hongkong after 1997." 
Deng's refutation was couched in the 
rather coarse four-word — epithet, 
hushuobadao, which can be translated 
as “a load of rubbish,” and of course the 
incident became grist for Ha Kung’s 
mill. This particular column was re- 
jected, and Ha Kung's "Absurdities" 
failed to appear in Ming Pao for several 
days. But to ensure Hongkong s "stabil- 
ity and prosperity,” it was soon 
reinstated. 

The latest interruption of the "Ab- 
surdities" column took place for reasons 
yet unclear in the summer of 1985, when 
Hui was allegedly fired by C ha. Hui 






















Deng: gist for Ha Kung's mill. 


then threatened that he would never 
write for the newspaper again, where- 
upon Cha wrote an article in his news- 
paper inviting Hui to resume his col- 
umn. It was eventually agreed that Hui 
‘would continue on the editorial staff of 


- Ming Pao, but his “Absurdities” col- 


umn only reappeared in the newspaper 
at the end of March this vear. 


ui is a gadfly among Hongkong 

China watchers. His mordant 
humour is clearly of the blunderbuss 
school, with only the occasional subtle 
joust. Only rarely, though, does he fail 
to hit the broad side of Tiananmen 
Square. Hui plays the role of a Hong- 
kong Robin Hood, scoring points off 
the rich, powerful and corrupt and dis- 
tributing a bounty of laughs to the man 
in the street. Like most of his readers, 
he is short of both the capital and the 
passport to leave Hongkong in 1997, 
and like many he yearns for his daughter 
to study abroad; incidentally Hui's wife 
and daughter appear frequently in his 
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columns, engaging Master Ha in Socra- 
tic discourse, while at other times he 
bandies with his two straightmen, Pink 
Panther and Blind Samurai. 

What makes Ha Kung's columns 
hard to swallow for those who embrace 
the Chinese ruling-class mentality, 
characterised by a notoriously poor 
sense of humour, is the fact that he takes 
the endlessly befuddling neologisms 
that flood from China literally. While 
the post-Mao regime makes a fetish of 
"seeking truth from facts," Ha Kung 
goes along calling a spade a spade, and 
in thé time-honoured Confucian tradi- 
tion of rectifying names, Ha Kung chal- 
lenges everything from the Great Leap 
Forward and the Four Modernisations 
to the “open-door policy," “rule of law" 
and the "one country, two systems" 
blueprint for Hongkong's future. 

As one might expect, Hui is a sworn 
enemy of stultified bureaucracies, party 
hacks, special privileges and the other 
familiar facets of the darker side of con- 
temporary China. Having lived through 
the “best years” of the young people’s 
republic, he came to Hongkong a natu- 
ral “leftist,” and has followed the 
machinations of the ensuing three dec- 
ades from the relative comfort of his 
Hongkong armchair, pipe in hand. Thus 
his sources are much the same as those 
of his reading audience — the local 
media. Although his “Absurdities” may 
lack the occasional touch of local colour 
which Western correspondents provide 
at great expense, the average despatch 
from Peking rarely offers comic relief. 

Ha Kung is not unknown in China. 
In Hongkong journalist Fang Dan's re- 
port of his first interrogation in Peking 
after being arrested on a train in Xin- 
jiang in 1980 on alleged spying charges, 
he stated that among many other ques- 
tions, he was asked to tell what he knew 
about Ha Kung. o 











Pink Panther, you'll never get them 
straight. 


Next on his list was the slogan One 

C , Two Prices. But before he 
co P on, I sto him and 
out the error he was making. 

is, I said, a Chinese idiom “one 


corpse, two lives," which refers to a 


pregnant woman dying of suicide, 
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murder or in an accident, resulting not 
only in her own death but also that of 
her unborn child. I told him I had 
never heard of the saying One Corpse, 
Two Prices. But he just started laugh- 
ing loudly and told me that I am 
hopelessly outdated, for the concept 
of One Corpse, Two Prices was a rev- 
olutionary development within the 
hallowed tradition of worshipping and 
fawning upon things foreign. 

Following a recent tragic accident 
in Jiangmen in which a —— ship 
sank in the middle of the river, an ad 
hoc Shipwreck Victims Loss Settle- 
ment Committee announced that they 
would pay Rmb 3,500 (US$1,094) to 
the next of kin of each Chinese ticket 
holder who died in the accident and 
Rmb 7,000 to the families of each de- 
ceased ticket holder from Hongkong. 
Isn't this a perfect example of One 
Corpse, Two Prices? >` 








Nothing but 
official truth 


Am the growing trend of self-cen- 

sorship within the Age. pee news 
media, there is the spectre of censorship 
in school textbooks to worry about too. 
Publishers have expressed fear that the 
government's over-cautious attitude in 
deciding what should or should not be 
allowed in local textbooks may open the 
way to political control of the school syl- 
labus. Some publishers are open to 
pressure by what have been described as 
“ignorant and timid” Education De- 
partment officials, because they do not 
want any fuss and mainly want to pub- 
lish books and make money. 

In attempts reminiscent of the 
Japanese Government's bid to rewrite 
history in 1982-83, Education Depart- 
ment officials suggested to publishers 
that changes should be made on the 
struggles between 
the communists 
and the national- 
ists. 

It was also sug- 
gested the Chi- 
nese communists 
should not be por- 
trayed in a bad 
light given the 
good Sino-British 
relations. 

Some publish- 
ers Object to the 
ban on the word 
“colony,” since 
Britain will con- 
tinue to administer Hongkong until 
1997. In 1972 the Hongkong Gov- 
ernment advised publishers not to 
use the word colony when China 
asked the United Nations to drop 
Hongkong and Macau from the list 
of colonies to be granted independ- 
ence. 

This was out of respect for China’s 
view that it did not regard Hongkong as 
a colony. Since the signing of the Sino- 
British joint declaration, some publica- 
tions, including the REVIEW, also 
adopted a similar policy and called 
Hongkong a “territory” instead of col- 
ony. 

Of all the school subjects, those deal- 
ing with Hongkong government and 
public affairs, Chinese modern history 
and economics are probably the most 
sensitive. T. L. Tsim of the Chinese 
University of Hongkong said govern- 
ment and public affairs is an “untoucha- 
ble” subject because the political sys- 
tem is in a state of flux. 

He also saw difficulty in the treat- 
ment of market economy and a centrally 
planned economy. “Besides stating the 
differences in the two systems, should 
the author also pass judgment?” asked 
Tsim. — Emily Lau 
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A Day in the Life of Japan is an am- 
| AA bitious book, though not, perhaps, 
| as breathtakingly so as its organisers 
| and blurb-writers seem determined to 
| impress upon us. The hundred photo- 
.| graphers assembled for the project — 
| "the world-weary, khaki-clad lensmen 
|. of the press” (blurb) — were each sent 
| invitations informing them that, if they 
| accepted, they would "share a twin 
| room with a famous [and presumably 
| khaki-clad] photographer at absolutely 
| no extra charge." Their brief was to 
| scatter throughout the nation and at- 
| tempt to capture the everyday life of 
| Japan during one 24-hour period. 
i . "Some told us the idea was absurd," 
. cautions the writer of the foreword, 
| though one is quite hard put to see why 
they should have. It seems a perfectly 
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i ge allowed the photographers to see a 
.| Japan which is rarely shown to foreign- 


| example), the photographers saw 
a pow doesn't come into it) the same 

Japan visible to anyone (foreigner or 
.| otherwise) who bothers to keep his eyes 
| open. Surely that was the point. 
| The text of the book itself, by Mur- 
| ray Sayle, is mercifully free of this sort 
| of preening, and is on the whole neutral 
| and informative, resorting only very in- 
| frequently to gush (kabuki is *uniquely 
| Japanese,” sumo is “the most authenti- 
_ cally Japanese sport" and so on). It is in- 
 teresting to learn that the name for the 
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| Any style, anytime 








a 
r Ke Khan Mumtaz, a renowned 
| WX Pakistani architect who has lectured 
| all over the world on Islamic architec- 
| ture and has been a member of the Agha 
| Khan Award for Architecture Steering 
| Committee, has published the first com- 
| prehensive book on architecture in 
| Pakistan. 
| | The country’s immense architectural 
heritage ranges from pre-historic to 
contemporary times; from the Indus 
. Valley civilisation and the Mogul em- 













| Not-so-typical Japan 


| | - A Day in the Life of Japan text by Murray Sale. William Collins Sons Ltd. ¥ 13,500 


divine Mt Fuji derives from an aborigi- 
nal Ainu word (particularly since the 
Ainu were the objects of a ruthless 
genocidal campaign that lasted for cen- 
turies); that Japan is the only country in 
the world where more people are killed 
by cars than in them, and that, in a re- 
cent survey, 62% of respondents gave as 
their favourite recreation “sleeping.” 

The day on which the photographers 
fanned out was 7 June 1985 — an al- 
together ordinary Friday; neither na- 
tional holiday nor occasion for a major 
festival and, coming perilously close to 
the beginning of the rainy season in the 
Kanto area, not a day on which the ac- 
cessible Japanese countryside could be 
expected to appear at its best. This, I 
imagine, was also part of the point. 

As a conscientious reviewer, I ought 
to confess that, for me, 7 June 1985 was 
anything but an ordinary day, since it 
was the day on which — in Japan — my 
daughter was born. I approached the 
book, then, half hoping to find it a 
celebration of something special and 
memorable. The less selfish side of me 
was glad to find it otherwise. There have 
been far too many books (like The Sho- 
gun Inheritance) which have tried to 
pretend that dressing Hp in quaint 
samurai costumes is typical or meaning- 
ful behaviour. A Day in the Life avoids 
doing that, but by its very nature it runs 
another kind of risk, and one that it does 
not quite manage to surmount. 

In the run-up weeks to 7 June, three 
of the photographers and one of the as- 
signment editors telephoned me for in- 
formation and advice about proposed 
locations. For example, it had been 
suggested that someone be sent to 


| Architecture in Pakistan by Kamil Khan Mumtaz. Mirmar Books, Singapore. 
| Rs 195 (US$12.20) (subsidised in Pakistan). 


ire to the British colonial period. 
ucidly, but tightly written, the 200 
ages cover some 5,000 years of history. 
umtaz begins with the “unpre- 
cedented phenomenon” of the Indus 
Valley civilisation. Explorations have to 
date revealed some 129 towns and vil- 
lages of this ancient civilisation and 
today rural building in parts of Sindh 
and Punjab are little different from the 


ruins of Mohenjodaro. This was fol- 
lowed by the Graeco-Indian Gandhara 





photograph the provincial city of, Kochi; 
was that a good idea? Kochi is an attrac- 
tive city, and contains many eminently 
photogenic things and people. But its 
chief delights are atypical. The fighting 
dogs and long-tailed cockerels on which 
its breeders pride themselves, for exam- 
ple, are not to be found elsewhere in 
Japan. How is someone completely un- 
familiar with any part of the country to 
know what is unusual and what is not? 
How can he be expected to recognise, 
never having been in Japan before, 
what it is that makes Kochi (rather than 
the place down the road) worth a 24- 
hour shoot? 


he answer clearly is that he can't, 
with the result that most of the 100 
photographers have tried to capture 
what struck them as "typically" Japan- 
ese, at the expense of the (sometimes 
extreme) regional variations in lifestyle 





culture which has left numerous temples 
and stupas in northern Pakistan. 

The Muslim period, which was to 
create the distinctive Indo-Pakistani Is- 
lamic architectural style, is divided into 
two chapters. The first deals with the 
major buildings of the Arab and early 
Sultanate period while the second con- 
centrates on the Moguls, who were to 
build what are today the major tourist 
attractions in both India and Pakistan. 

Lahore alone holds perhaps the most 
staggering achievements of the Moguls, 
barring the Taj Mahal. Yet many of 
these monuments were to be severely 
damaged by the British in their attempt 
to subdue Muslim pride. The occupa- 
tion of Lahore Fort by the British in 
1846 led to terrible destruction. The 


17 APRIL 1986 e FAR EASTERN ECONOMIC REVIEW 





and environment that Japan has to 
offer.. To this extent, their vision, 
through no real fault of their own, is 
stereotyped. Why go all the way to Hok- 
kaido if you are going to end up with pic- 
tures of a pinball parlour? Or to rural 
Aomori for pictures of a high-school 
class posing for a commemorative 
photograph? And when one learns that 
some of the photographers had particu- 
larly asked to be allowed to spend their 
24 hours photographing "thatched-roof 
farmhouses, geisha and ancient Buddh- 
ist temples," one's concern about 
stereotypes increases. 

By the same token, the photographs 
selected (from an original 135,000) oc- 
casionally — and obviously without the 
photographers intending, or even 
knowing, it — come close to what, in the 
Japanese media, are clichés. Busy road 
junctions shot from overhead are a com- 
monplace of cinema photography here, 
as are the noses of parked bullet trains 
shot through medium telephoto lenses 
though Paul Chesley's picture adds the 
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British were also to set the worst prece- 
dent, which all future Pakistan govern- 
ments faithfully followed, when they 
converted the Mogul forts into army 
and police barracks. 


he author deals with the British colo- 

nial period as sarcastically as many 
British architects did at the time, when 
they wrote against the deprivation of 
the Indian arts and architecture by the 
colonial government. Victorian Mogul, 
Gothic, neo-classical, Palladian and 
Tudor all competed with each other as 
buildings “were —— with appro- 
priate trimmings and accessories from 
any period on demand.” British at- 
tempts to create a little England in the 
middle of Lahore or Peshawar were 
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Women soldiers; vegetable seller: photographing everyday Japan. 


delightful touch of an engineer reaching 
up and petting one of them as he might a 
favourite pony). Cliché is flirted with 
again in the book's (seemingly inevita- 
ble) treatment of geisha. "Except for 
the snow-topped cone of Fuji, no image 
evokes Japan more powerfully to Wes- 
terners than the blank-white face of the 
geisha," says Sayle. 

I doubt whether that is true today, or 
even if it ever was — the geisha/Mt Fuji 
tag team has always seemed to me 
primarily a means by which Japanese 
people have sought to reassure them- 
selves that easily beguiled foreigners 
can be counted upon to get the wrong 
end of the stick. Whatever the case, a 
hundred and one books on Japan have 
begun by warning us against perceiving 
geisha and Mt Fuji as symbols of the 
modern nation, so — whatever the 
photographers' own preconceptions — 
it is at least mildly reprehensible for a 
book that boasts of showing us "a Japan 
rarely shown to foreigners" to devote its 
longest single photo essay, as well as its 
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idiosyncratic, even as they were built. 
Local crafts and architectural skills suf- 
fered as a consequence. Mumtaz con- 
siders that the colonial heritage is re- 
sponsible for the cultural dualism which 
explains why architectural confusion 
and anarchy still continue. 

It is a sign of Pakistan's underde- 
velopment and disrespect to local ar- 
chitects that the all too few notable pub- 
lic buildings designed since partition are 
by foreigners. Local architects by and 
large have had to show their skill in de- 
signing private houses for the elite. 
Perhaps the most intefesting chapter 
concerns urban and rural vernacular ar- 
chitecture, or the homes inhabited by 
the very poorest tribals'and peasants. 
Mumtaz shows both sympathy and re- 





dust jacket, to geisha, and an early 
double-page spread (taken by the pro- 
ject director) to Mt Fuji. 


A lot of salarymen, uniformed people, 
the prime minister and the chair- 
man of Sony are represented, but only 
one vagrant (and, pictured as she is, 
asleep in one of the capital's most ele- 
gant shopping districts, she looks little 
the worse for wear). Thare are, perhaps, 
too many photographs of Tokyo and, 


certainly, too many taken in Hokkaido. - 


There are black-and-white pictures of 
the Hiroshima Hospital for Atom Bomb 
Survivors and of Minamata victims, 
taken (as one can't help but have pre- 
dicted) by Japanese photographers — 
though, to be fair, the one foreigner 
charged with an atom-bomb victim as- 
signment (West German Rudi Meisel) 
confesses his reluctance "to look into 
their faces. I asked if I could photograph 
their wounded hands, and they said, “Of 
course, that's why we're here,' as if they 
were professional victims." Probably 
the Japanese photographers were less 
uncomfortable with what Meisel de- 
scribes as “a cottage industry” made out 
of disaster. 

In addition to the work of the 100 
khaki-clad professionals, the book in- 
cludes a few pictures by amateurs — all 
Japanese — two of which are, in my 
view, among the most striking: the 
straw hats on page 63 and the sardine 
boats on page 206-7. Otherwise, sur- 
prisingly few of the pictures are espe- 
cially captivating in themselves, and 
perhaps that is all to the good. For 
though the published selection calls into 
question the managing editor's bold as- 
sertion that *those behind the camera 
could make vivid, compelling pictures 
in a parking garage," the target, after 
all, was everyday Japan; and it is in the 
subjects that speak most eloquently 
without trickery or much overt arrange- 
ment — particularly individual faces — 
that everyday Japan and its inhabitants 
stand revealed. A Day in the Life of a 
Parking Garage will, I am afraid, re- 
quire similar faces. — Alan Booth 


spect for even the simplest matted tents, 
in which the Baluch nomads live. It is 
rare to see this crucial but often neg- 
lected area of architecture in a book of 
this kind. 

The book, 10 years in the making, ts 
lavishly illustrated with the author's 
own photographs and drawings as well 
as architectural plans. Mumtaz, who 
taught at the National College of Arts, 
Lahore for 10 years, is now in private 
practice. The book has been published 
with the help of an endowment from the 
Agha Khan Award for Architecture and 
is being sold at a subsidised price in 
Pakistan. It is a book destined to be- 
come a standard reference work on 
Pakistan and Islamic architecture in 
general. — Jamal Rasheed 
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By Jose Galang in Manila - 

‘Phe free-enterprise ideology being 
__ W followed by the new Philippine Gov- 
. ernment of President Corazon Aquino 
has brightened the economy's pros- 
pects, according to most economists and 
businessmen. Some already say that 
with the new environment, the coun- 
ry's gross national product will grow by 
up to 2% this year, compared to 
cumulative declines of nearly 10% over 















à 
_ the past two years. 

— However, optimism has yet to be 
translated into new investment. Besides 
money moving into the stockmarket, 
. banks have not detected any demand 
for funds for business investment. One 
major problem is the vacuum left be- 
hind by the crumbling of so-called 
“crony capitalism" following the fall of 
. former president Passend Mirchs. 
= In the months leading up to the 25 
February fall of Marcos, the private sec- 
tor remained united by a common re- 
solve: to seek an end to what it deemed 
was unfair competition from the presi- 
 dential cronies and from government it- 
self. But having emerged victorious, the 
crusaders are now divided by cries for 
revenge against the cronies and all those 
who had business ties with them. This 
includes some who are now serving the 
new government, which is seeking to 
make reforms in certain key economic 
-The rancour is clouding an objective 
assessment of the effect of Marcos' 
crony capitalism on the country's econ- 
omy. Because most of the crony-owned 
corporations were largely dependent on 
easy credit and were in the main ineffi- 
cient, they ran into serious financial dif- 
ficulties when the economy itself 
ground to a halt in the early 1980s and 
had to be taken over by various govern- 
ment agencies. This spells trouble for 
the government budget unless they can 
be privatised quickly. The budget de- 
ficit will rise by P3 billion (US$150.4 
million) to a total of about P20 billion 
this year, compared to P11 billion in 
1985, hindering the government's abi- 
lity to begin urgently needed develop- 
ment programmes. 

. Meanwhile, the previous practice of 
granting special privileges and exemp- 
tions to certain individuals or groups has 
eroded business morale. The result is 
that private capital has stayed out of 
many areas of business while the cronies 
gained virtual monopoly privileges in a 
number of basic industries, including 
coconuts, sugar and grains. 

. Economists such as Bernardo Vil- 
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legas, of the Centre for Research and 
Communication, recall that Marcos 
conferred on these cronies various types 
of special privileges in the 1970s to en- 
courage them to become Japanese-style 
“zaibatsu leaders" of the Philippine pri- 
vate sector. However, many acted more 
like “robber barons,” having been bred 
in “an environment of free-wheeling 
economic activity." Fed on easy credit 
and political privileges, many diver- 
sified into businesses tn which they were 
subsequently proved to be incompe- 
tent. 

Aquino told a large gathering of 
business leaders during the election 
campaign that her government would 
dismantle the "structures of privilege" 
and lay down “an enhanced environ- 





ment for private initiative." She said: 
"There will be no special privileges for 
private business, either to the sector as a 
whole or to a select few. Any incentive 
given to business will be general in its 
application and matched by a clearly 
discernible benefit to the country as a 
whole." 


Hi: government is sifting through 
documents to determine the extent 
of crony holdings in business and how 
these were acquired. Those which are 
found to have been set up or acquired 
through illegal use of public funds obvi- 
ously will have to be sequestered by the 
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businessmen wrangle in Marcos’ wake “Po 


E The crony hangover 


government. Officials have declared 

that any such firm that is taken over will : 
eventually be offered for sale to the pri- _ 
vate sector. . 

In the case of private businesses- 
sequestered by the Marcos government 
itself when it imposed martial law in 
September 1972, some are already 
being returned to their former owners. 
Several firms were returned on 30 
March to the Jacinto family, whose in- 
terests ranged from steel-sheet produc- 
tion to broadcasting and' newspaper 
publishing. 

Management of Jacinto family hold- : 
ings was taken over by the military after 
the declaration of martial law in 1972, 
though ownership was never formally 
transferred. The restoration of their 
property was made simply by returning 
control to family members who fled the 
Philippines in 1972 but have returned 
since the ouster of Marcos. In a similar 
way, the Lopez family is awaiting the re- 
turn of its enterprises, such as the Man- 
ila Electric Co. and the broadcast 
facilities now being operated by the 
Ministry of Public Information. 

In recent weeks, disclosures of possi- 
ble involvement of some of Aquino’s of- 
ficials with Marcos cronies has ignited 
divisive debates, and clamour for their 
resignations. One of them, Finance 
Minister Jaime Ongpin, volunteered 
during a talk with newsmen that he sus- 

cted that Benjamin Romualdez, a 

rother of Marcos’ wife Imelda, actual- 
y owned 60% of Benguet through a 

anama corporation. Ongpin himself, 
headed Benguet as president since own- 
ership passed to Filipinos in 1974 (the 
company was set up by US entre- 
preneurs). This controlling block of 
shares has now been frozen by the gov- 
ernment. 

On the other hand, Bureau of Inter- 
nal Revenue chairman Bienvenido Tan 
was named as a “front” for the holdings 
of former energy minister Geronimo 
Velasco in the newspaper The Manila 
Times. Ongpin and Tan offered to re- 
sign, but their offers have not been ac- 
cepted. 

The new administration is also mov- 
ing vigorously towards reforms in the 
coconut and sugar industries, long 
sought by the World Bank and the coun- 
try’s creditors (REVIEW, 31 Oct. '85). 
On 20 March, Aquino ordered the lift- 
ing of a four-year ban on the export of 
copra. The move is expected to boost 
coconut prices paid to farmers which 
had declined to about P 1.70-2 a kg from — 
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on copra exports was also reduced to 
10%. 


However, the move is also expected 
to mean difficulties for local millers in 
securing ample copra supplies. Many of 
these mills used to be under the 
Cojuangco-led United Coconut Oil 
Mills Inc. (Unicom) but have since 
been transferred to a number of small 
firms, in which the United Coconut 
Planters Bank (UCPB) is major share- 
holder. 

Both Unicom and UCPB were set up 
by Eduardo Cojuangco (who fled the 
country around the same time as Mar- 
cos and is now in the US) with the help 
of a government-mandated levy on 
coconut production. 


At seizing Cojuangco's 34 corpora- 
tions (mostly based in the pro- 
vinces), the government does not ap- 
pear keen to take over or dismantle the 
ownership of the coconut-oil mills. The 
»wnership structure will not be dis- 

^rbed, according to Agriculture Minis- 
—er Ramon Mitra, since the business has 
become unattractive with the return of 
copra exports. 

Aquino has also ordered the aboli- 
tion of a government-controlled mono- 
poly on the import of livestock and meat 
by-products. The monopoly, owned 
1095 by an Australian firm, Philbay, is 
being blamed for the stunted growth of 
the focal livestock industry and cur- 
tailed entry of livestock for breeding 
purposes. 

For the sugar industry, a new body 
composed of millers and planters was 
set up to "restore order in the industry" 
after former Philippine Sugar Commis- 
sion (Philsucom) chairman Roberto 
Benedicto “caused its near collapse.” 
The body has proposed that produc- 
tion be pegged at 1.2 million tonnes for 
the crop year 1986-87. The volume, 
which is less than half the industry's 

- total milling capacity of 2.8 million ton- 

es, takes into account lower consump- 

uon patterns in both export and domes- 
tic markets. 

An emerging leader in the sugar in- 
dustry is Fred Elizalde, who belongs toa 
family which has long been in sugar 
farming and milling in the key sugar- 
producing province of Negros Occiden- 
tal. Elizalde was named head of a com- 
mittee to look into suspected anomalies 
in financial dealings of the Marcos gov- 
ernment in the sugar industry. Some 
US$5 billion was reportedly involved in 
the dealings. Elizalde has also been ap- 
pointed overseer of Philsucom. 

Some amount of foreign capital in- 
flow is obviously being anticipated by 
the economic policymakers. However, 
they have stressed that such investment 
will be welcome only where domestic 
capital is insufficient. The country's 
militant labour unions are also seen as a 
deterrent to any substantial capital in- 


flows. ü 
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T it sale of P3.31 billion (US$165.9 million) worth of San Miguel Corp. 
shares on Manila Stock Exchange on 1 April has stirred a furore among _ 
stockbrokers, investors and the government. The sale involved the transfer of 
the same block of shares that Maios crony Eduardo —— acquired in | 
December 1983 from the late Andres Soriano, then head of the country's |- 
most diversified manufacturing concern. Pending clarification of the nature |- 
of * deal, the entire block of shares has been sequestered by the govern- | 
ment. UOUNMM 
The transaction initially was interpreted as the withdrawal of Cojuangec —* 


er Ayala Corp., which is also a diversified conglomerate. Co fundeda | 
rasta os bite by Soriano that diluted Zobel's own po . Zobel, who | 
declared at the time that his objective was to avert government intrusion into | 


— 





which they said should have been offered through a public tender at which all | 
current shareholders could |- 
have ed. The Securi- |- 
ties and Exchange Commission | 
has been asked to investigate, —— | 
particularly rumours that the — — | 


deal served only to conceal the 
new beneficial owner of the _ 
shares — which may be | 


A E d 
% 


Cojuangco himself, according _ 
to some brokers. Cojuangco —— 
fled with Marcos to Hawaii on — 
25 February. Eo: 
Except for Andres Soriano — 
Ill, who was named asa buyer — 
and an agent in the transac- | 
tion, no other parties involved 
in the deal were named. The 


-— A 





n 





pants. REL | 


Andres Soriano III: new San Miguel chairman. ceded by a board election at —— 
San Miguel which elevated the 
younger Soriano to a chairman and chief executive officer, replacing | 
Cojuangco. Soriano, who is also concurrently president of the company, was —— 
given by the board of directors “full power to initiate any and all measures to "Ss 
ess and unify the company." One of his first moves was to call for an | 
amendment in its by-laws to inhibit the firm from engaging in partisan politics. — | 
During the campaign for the 7 February elections, employees complained of 
pressure by company officials to vote for Marcos. x 
The recent share transfer also put into doubt an agreement entered | 
into by 14 of the firm's major shareholders and officers, under which they | 
assigned their voting trust to the incumbent chairman. The voting trust, for —.— 
: — of five years, was transferred to Cojuangco when Soriano died in- E 
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Amid the confusion over the transaction, the Presidential Commission on | 
Good Government — headed by Jovito Salonga — whose functions have been | 
to work for the return of ill-gotten wealth by officials of the previous govern- | 
ment, seized the shares in question on 7 April. If Cojuangco were indeed the — 
beneficial owner of the shares in the transaction, such shares should havebeen | 
frozen, as required by an earlier Aquino executive order, making the transac- | 
tion invalid. | —JoseGalang | 
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abused 


Presidential favourites find 
the favours ended 


T beneficiaries of former president 
Marcos' economic largesse were 
many. Prominent among them were 
Eduardo Cojuangco, who presided over 
the near-monopoly on coconut tradin 
and processing that helped him expa 
into banking and other industries, and 
Roberto Benedicto, whose control over 
the sugar industry launched him into 
numerous activities. 

They also included Herminio Disini, 
who built an empire on exclusive tax 
ag i and on huge commissions 

m the state’s nuclear power plant 
contract, and Rodolfo Cuenca whose 
construction firm grew into extensive 
project contracting overseas, shipping, 
and tourism-related ventures with the 
help of povernment contracts and easy 
loans. Both groups collapsed in 1981 
and were taken over by government. 

Another one-time close associate, 
Ricardo Silverio, whose car-assembly 
firm received liberal doses of govern- 
ment loans that enabled him to expand 
into investment banking and electrical- 
appliance manufacture, was disowned 
by Marcos in 1981 as “nobody” when 
the ousted president was asked to ex- 
plain the special treatment of Silverio. 

Relatives of Marcos’ wife Imelda, 


- | such as her brother Benjamin "Kokoy" 


Romualdez, also reaped financial gains 
from their political ties with the former 
government. Romualdez is widely sus- 
pected to be the owner of such entities 
as First Philippine Holdings Corp., one 
of the biggest business conglomerates in 
the country with interests in energy, real 
estate and manufacturing; Manila Elec- 
tric Co., the power firm which has the 
most extensive asset base in the country, 
and Benguet Corp., in gold and copper. 

Others also identified by many busi- 
nessmen as Marcos cronies are “banana 
king" Antonio Floirendo, drug-in- 
dustry leader Jose Campos, banker 
Rolando Gapud, and department-store 
owner Bienvenido Tantoco and wife 
Gliceria. Among the members of Mar- 
cos' cabinet, former energy minister 
Geronimo Velasco has been mentioned 
in some of Marcos' business dealings. 
Marcos' (and now Aquino's) defence 
minister, Juan Ponce Enrile, who led 
the mutiny against Marcos in late Feb- 
ruary that eventually resulted in his 


downfall, worked with Cojuangco as 


chairman and 1% shareholder in UCPB. 

Ranking officers in the military es- 
tablishment also gained from Marcos' 
brand of exacting loyalty. The former 
chief of staff, Gen. Fabian Ver, headed 
firms that won government contracts, 
according to sources. — — Jose Galang 


























FECs: a much larger issue. id. 


CURRENCIES 


Thinking of | 


alternatives 


China is to drop its foreign- 
exchange certificates system 


By Robert Delfs in Hongkong 


hina will abandon the convertible 
renminbi known as the foreign-ex- 


— certificate (FEC), Vice-Premier 


Yao Yilin said at a press conference on 3 
April. But he gave no indication as to 


when this will take place. Preparatory 
steps are necessary, Yao said, to ensure 


that the “renminbi will be the sole cur- 
rency circulating in Chinese territory” 
and to work out alternative means of 
handling foreign-exchange transactions 
in trade, tourism and foreign invest- 
ment. 

The FEC system was initiated in 
April 1980 as a means of controlling the 
foreign-exchange ^ transactions of 
foreign and Overseas Chinese residents 
and tourists in China, who were re- 
quired to use the notes at hotels, special 
restaurants, friendship stores and for 
purchasing rail or air travel. Foreigners 
were thereby discouraged from pur- 
chasing renminbi on the black market, 
since the currency was not applicable 
for most of their expenses. The FECs 
also facilitated restricting access to spe- 
cial facilities and goods provided ex- 
pressly for foreigners, according to a 
State Administration of Exchange Con- 
trol spokesman. 

The FEC system was only partially 
successful in limiting illicit currency ex- 
change, however. Since the FEC was es- 
sentially a convertible renminbi and 
could be used to purchase imported 
goods and to patronise restaurants and 
discotheques Set up for foreigners, FEC 
black markets quickly materialised in 





Peking and Canton, with the notes trad- 
ing at twice the nominal renminbi value 
or higher. Demand for FECs also came 
from Chinese enterprises, which could 
use the notes to finance imports, and 
probably also from foreign joint ven- 
tures generating renminbi profits which 
used the FECs to balance their foreign- 
exchange accounts (REVIEW, 25 Apr. 
'85). 

The decision to abolish FECs- repre- 
sents an acknowledgment that the 
system had failed to control black- 
market currency trade, and was becom- 
ing increasingly irrelevant as con- 
trols over Chinese citizens 
_ and organisations holding for- 
2X eign exchange were relaxed in 
$7 1984 and 1985. The crackdown 
~ on black-market FEC traders in the 
spring of 1985 probably had much 
less effect than the progressive devalua- 
tion of the renminbi over the past two 
years. 

Foreign currency, X particularly 
Hongkong dollars, circulates exten 
sively in southern China — according to 
some Chinese estimates, as much as 
20% of Hongkong's currency (which 
now totals a little more than HK$18 bil- 
lion [US$2.3 billion]) is now held in the 
mainland. There was also concern from 
the very beginning about the political 
implications of a special currency for 
foreigners and Overseas Chinese, and 
the privileges it implied. 

How foreign-exchange transactions 
will be handled in the absence of the 
FEC remains unclear, but Yao's insis- 
tence that the renminbi will be the sole 
currency circulating in China implies 
that special hotels and other establish- 
ments provided for foreigners will not 
simply shift to charging in foreign ex- 
change. 

The existence of many joint ventures 
in China is predicated upon the FEC 
system — most foreign investment in 





hina to date has been concentrated in. | 


hotels and related projects because 
these ventures had an assured foreign: 
exchange (FEC) income, and could, 
therefore, remit domestically generated 
profits abroad without affecting China's 
overall foreign exchange and reserves 
balance. 

Abolishing the FEC does not imply 
steps towards making the renminbi a 
fully convertible currency, Yao said. 
"That is a much larger issue, with differ- 
ent problems, which in my opinion 
would be premature to undertake at this 
time." 

Nonetheless, some degree of con- 
vertibility, albeit at a state-controlled 
rate, will be required once the FEC is 
pone. Controlling the black market in 
oreign currency, Chinese leaders now 
realise, will primarily depend on how 
realistic the state-determined exchange 
rate expresses the relative purchasing 
power of the renminbi and the domestic 
supply and demand for foreign ex- 
change. Oo 
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Deliveries of a gunner’s sight for South Koreas new XK1 main battle tank have begun. This primary sight 
subsystem will enable the crew to shoot on the move, day or night. The sight uses a two-axis stabilized 


head mirror unit to give the gunner a stable view with no sense of movement behind the cross hairs, 
regardless of tank motion. Hughes Aircraft Company is producing the unit for Hyundai Precision and 
Industry Company, Ltd. It includes a laser rangefinder and thermal imaging system similar to that 
produced by Hughes for the U.S. Armys M1 Abrams tank. The subsystem also incorporates a vertical 
sensor, stabilized optics, and other components of a system that Hughes developed for West Germany's 
Leopard 2 tank. These components are being produced under license by Krupp Atlas-Electronik. 


The U.S. Department of Defense has given two of its four top money-saving awards to Hughes for 
proposals that will cut costs by nearly $275 million. The Contractor Value Engineering Achievement 
Awards honor defense contractors for helping to trim defense costs during 1984. The Air Force cited 
Hughes for saving $172.8 million on the Imaging Infrared Maverick air-to-surface missile over the life of 

D the contract. The Navy honored the company for reducing projected costs on the UY Q-21 data display 
system by $101.5 million. Hughes also contributed to the savings achieved by FMC Corporation, which 
won the Army award for cost-cutting efforts on the Bradley Fighting Vehicle System. The Value 
Engineering program was created to cut production costs without affecting performance, reliability, 
quality, maintainability, and safety standards. The armed forces approved 34 Hughes VE proposals for 
total cost reductions exceeding $296 million. Since 1964, Hughes military customers have approved 705 
changes on 52 programs for total savings of $887 million. 


Programmable software formats within a night vision system for helicopters allow new features to be 
added as needed to meet new threats. The Hughes Night Vision System (HNVS) is a low-cost, forward- 
looking infrared system that provides excellent imagery and object detection day or night in all weather. 
It has extensive built-in test and fault isolation test capabilities. Among the features that may be modified 
to meet specific requirements are flight symbology, navigational data, automatic set-up mode, system 
status data, and push-buttons around the display face. 


Citizens of Mexico are communicating with each other from places never before possible, thanks to the 
new Morelos satellite network. The system provides advanced telecommunications to even the most 
remote parts of the nation and allows live TV programming to originate in at least 12 principal cities. 
Morelos carries educational and commercial TV, telephone and facsimile services, and data and business 
transmissions. The cylindrical satellite measures 7 feet 1 inch in diameter and 21 feet 8 inches high. Its 
solar cells generate more than 950 watts of electricity. Morelos is a version of the Hughes HS 376, the 
most-purchased commercial communications satellite in the world. It is the first HS 376 to operate in two 
frequency bands (C and Ku) simultaneously. 


Malavsia is one of the first nations in Asia to operate an advanced three-dimensional radar as part of its 
new automated air defense system. The Malaysian Air Defense Ground Environment (MADGE ), 
developed by Hughes, uses the Hughes Air Defense Radar (HADR). This system detects and tracks 
fighter aircraft at extreme distances under adverse conditions. West Germany, with four radars in 1984, 
was the first nation to operate HADR. The new MADGE allows Malaysia to detect and identify all 
military and civilian aircraft approaching its airspace. Should aircraft be identified as threats, 
commanders can order fighter interceptors to take immediate action. 


For more information write to: PO. Box 45068, Los Angeles, CA 90045-0068 USA 


HUGHES 


Subsidiary of GM Hughes Electronics 


© 1986 Hughes Aircraft Company 
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Step aboard JAL First Class. 
And discover the truth behind 
our promise. 


Enjoy the warmth and 
hospitality that has made us 
the world's number one IATA 
airline’ 

Experience for yourself the 
most gracious service. 
Attention to the smallest detail. 
And smiles that truly reflect 
the pleasure we take in 
serving you. 

On Japan Air Lines, the art of 
giving is not forgotten. 

We know who comes first, 

we always have. 


It's always a pleasure. 


BAREFOOT 
REPORTER 


Ihe best of the Richard Hughes 
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db pe the years, people have 
come to expect certain things 


when they buy a product made in 
Germany. For instance: 
Craftsmanship. Innovative think- 
ing. Superb engineering. Advanced 
production techniques. Attention to 
detail. Quality control. German 
finishing (even on parts that remain 
hidden from view). Durability. Relia- 







bility. Preventive maintenance, repa 
service and customer service. 

German products have won the ri 
spect of the world, and the individu: 
products themselves continue to 
earn it, because of their quality anc 
dependability. 

Nixdorf Computer is proud of its 
German heritage, and the local Asia 
know-how, which makes our pro- 


Buy a German computer 
ame reason you'd buy a German car 





lucts fit Asian needs even better. We stands behind every one of our pro- Australia, Tel. (02) 4 39 54 77; Hong Kong, Tel. (05) 20 22 22 

re proud also that wearerecognized— ^ ducts. When you buy a Nixdorf com- — Qoo? ook Monee we in E 

over 40 countries around the globe-— puter system, we want you to be as New Zealand, Tel. (09) 39 98 66; Singapore, Tel. 274 11 00 

is leaders in user-friendly software, in proud of it as we are. Sri Lanka, Tel. (01) 57 55 45; Thailand, Tel. (02) 2 36 72 93 

rgonomically-designed systems, and Nixdorf Computer (S) Pte. Ltd. 

n bringing the immense power and Regional Office Asia Pacific 

yroductivity of the computer down to # 07-01 NOL Building 

he workstation level. 456 Alexandra Road NIXDORF 
Because we jealously guard our Singapore 0511 — Tel.: 274 11 00 


ard-won reputation, our company Telex: RS 557 00 NIXREG COMPUTER 


Sending a refugee back forcibly may world-wide efforts to help refugees 


result in imprisonment, torture, and even This advertisement asks for your com- 
death. Of course, a refugee may go home Y if passion and understanding of the refugee 
if he no longer fears persecution, but in Y V M plight. If you wish to become involved in help- 


many cases that means never. ing refugees, please contact the UNHCR 
One of the functions of the United — Office in your country or a voluntary agency 
Nations High Commissioner for Refugees — M which is concerned with refugees 


is to co-ordinate U N md 


United Nations High Commissioner for Refugees 
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best selling 
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KENTUCKY STRAIGHT BOURBON WHISKEY. 80 PROOF. DISTILLED AND BOTTLED BY JAMES B. BEAM DISTILLING CO., CLERMONT. BEAM. KY 








The book was quite successful. But 
the Canon Typestar 7 could have turned 
the manuscript into a work of art. 


t imagine how much easier life 
uld have been for Ernest 
mingway, if the Canon Typestar 7 
rsonal electronic typewriter was 
illable when he wrote ‘For Whom 
e Bell Tolls.’ 


;»ecially when you consider the 
pestar 7’s OKB text memory holds 
proximately 6,000 characters, in up 
26 separate blocks. And the 

tional RAM cartridges hold 4,000 
aracters each. Not a bad idea for a 
in on the move. 


What's more, the Typestar 7 is light. 
Its compact. And it's battery 
operated. Imagine, it only weighs 6 
Ibs. Just what Hemingway needed. 


Especially with Franco’s army chasing 


him all over Spain. 


Of course, the only way to discover 


the virtues of the Typestar 7 is to try 


it out for yourself. 


We can’t promise you'll end up writing 
a best seller. But we can promise the 


manuscript will be beautifully typed. 


ELECTRONIC TYPEWRITERS 


Headquarters: Canon Inc., Tokyo, Japan 

Regional Office in South East Asia 

Canon Hongkong Trading Co. Ltd 

Tel: 4-7390802. Telex: 30046 CHKT HX 
Jardine Marketing Services Ltd 

Tel: 5-8373797 


Hong Kong 


Indonesia P T Samafitro. Tel: 355521 
Malaysia Mulpha Trading Sdn. Bhd. Tel: 755006 
Pakistan Global Business Systems. Tel: 525909 
Papua New Guinea 

High Tech Industries Pty. Lid Tel: 257581 
Philippines Datagraphics Inc. Tel: 855011 
Singapore Canon Marke ting Services Pte. Ltd. Tel. 2745411 
Sri Lanka Metropx litan Agencies Ltd. Tel 25582 
Thailand FMA Corporation Ltd. Tel 2450156 
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ECONOMIES 


The credibility gap 


New Zealand faces a bigger-than-expected budget deficit 


By Colin James in Wellington 


Ne Zealand's — Labour 
government has run into a few snags 
in its bid to turn the economy around in 
a crash programme of restructuring. 
Under severe criticism over high in- 
terest rates and a correspondingly high 
"Kiwi" dollar from farmers who still ac- 
count for half the merchandise-export 
earnings, Finance Minister Roger 
Douglas has had to admit being astray 
on his budget-deficit estimates for fiscal 
1985-86 (ending on 30 June). 

Douglas budgeted in June for a de- 
ficit of NZ$1.3 billion (US$691.5 mil- 
lion), or 2.8% of gross domestic pro- 
duct. Late last year, in the wake of a big- 

-than-expected wage round, he re- 
"e that upwards to NZ$1.6 billion. 

n 27 March, he effectively conceded 
that it would be close to or even above 
NZ$2 billion. The record deficit was 
8.9% of GDP in 1983-84. 

At fault were Treasury estimates of 
the tax take. Companies and self-em- 
ployed people pay tax twice a year — a 
third in September and the rest in 
March. The March take was well below 
estimates, partly because the slowing 
economy stalled second-half earnings 
and partly, Douglas alleged, because of 
new loopholes opened up by the freeing 
of the capital and foreign-exchange 
markets. 

Douglas refused to say how great the 
estimated shortfall was. But he did ac- 






knowledge that there would be a special |. 


tender of NZ$350 million stock in early 
April, indicating that the shortfall must 
be of that order. The higher deficit is 


more than just embarrassing to Douglas |: 


r having got his sums wrong. In fact, 

ctake estimates are often wrong and 
sometimes by as much as this year's. 

Beginning on 1 April, Douglas him- 
self has taken two months out from de- 
tailed work (which he handed over to 
associate finance minister, the Trade 
and Industry Minister David Caygill) to 
find ways to curb state spending. Doug- 
las came up with a 12-point plan whic 
he announced at the same time as he 
conceded the tax shortfall. 

The plan includes: 
» State trading enterprises will have to 
fund themselves on the private-sector 
loan market instead of through sub- 
sidised state loans. 
» Enterprises with cheap loans from 
the government will be required to 
repay them and refinance in the market. 
> State trading enterprises will have to 
pay tax and dividends to the govern- 
ment (a practice begun with the post of- 
fice last year). 
> Funding will 


be cut where de- 


FAR EASTERN ECONOMIC REVIEW e 17 APRIL 1986 


partmental functions are removed or re- 
duced. 

» Departments will be “given strong in- 
centives" to raise revenue to fund their 
own activities (the Department of 
Scientific and Industrial Research has 
already moved significantly towards 
self-funding). 

» Departments will recover the full cost 
of supplying goods and services, includ- 
ing to other departments. 

» Grants and subsidies will be reviewed 
to ensure they are achieving worthwhile 
objectives. 

» Some government agencies will no 
ge be tax-exempt. 

» There will be new incentives for de- 
partmental asset management. 

» Efficiency will be forced on some de- 





partments by reducing overall funding. 
» Quasi-autonomous national govern- 
ment organisations will be reduced or 
abolished where their functions are no 
longer "sufficiently relevant." 

» There will be adjustment assistance 
for departments facing difficulties in the 
transition to a commercial basis. 

These are long-term measures, how- 
ever, and Douglas acknowledged that it 
would take some years for their full ef- 
fect to be felt in the budget deficit. 
Meanwhile, he has an added problem: 
the proposal, now legislated for, to 
switch a substantial amount of the tax- 
take from direct income tax to a value- 
added tax (namely goods and services 
tax) or GST. From 1 October, this is ex- 

ected to cost around NZ$700 million in 
oregone revenue in the transitional 
year. On top of that, Douglas on 26 


March gave away another NZ$100 mil- 


lion in revenue in the first six months of 

1986-87 by slashing the wholesale sales 

tax on a wide range of consumer items 

including photographic, audio and 

video equipment, and jewsllery to a 
o 


maximum of 20%. Wholesale sales tax 
is levied selectively on some s and 
is to be abolished when GST is intro- 


duced — it ranges up to 50% now. The 
cuts will bring the tax nearer the plan- 
ned 10% GST to smooth buying pat- 
terns in the changeover. Coming on top 
of the abolition in December of duty on 
goods not made in New Zealand, they 
have reduced the price of some items 
drastically. 

Douglas has pursued a rigid policy of 
fully futiding the deficit on the internal 
market, which has held interest rates 
high. Ninety-day commercial bills were 
around 22% on 27 March. High interest 
rates have in turn held the exchange rate 
high — around NZ$1.89:US$1, com- 
pared with NZ$2.27:US$1 at the time 
the New Zealand dollar was floated in 
March 1985. Discounted for inflation 
the trade-weighted value of the New 
Zealand dollar has climbed about 10- 
12% in the past year. 


he Reserve Bank (the central bank) 

has refused to intervene, arguing 
that if it is to fully fund the deficit it can- 
not bring down interest rates by expand- 
ing money supply, nor does it have the 
resources to manipulate the exchange 
rate in the way other central banks do. 

This highly purist approach — said to 
be the freest float in the world — has 
aroused not only political criticism, but 
a growing complaint from economists, 
some of them otherwise solidly behind 
the government’s management policy. 
They argue that the real economy is not 
strong enough, especially as the country 
goes into recession, to sustain a long 
period of an overvalued currency. 

There are, therefore, growing fears 
that there will be an unnecessarily hard 
landing as the economy works through 
the restructuring process. Growth was 
6% in the year to March 1985 but esti- 
mated at zero in the year to March 1986, 
as two quarters of contraction (since 
September) cancel out two growth 
— up to September. The indepen- 

ent New Zealand Institute of Econo- 
mic Research predicted on 21 March a 
contraction of 1.5% in the 1986-87 year. 
An upturn is not expected until towards 
the end of that year. 

All is not gloom, however, though 
inflation is high by comparison with 
other OECD countries, it is falling — 
from a high of 16.3% in the year to Se 
tember 1985 to an estimated 14.3% in 
the year to March, and a forecast 12.7% 
in the year to September 1986, just be- 
fore the introduction of GST adds an es- 
timated 5%. 

And, whatever the pressure, the 
government has shown no sign of re- 
treating from its policy stance. 
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By Paisal Sricharatchanya in Rangoon 
l When most of South- 
east Asia was hit by 
the global recession 
of the early 1980s, it 
looked as though Bur- 
ma’s isolated economy 
would come through 
relatively unscathed. 
But despite its obsessive closed-door 
policy which can keep out many of 
the world’s economic draughts, the 
country is now caught in an econo- 
mic slowdown. Volatile world condi- 
tions — particularly declining prices 
of rice, the country’s most important 
export item — are partly to blame. 
But of equal importance, the burcau- 
cracy continues to be plagued with 
an ingrained inefficiency, 
while the regime’s unrelaxing 
xenophobia has deprived the 
country of much-needed 
foreign capital and technol- 
ogy. 

The gloomy picture today is 
highlighted by — economic 

owth that falls far below the 
ate 1970s’ average. Export 
earnings have shrunk in recent 
years and imports have been 
drastically cut in the face of se- 
verely depleted foreign-ex- 
change reserves, which in turn 
hurts the manufacturing sec- 
tor. 

Despite the government's 
cautious policy, foreign bor- 
rowings have soared, partly to 
finance imports and to fund 
selected — import-substitution 
industries. External debt is 
variously estimated at US$2.6- 
3 billion, with a debt-service 
ratio reaching the dangerously 
high level of nearly 6095 of 
foreign-exchange ^ earnings. 
The country's international 
creditworthiness has clearly di- 
minished, as speculation grows 

. over the possibility of a debt re- 
scheduling. 

The government puts inflation dur- 
ing the past two years at 5% annually. 
but owing to a thriving black market — 

variously estimated to be about 30-50% 
the size of the official economy — most 
analysts reckoned the real cost of living 
has risen at least 10-20% over the past 
year. 

There appears to be more money 
about in Rangoon than previously, but 

distribution of the new-found affluence 

is very uneven. The beneficiaries are 
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a small, privileged group of military of- 
ficers, leaders in the government and 
the ruling Burma Socialist Programme 
Party (BSPP), senior bureaucrats plus 
Chinese or Sino-Burmese traders. For 
the majority of Rangoon’s estimated 3.5 
million population, recent months have 
been tough, with the imposition of a 
series of restrictive measures — notably 
the demonetisation of currency notes 
and the forced scrapping of old motor 
vehicles, 

Except for some scattered electriti- 
cation and water-supply development, 
conditions in. the countryside have 
shown little change. Owing to a long- 





Cx nm - 


TOS £AISAL Srl 





adjusting them to reflect market trends 
and thereby risking higher inflation — 
the average Burmese farmer today is 
probably worse off than five years ago in 
terms of real earnings and purchasing 
power. 

Economic growth averaged about 
6.5% annually in fiscal 1977-78 (end- 
ing 31 March) and 1982-83 thanks 
to a number of favourable factors. The 
successful introduction of high-yield 
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Burma suffers economic ills behind closed doors 


Isolation patient 





varieties contributed to a surge in paddy 
production in a buoyant world market. 
However, output appears to have level- 
led off over the past three years. Ac- 
cording to a Western agency agricul- 
tural expert, paddy production, put at 
14.3 million tonnes in 1984-85, is esti- 
mated to have risen to no more than 15 
million tonnes in 1985-86. 

As a result of accelerated deve- 
lopment, onshore oil production rose 
steadily in the late 1970s, peaking at 
more than 11 million barrels in 1979-80 
and enabling the country to export one 
shipment of 1 million barrels to Japan in 
that year. Output has since tapered « 
to about 8-9 million barrels annually. 

During the second (semi-annual) 
session of the Pyithu Hluttaw 
(People's Assembly) in March, 
the government announced an 
average 5.5% annual GDP 
growth during the fourth four- 
year plan (ending the same 
month) — or a 98.4% achieve- 
ment of the plan target. Ac- 
cording to the announcement, 
GDP at constant prices rose 
from Kyat 16.7 billion (US$2.3 
billion at the official exchange 
rate) at the start of the plan 

eriod in 1981-82 to Kyat 20.7 
billion at the end. 


TUM ANY , 


ut the official growth 

figure is viewed with 
scepticism 4n many quarters. 
For one thing, the accuracy 
of government statistics is 
doubtful. In a formal tr 
cognition of discrepancy, t... 
government conceded at the 
fifth party congress in August 
that some state  corpora- 
tions had falsified figures to 
achieve production targets on 
paper. 

The combination of various 
unfavourable trends — notably 
the marginal increase in the 


— agricultural sector (the largest. 


accounting for nearly half of GDP), 
reduced output of oil and selected 
manufactures, plus a sharp decline 
in export earnings — has led to a 
common conviction among indepen- 
dent analysts here that the actual 
growth performance, especially over 
the past two years, is far below the 
official claim, Commenting on the year 
ended March, a Western embassy 
economist said growth was either margi- 
nal or nil. 
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The country’s external trade has con- 


tracted sharply. According to an au- 
thoritative Western bank estimate, ex- 
ports have declined about 50% in US- 
dollar terms since 1981. The shrinking 
foreign-exchange earnings prompted 
the government to cut back on imports 
by an even larger proportion. 

According to official Ministry of 
Planning and Finance statistics, exports 
dropped 15% in calendar-year 1985 to 
Kyat 2.7 billion. On a fiscal-year basis, 
some Kyat 2.3 billion worth of goods 
had been shipped up to 10 March, rep- 
resenting only around half of the 1985- 
86 Kyat 4.4 billion export target. Al- 
though it is customary to rush through 
exports in the final month, achievement 
of the target appeared highly unlikely. 

Owing to declines in both volumes 
and prices, rice — traditionally the 
biggest export item — was surpassed by 
teak and hardwood for the first time in 
1985. Rice exports fell from Kyat 1.17 
billion (or 37% of total exports) in 


% Of the total) in 1985. Teak and 


XU 1984 to Kyat 670 million (or 


^" foreign-exchange 


ardwood exports, meanwhile, rose 
marginally to Kyat 1.1 billion over the 
same period and accounted foi 
40.5% of total export last year. 
In volume terms, rice exports 
which topped 800,000 tonnes 
annually a few years ago may 
reach only 600,000 tonnes in 
1985-86. 

Meanwhile, official data 
shows imports rising 19% to 
Kyat 2.4 billion in calendar 
1985 but this remains a far cry 
from the peak of Kyat 5-6 bil- 
lion in 1982-83. Given a drastic 
depletion of toreign-exchange 
holdings at the Union Bank of 
Burma (the central bank) 
now estimated at US$50 mil- 
lion, or US$80 million less than 
a year ago — the government 
has adopted a stringent policy 
alloca- 

ms to State corporations, in- 
-vilving cutbacks of 50% in 
most cases. This has contri- 
buted to a shortage of raw mat- 
erials and parts which has ad- 
versely affected the production 
of manufactures such as tex- 
tiles, pharmaceuticals and 
other basic consumer items. 

The foreign-exchange 
shortage has prompted the 
government to invoke, for the 
first time, a pre-payment system on a 
portion of the teak exports. Export of 
unprocessed logs is normally carried out 
in two forms: through competitive bid- 
ding and allocations to traditional 
clients (private buyers from Thailand, 
Singapore, Hongkong and Japan). 

Sources told the REVIEW that in 
November the state-run Timber Corp. 
summoned representatives of the tradi. 
tional buyers to a meeting and told them 
to pre-pay their allocated consignments 
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(worth about US$200,000 each) for 
January-June 1986 delivery, Given the 
tacit implication that they would not be 
given further dllocations unless they 
cooperated, most reportedly obliged. 
The pre-payment was obviously meant 
to boost revenue for fiscal 1985-86. 

Partly because of the foreign-ex- 
change pinch and the concern over in- 
curring more debt, the government has 
adopted a delaying tactic in signing the 
contracts for some projects requiring 
high import contents — including one to 
upgrade the Rangoon power-distribu- 
tion system. The concern over high in- 
debtedness has also contributed to the 
indefinite postponement of the ambiti- 
ous and costly Martaban offshore natu- 
ral-gas development project. 


ee soaring external debt, which 
nearly tripled from just US$1 billion 
in 1979, has been incurred largely to fi- 
nance imports and fund infrastructural 
development as well as import-substitu- 
tion industries (such as cement and fer- 
uliser). Although a few of these projects 
have been completed on time, most 
others appear to be fraught with delay 
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Rangoon port: shrinking export earnings. 





due to cement and diesel fuel shortages. 

According to a US Embassy econo- 
mic report dated July 1985, the World 
Bank-financed Kinda Multipurpose 
Dam (near Mandalay) was completed 
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Concern over debt: page 116 


Money problems linger: page 118 
More-modest targets: page 118 
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— ahead of schedule — during 1984-85. 


But another similar ADB-financed dam . 


at Sedawgyi (also near Mandalay) was 
delayed. 


At the time of publication, the report — 


anticipated that the completion of new, 
and rehabilitation of old cement plants 
would spur aggregate production from 
328,000 tonnes in fiscal 1984-85 to 
550,000 tonnes in 1985-86. But due to li- 
mited progress and technical problems, 
the current production level is believed 
to remain unchanged. Meanwhile, the 
production of fertiliser and natural gas 
is said to be on the rise. 


Set against the prospect that ex- 


— 


port earnings are unlikely to grow by 


an 
able 
vice ratio has prompted speculation 
in some quarters that the Burmese may 
be forced to reschedule debt repayment 
soon. 

“Given that maturities are scheduled 
to remain at a high level over the next 
two to three years, the likelihood of 
some form of debt restructuring is 
clearly growing, though the burden 
would — be carried largely by 
the bilateral donors,” com- 
mented the Western bank's re- 
port. An Asian embassy eco- 
nomist predicted that debt-re- 
scheduling would be a real pos- 
sibility in three years — if pre- 
sent trends continue. 

Japan is by far the largest 
lender/donor country, ac- 
counting for roughly a third of 
Burma's total debt. During a 
January meeting in Tokyo of 
the World Bank-coordinated 
group of donor countries, it 
was agreed that Burma would 
require about US$500 million 
annually in long-term soft 
loans during the fifth four-year 
plan (beginning April 1986) — 
of which Japan would account 
for about half. 

For the time being at least, a 
debt rescheduling is ruled out, 
largely on political grounds. 
“The country has maintained 
an excellent record on debt re- 
payment. Defaulting on loans 
would deal a serious blow to its 
international prestige. This 
is something the leadership 
would try to avoid at all costs,” 
commented an observer whose 
view is shared by other long- 
time Burma watchers. 

During the Tokyo meeting, the then 
deputy planning and finance minister 
Maung Shein (now promoted to the 
Council of People’s Inspectors) report- 
edly .denied the debt-rescheduling 
speculation. 

Theoretically, Burma could borrow 
about 300 million special drawing rights 
(SDRs, worth some US$337 million) 
from the IMF in stand-by and compen- 
satory financing, but this too appears 


significant amount in the foresee- — 
uture, the near-60% debt-ser- — 
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ist year about ilie possibilit 
programme, he was told th 






rnment policy." 





ittent pressures in the past from the 


ider ageing strongman Ne Win is not 
prepared to alter the long-standing po- 


low 
nergy prices and procurement prices 


erest rates. 

Against the official exchange rate of 
t 8.3:US$1, the black-market rates 
“hover around Kyat 30. Petrol offi- 
y sells for Kyat 3.5 a gallon, but 
k-market prices have risen to Kyat 
Against the government procure- 
it price of Kyat 900 per 100 baskets 
46 Ib each) of paddy, farmers could 

yat 2,500 from black-market sales. 

hile, state bank lending rates 
e from 8-1196. 

ne thing the government does ac- 
owledge is the need to spur exports. In 
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| Total external debt 
(Left hand scale) 


Debt service ratio | 
(Right hand scale) | 


eport to the latest Pyithu Hluttaw 


port prices are falling, it is having to 


ease in the debt burden." 

An export-promotion supervision 
mmittee has been established; plans 
ve been drawn up to meet the export 





w export item. 


lity markets, the prospect of boost- 
orts does not seem bright in the 
erm. And Rangoon has apparent- 
en stock of this. Against tlie re- 

4:5% average annual growth 
for the newly launched fifth 
government has projected 
row by only 3. 6% in the fi E 


fund conditionality Was "contraty T 
his in effect means that despite i in-. 
MF and World Bank, the leadership | 


uy of an overvalued currency, unrealis-. 
government-controlled 4 





arm products, plus subsidised in- | 


| country’s burgeoning : external debt was 


US$2.6-3 billion — set against a precari- 


| which projected an outlay of about 


ssion, the Deputy Prime Minister for - 
ining and Finance Tun Tin said: “As” 
port prices are rising while Burma’s > 


“strict in exports, an in taking loans | 
1 abroad, so as not to permit an in- jq 


argets of rice, beans and pulses, and at- | 
empts are being made to sell fruit asa | 


-But given present weak world. com- | 


Brunei under long-term contracts up to 


project in the past, Maung Cho had in 
effect staked — political. future on. 


After years of prepa- 
ration and much ex- 
pectation, the Bur- 
ma Government has 

uietly. decided to 


— project in the Gulf of 
Maraban. The ambitious scheme, pro- 
jected to cost between US$600 million 
and US$1 billion, would have earned 
much-needed foreign exchange and 
helped rectify a chronic domestic oil 
shortage. 

Burmese officials recently told m4 
resentatives of the World Ban 
selected donor countries and visiting 
foreign businessmen that. they wanted 
to re-evaluate the project in light of the 
weak world market for gas-derived pet- 
rochemical. products. Lack of local 
financing was also cited as another 
reason. 

However, most analysts suspected 
that the government’s concern over the 


an equally important factor behind the 
decision. Given total debt estimated at 


ously high debt-service ratio of nearly 
60% — a project this size could have 


a catastrophic effect on Burma's debt- 


servicing capacity - in the years to 
come. 

Petro Canada, which completed a 
feasibility study on the project in July 
1985 with Canadian Government fund- 
ing, estimated a US$600 million invest- 
ment. But sources say that this is consi- 


dered too low by the World Bank, 


US$1 billion. So far, Rangoon has not 


decided on who should do the re-evalua- - 


tion. 
Following a World Bank-coordi- 
nated meeting of Burma's donor coun- 


tries in Tokyo in January — during 
-which the subject of the p 
was broached — some japanese offi- 
cials are under the impression that the 
project may be delayed for as. long as 


five years.. 

The Petro Canada study already re- 
presents a trimmed-down version of the 
original, more ambitious scheme con- 
ceived by the No. 2 Industry Minister 
Maung Cho. A liquefied natural gas 
(LNG) component was dropped in view 
of the high investment cost and the un- 
certain marketing prospects in Japan 
and South Korea. Asia’s only two 
LNG-consuming countries have com- 
mitted supply from Indonesia and 
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By speaking confidently about the 





shelve a costly na-. 
tural-gas development 


stponement 


the scheme. Now that. it is not. going P. 
ahead as planned, his power in energy- | 


related affairs seems to be partially re- 
duced. 

For a brief period last year, he was 
appointed to concurrently head the 
newly created Ministry of Energy, but 
this latter job was lost to Sein Tun in a 
cabinet reshuffle in October. According 
to sources, Maung Cho fell ill with 
throat cancer late February and was 
flown to an unspecified West European 
country for treatment. 

The revised scheme called for the 
production of ammonia and urea for ex- 
port, and methanol for conversion to 
petrol for domestic use. Thus, the pro- 
ject would have served the dual purpose 
of boosting foreign-exchange earnin 
as well as easing the domestic oil shory 
age. — 
Gas production was to have come 
from an area 90 km south of the 
Irrawaddy Delta in the Martaban Gulf, 
where previous exploration confirmed 
P estimated 4 trillion ft? of reserves. 

part from the- production facility, 
a er components were to include a 
pipeline to shore, an onshore petro- 
chemicals plant and a loading termi- 
nal for export by sea. 

Under the tentative plan prior to the 
latest decision, the development (pro- 
duction faci lity) and pipeline were to be 
financed respectively by the World 
Bank and the Asian Development Bank 
(ADB), while West Germany and Aus- 
tria were to fund and build the pet- 
rochemicals plant. But the ADB was 
said to be reluctant, and Japan was 
being asked to participate in the 


pipeline portion. 


A‘ from the various constraint 
sources said the government al.” 


| felt there were significant onshore Te- 
serves that should be developed.: first, 


Unlike the declining crude production 
— which dropped from a peak of 11 mil- 


lion barrels during 1979-80 to an esti- 
mated 8-9 million barrels annually over 


the past two years — natural-gas pro- 


duction appears to be on the rise. 


The government recently announced 
that natural-gas production (mostly 
from the Irrawaddy River's west bank in 
central Burma) rose from 14.8 billion ft? 


in fiscal 1981-82 to 32.6 billion ft3 in fis- 


cal 1985-86, but private estimates put 
current production at 20% below the of- 
ficial claim. According to a source, the 
proven onshore reserve totals 2 trillion 
ft3, excluding other unexplored, but po- 
tentially large, deposits in the Delta 
area. 
. More emphasis is à arentl ut on 
gas, in light 5r the fies | y hito 
Ina Council of Min 



















of our four 
irements of our U. 





g, securities distribution, tradi 




















t. 





et managemet 








expertise and apial in issuing, distributing and trading 
d anes > se —* | 


up t 











5 
ET 
* 
< 
& 
e 
0 
d 
Co 
ane, 
Q 
z 
" 
iw. 
Q 








topr 
based investment 1 

































— 
anagement Ltd 


. S.G. Warburg, Row 
Mercury Asset 









ondon, New York, Tokyo, Geneva, Zurich, 


, Johannesburg, Jersey 








second semi-annual Pyithu Hluttaw 
(People’s Assembly) session in March, 
rime Minister Maung Maung Kha 
Istated: “Gas has been supplied to fac- 
tories and mills in the Rangoon division 
through pipes, resulting in the conserva- 
tion of stoking oil and diesel. Liquefied 
[petroleum] gas-production projects are 
ing implemented. Since gas is put to 
use as fuel on a [wider] scale, more [oil] 
products will.be available." 

Recent visitors to Rangoon were 

robably surprised to see the absence of 
lo ong queues around petrol stations — a 
common sight in the past. This, how- 
ever, should not be construed as an eas- 
ing of the chronic oil shortage. 

As part of a series of restrictive mea- 
sures, the government last November 
imposed a new regulation which effec- 
tively banned more than 10,000 old ve- 
hicles, aged 24 years or more, from the 
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streets. The official reason given for the 
ban were that these vehicles were 
hazardous to road safety. Most private 
analysts, however, concluded that the 
real motive was to cut their artificial 
petrol demand, and do away with the 
embarrassment that the long queues 
have caused. 

The sharpest impact from the dere- 
istration has been a 50% hike in 
lack-market petrol prices. Officially, 

and for a long time, petrol sells for Kyat 
3.5 a gallon. Private vehicles and cars- 
for-hire are allocated a daily ration of 3 
and 5 gallons respectively. 

But because the ration is insufficient, 
particularly for the Rangoon taxis and 
private commercial vehicles plying up- 
country routes, old vehicles that were no 
longer in running condition but still pro- 
perly registered sold their ration in the 

lack market at a hefty profit. Against 
about Kyat 20 (61 US cents) a gallon be- 
fore, black market prices have now climb- 
ed to about Kyat 30 as the deregistration 
rids the market of an enormous supply 
— while demand remains unchange d. if 
not rising. — Paisal Sricharatchanya 
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Demonetisation fails 
to halt illicit trading 


undermined | 
in 


Already 
| by soaring prices 
tthe black market 
where most people go 
for basic consumer 
| goods which state pro 

duction lines. cannot 
supply — the average 
Burmese's economic h; irdship has been 
further aggravated by a series of restric- 

tions, which have recently been im- 
posed. 

The restriction with the widest im- 
pact, affecting virtually every house- 
hold, was last year’s demonetisation 
(REVIEW, 14 Nov, '85). The measure ts 
still troubling many who have not been 
fully recompensed for the old notes they 
turned in. Although no official reason 
was given, the move was clearly aimed 
at those who had acquired large sums 
through illegal means. These included 
black marketeers, drug traffickers and 
the odd collection of ethnic rebel groups 
in the country's frontiers, which have 
been waging a protracted armed strug 
gle against Rangoon for autonomous 
rule. 

But many “honest” citizens — low 
ranking civil servants, petty merchants 
and ordinary townspeople — were also 
hurt in the process. Although the mea- 
sure appears to have been planned for 
some time — the new notes, printed in 
West Germany, arrived in Rangoon on 
a Lufthansa flight in June, or five 
months before the demonetisation an 
nouncement — it took the whole coun- 
try by surprise 

















At the outset, the government appa- 
rently intended to be lenient with the 
poor. Under the first announcement on 
3 November, depositors surrendering 
demonetised bills not exceeding Kyat 
5,000 (US$600 at the official rate) in 
total were to get an Immediate refund. 
For the rest, half was to be refunded at 
first, and the other half only if the de- 
positor could prove that the money had 
been acquired legally and taxes had 
been paid. The deadline for surrender 
was to be 31 December 1985. 

Despite government precautions — 
every household head was required to 
sign on every old note he surrendered, 
with the distinct implication that he 
would be prosecuted if he could not 
properly account for the money — thay 


loophole from the first order quickly be 


came clear. There were reports of ex- 
tensive abuse, as the urban “moneyed” 
men and armed insurgents in the coun- 
tryside hired poorer folks to take advan- 
tage of the Kyat 5,000 immediate refund 
giving the hirelings about Kyat 1,000 
"commission." 

5o the government on 15 November 
issued a second order, scrapping the 
Kyat 5,000 immediate refund and giving 

each depositor an initial refund of only 
25% — with the rest to be paid only 
after investigation. The deadline was 
also brought forward by one month, to 
30 November. 

Informed Burmese sources told the 
REVIEW most of those who surrendered 
amounts of Kyats 1,000, 3,000 and 
10,000 have been fully refunded. But a 
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Setting the sights at a 


more modest level 


Reeling after years 
of export-earning de- 
clines and a domestic 
slowdown, Burma is 
setting more modest 
growth targets under 
the newly launched 
fifth four-year plan 
(April 1986-March 1990). The fifth con- 
gress of the ruling BSPP decided in Au- 

ust on a 6.1% average annual gross 

omestic product growth target over the 
next four years, but following a meeting 
with the World Bank and donor coun- 
tries in Tokyo in January, this was cut 
back to 4.5% 

Aside from the scepticism voiced by 
the World Bank over the original esti- 
mates, the revision was also a tacit gov- 
ernment admission that, despite the 
country's closed-door policy, Burma 
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could not and would not be shielded 
from global economic conditions. 

In summarising the just-ended 
fourth plan and outlining details of the 
new plan, Deputy Prime Minister for 
Planning and Finance Tun Tin told a 
Pyithu Hluttaw (People's Assembly) 
session on 10 March: “Burma had to 
embark on the fourth plan amid interna- 
tional economic difficulties. She, too, 
like all other developing countries, had 
to suffer quite heavily from repercus+ 
sions of the international economic de- 
cline . . . export earnings fell a lot more 
than anticipated, and bv inter-relation, 
imports, investments and some [areas 
of] domestic production declined . . ." 

The new growth target — based on 
projections that GDP at constant prices 
would rise from Kyat 20.7 billion 
(US$2.8 million) now to Kyat 25.2 bil- 
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large number of those who turned in 
sums of Kyat 5,000 are still being inves- 
tigated. According to the sources, about 
300-500 people were arrested in Ran- 
goon for acting as hirelings, with an 
equal number taken into custody in all 
up-country towns, 

Observers say the government's aim 
of under-cutting the armed insurgents 
and black marketeers was probably 
achieved, to an extent. But in the ab- 
sence of any announcement on figures, 
accurate assessment is difficult. In the 
previous demonetisation, in 1964, only 
80% of the demonetised notes were 
turned in. According to the Union Bank 
of Burma (the central bank) statistics, 
currency in circulation totalled Kyat 13 
billion in October, a month before the 
demonetisation order. 

Sources said smuggling was dis- 
rupted in the initial months as the Kyat 





100 notes — the largest denomination 
which was commonly used by black mar- 
keteers — ceased to be legal tender. 
(The order also nullified Kyat 50 and 20 
bills, but these were withdrawn from 
circulation some years ago.) However, 
the illicit trade is said to have returned 
to normal now. 

Due to state-production shortfalls, 
most Burmese have for long relied on 
smuggled items from Thailand, China 
and India, ranging from rubber sandals 
and textiles to pharmaceuticals and 
transistor radios. Along an extensive 
web of rebel-controlled routes on the 
Burmese-Thai border and estimated to 
be worth Baht 10-15 million (US$370- 
555,000) daily, smuggling from Thai- 
land is substantially more than either of 
the other countries. However, the two- 
year-old Burmese army campaign 
against Karen rebels on the eastern bor- 
der has made the movement of illicit 
Thai goods more difficult, resulting in 

rice increases of around 20% in the 
angoon black market. 
eanwhile, the deregistration of old 
vehicles dating back 24 years or more, 
ordered at about the same time as the 
demonetisation, seems to have affected 
a limited number of vehicle owners. An 
estimated 10,000 such vehicles were lit- 
erally disbanded from the streets, and 
the value of cars nearing the deregistra- 
tion age limit has been cut by more than 
half (from an average Kyat 40,000 a 
vehicle before the order). There was 
no government compensation of any 
form. 

The authorities claimed such ancient 
vehicles were hazardous to road safety, 
but most private analysts contended the 
government wanted to cut their artifi- 
cial petrol demand. 

— Paisal Sricharatchanya 


lion at the end of the fifth-plan period — | and pulses, groundnuts and sesame. 


^ one percentage point lower than the 

5% average annual growth Burma 
«aims it achieved during the fourth plan. 
Independent analysts, both local for- 
eign, believe actual performance, par- 
ticularly inthe past two vears, waslower. 

The new economic blueprint, duly 
passed at the latest Pyithu Hluttaw ses- 
sion, was based on target proposals 
from people's councils from around the 
country, and later processed by the 
Council of Ministers. The growth of per 
capita output, officially put at 3.4% a 
year under the fourth plan, drops to a 
projected 2.1% in the new plan. 

Tun Tin's report gave a fairly com- 
prehensive summary of the fourth-plan 
achievement. Agriculture (the largest 
sector, accounting for nearly half of 
GDP) registered a 4.7% average an- 
nual growth. Given the marginal in- 
crease in paddy production — output 
rose only 2.3% over the four-year 
period to about 14.5 million tonnes — 
the sector's total growth is probably 
due to larger production gains in beans 





The other key indicators (and their 
average annual growth) include: live- 
stock and fishery (6.4%); forestry 
(4.1%); mining (12.7%); manufactur- 
ing and processing (6.1%). 

No sectoral breakdown for the four- 
year period was given, but the report 

ave a below-average growth estimate 
or the first year (fiscal 1986-87). GDP 
growth was put at only 3.6% — or 
nine-tenths of a point lower than the 
fifth-plan average — while per capita 
output would expand at an even lower 
rate of 1.6%. Other projected in- 
creases: 2.2% in agriculture, 4.6% in 
livestock and fishery, 2.8% in forestry, 
5.3% in mining and 5.1% in manufac- 
turing and processing. 

By the end of the new plan, produc- 
tion, services, and trade will constitute 
54.4%, 25.6% and 20% of GDP, re- 
spectively. The state, cooperative, and 
private sectors would, respectively, ac- 
count for 40.9%, 9.2% and 49.9% of 
the total ownership structure. 

— Paisal Sricharatchanya 
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A tale of black boxes and m 


€ AFTER visiting the semi-computer- 
ised new Stock Exchange of Hong- 
kong and the soon-to-be wholly com- 
puterised Taiwan Stock —— 
(TSE) recently, Shroff was struck by the 
amount of mumbo-jumbo talked about 
automated stock trading, especially by 
people who do not understand the basic 
principles. Fortunately those people 
seem to be confined to the ranks of off- 
market critics in Hongkong, whereas in 
Taipei they appear to be very much in 
control of the market. 

In both Taipei and Hongkong there 
is a happy band of enthusiasts (purists) 
whose ideal stockmarket would have 
stocks but no marketplace and where 
buy and sell orders were simply keyed 
into computer terminals that would 
papan do the best deal possible for 
both sides. Out would jump a contract 
untouched by manipulative human 
hand. Would that such a magic machine 
existed: Shroff would be happy to let it 
write this column for him. 

Computers are to the stock trader 
very much what a word processor is to 
Shroff: a marvellous tool for improving 
the speed and efficiency of an essen- 
tially human function, be it dealing or 
writing. So, applaud the semi-auto- 
mated stock-trading system which 
ig, ee has opted for, and poen for 
the Taipei brokers who are having a 
completely automated system forced 
upon them by benighted bureaucrats. 

An ideal marketplace obviously 
would be one where every buyer and 
seller could be aware of all bids and 
offers by other parties. Since that is 
well nigh impossible, short of having a 
large chunk of the population contin- 
uously trading their shares in one vast 
marketplace, most countries have opted 
for one form or another of limited- 
. participation marketplace. 

The advent of computers 
——— to some to obviate 

e necessity of a physical 
marketplace because ma- 
chines are capable of match- 
ing buy and sell orders auto- 
matically, and they are wide- 
ly available too — if not in 
every home, then probably 
at least to those who can 
afford to own shares. This 
elegant bit of economic 
theory appears to have pos- 
sessed Shen Pei-ling, chair- 
man of Taiwan's all-power- 
ful Securities and Exchange 
Commission (SEC), but 


seinen tl a computer ex- 
pert with the Ministry of Fi- 
nance. | 


The TSE has conse- 
quently been ordered to 
computerise all dealings in 
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the stocks of all 127 companies listed — 
not only the smaller, category B stocks, 
which have already been automated, 
but also the larger and generally more 
active A stocks. What is presently still a 
highly active little trading floor in Taipei 
could become a morgue if the bureau- 
crats have their way. 

e SHEN and his colleagues in Taipei 
are convinced of the basic dishonesty of 
brokers, and a local business press 
which is not averse to a bit of dishonesty 
itself when it comes to financial gain has 
painted a black picture of market prac- 
titioners to the public. As a result, 
Taipei looks like becoming the only 
stockmarket in the world — except for 
Toronto where they have given these 
things a bit more thought — to kick 
stockbrokers off the floor. 

Shroff's defence of the brokers has 
nothing to do with nostalgia for old 
ways. The profession, like most others, 
has its fair share of rogues and they do 
need policing. But the automatic order- 
matching system so beloved of the SEC 
in Taiwan, and of some in government 
and business in Hongkong, has one 
basic disadvantage: it can match buy 
and sell orders only at a fixed price and 
for fixed quantities of shares. 

The way round this is to allow the 
broker to see on his screen what other 
bids or offers — the “queue” — are in 
the system before he deals. Taiwan’s 
SEC has said no — if all shareholders 
cannot see what is on offer then neither 
should the broker. Since no one can 
guarantee that every shareholder has a 
teletext in his home, let alone watches it 
every day, this means Taipei will be- 
come a closed-circuit market in the 
worst sense of the term — a “black box” 
or "TV game.” Ironically, it could be- 
come à highly manipulated one, too, if 
local brokers sense that a 
major buyer (such as one of 
the newly created foreign 
or local investment trusts) 
i$ in the market and choose 
to collude on their offer 
price for a particular stock. 

The queue system would 
help prevent that, espe- 
cially if supplemented by 
Toronto-stylé registered 
traders dealing on their 
own account and able to in- 
ject their bids or offers 
onto the dealing screen at 
any moment to compete 
with those of brokers. If 
you are intent on compu- 
terising, this is probably 
the optimum approach: let 
everyone with a screen see 
what every broker and 
dealer is offering at any one 
time and maximise liquid- 
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ity by bringing in traders as well as brok- 
ers. Or add in Japanese. saitory-type 
operators who decide the price at which 
buyers and sellers are matched. 

But why bother when you can opt for 
a Hongkong-type solution where, on 
the new trading floor in Exchange 
Square, computer terminals are to the 
broker much what the old price board 
was in the four previous exchanges — a 
means of seeing who is offering what. 
The screen displays, for instance, the 
lowest and second-lowest offer prices 
for the benefit of bidding brokers and 
the code numbers of selling brokers pre- 
pared to deal at that price. It is then up 
to the brokers to deal by telephone or 
even by walking across the floor if they 
choose. There is no computer matching 
but there is liquidity. As Ronald Li, t 
chairman of the amalgamated new €x 
change, put it to Shroff: *We have an 
automatic card shuffler but the players 
still play the game." 

The analogy is a bit unfortunate 
since it is the “casino” element which a 
senior SEC official in Taipei told Shroff 
the previous week they wanted to stamp 
out of their market. Brokers who are 
not above buying on their own account 
and then selling on at a margin to a 
client who has already placed an order 
(instead of acting as a straight inter- 
mediary) is what the SEC aims to stamp 
out through computer matching. 

Li admits that could happen in 
Hongkong but he is probably right in ar- 
guing that, with plenty of traders on the 

oor, word soon gets round about that 
sort of thing. And all transactions are 
both computer and voice-recorded. 
Continuing the gambling analogy, the 
Hongkong system saves a broker (and 
thus his client) from having to reveal | 
hand and sell in one go at a predet 
mined price, however many stocks he 
has offered for computer matching, 
when he could have benefited from see- 
ing which way the market was moving. 
Ditto on the buying side. 
€ TAIWAN should, in any case, be 
cleaning up its act in more important 
ways. Among the two dozen or so listed 
stocks on the TSE designated as “re- 
quiring full delivery" are some belong- 
ing to companies that not only no longer 
pay dividends but have actually gone 
out of business — even though they 
have yet to be declared bankrupt by the 
courts. These stocks still trade actively. 
In part, this bizarre practice is defended 
as a (misguided) way of protecting small 
shareholders. In fact, it shields more 
sinister activities by underworld-con- 
nected syndicates which bid up the 
prices of these ghost stocks only to 
dump them on small investors — and 
who are not averse to having beaten up 
officials who try to put a stop to it. 
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Did you know that the world’ largest 
passenger ship now cruises the 
Caribbean under the Norwegian flag? 





Head office Wholly owned subsidiaries 

OSLO AMSTERDAM: HONG KONG HOUSTON 

Den norske Creditbank DnC Ship Mortgage International Bank N V DnC Limited Den norske Creditbank Finance Corporation 
Kirkegt 21. Phone (2) 48 10 50 Keizersgracht 530-534. Phone: (20) 22 29 12 Two Exchange Square 16th floor Phone: 526 59 26 7100 Milam, Suite 2770. Phone: (713) 757 12 81 





Representative offices: Beijing, Cairo, Dubai, Düsseldorf, Gothenburg (exp to operate as subsidiary May 1986) Hamburg, Hong Kong, Houston, Osaka Rotterdam, Sao Paulo, Sydney and Tokyo. Consultants Bangkok. Jakarta and Lagos 


aelps you realize good ideas. 


One autumn day, six years ago, Knut Kloster, a Norwegian 
shipowner, came to DnC with an idea. He wanted to buy a 
huge Atlantic steamer and convert it to a modern cruise 
vessel. 





The ship in question was not just any ship. She was the 
S/S France, the world’s largest passenger ship, out of 
operation because of the price of oil. But according to 
Mr. Kloster the ship represented an interesting and 
profitable future as a cruise vessel. 





DnC saw the possibilities and arranged a suitable financial 
package. Today, she is the S/S Norway, with a commanding 
position in Norway's cruise fleet. 


DnC — a name worth remembering. 
DnC is the emblem of Norway’s leading bank, Den norske 
Creditbank. In order to establish the DnC group identity 
worldwide - those wholly owned banks and offices which 
previously did not bear the DnC name have changed their 
name during the early part of 1986. 


Our strength lies in our know-how and creativity. In all areas 
of international banking and corporate finance. The DnC 
Group - where good ideas can be realized. 


Nordic Asia Ltd. Hong Kong and 
Nordic Bank PLC Singapore Branch 
have therefore changed their names. 


We are part of Den norske Creditbank - known around the 
world as DnC - Norway's leading bank. Effective 1 January 
1986 our names are: 

DnC Limited, Hong Kong and Den norske Creditbank 
Singapore Branch. 


Den norske Creditbank Singapore Branch 


Singapore Dn C 


DnC Limited Hong Kong 








LONDON LUXEMBOURG NEW YORK SINGAPORE 
Den norske Creditbank PLC Den norske Creditbank (Luxembourg) S.A DnC Amenca Baniung Corporation Den norske Credithank, Singapore Branch 
20. St Dunstaris Hill. Phone: (01) 621 1111 21, Bd du Prince Henri. Phone: 21 101 600 Filth Avenue. Prone (212) 315 6500 22.01 Robina House, 1 Shenton Way Phone: 220 6144 
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CHANGES 


The sparkling changes at the Hongkong 


Hilton are crvstal clear. From the lighting 


fixtures in the Main Lobby to the table 


settings in the Grill, the Hilton has taken on 


a quiet elegance 


Over the past year, a great deal of time and 
effort has been spent to create its new look 
The renovation, the most extensive in the 
hotel's 22 vear history, has included all 800 


Guest Rooms, the Function Rooms, all 
Restaurants and the Main Lobby. 


In addition. there are three new Executive 


Floors and a splendid Executive Lounge. 
These are just some of the sparkling 
changes which have taken place at the 


Hilton and are here waiting for vou to see 





For reservation, call you: 
arni Hilton 
Inte HGItoNad hot io 
Hilton Reservation Servis 


travel agent 
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HONGKONG HILTON || 


Subscribe now 


and ensure your copy each week 
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... plus the Asia Yearbook 


Country 6 months ! year 





HK S! | HK$S3! 








Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind 


Rate: Soft cover US$21.95 or HK$170 (or 
the equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
coupon 


Please enter my subscription for 
3 months 
6 months 
1 year 


Please include the Yearbook at extra 
US$21.95/HK$170. For airmail delivery 
please add: USS6/HK $45 


et seeded Surface mad 


heque payable to Far Eastern Economic Review enclosed 


To: Circulation Manages 
Far Eastern Economic Review, GPO Box 160, Hongkong 
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NOW WE FLY THERE 35 TIMES A WEEK. 


Korean Air now flies to the U.S.A. 
35 times a week from Seoul. And, of 
course, there are convenient connecting 
flights trom all major Asian cities. 

Now there are ten non-stop flights a 
week to Los Angeles, and four direct 
flights. Seven non-stops to New York, 
and three direct flights. No other Asian 
airline flies there more often. And a total 
of eleven flights a week to Honolulu. 
There’s a non-stop flight there everyday. 





Plus, every flight to Los Angeles and 
New York offers the comtorts of Prestige 


Class — extra-wide seats, priority check-in, 


Ñ Taipei Los Angeles 


Hong Kon 
4 Manila : 
Kuala Lampur S Pore 


Bangkok 


Honolulu 


You can get convenient connections 
tothe U.S.A. on Korean Air from all these 
Asian cities. 
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fine wines, and more. It’s the business class 
that gives the travelling businessman the 
prestige he deserves. 

Next time you're flying over to the 
United States, look into Korean Air. 
We've got the service, and the schedule, 
you've been looking for. 


KSREAN AIR 


WE'RE HONORED TO SERVE YOU AROUND THE WORLD. 





TRY A LITTLE HELP FROM A FRIEND 


rt is not one of the things one ordinarily turns other products to be as compact, rational, portable, 


to personal computers for. cost-efficient, and easy to use as possible. 
But then, Epson personal computers are We provide them with the right combination of 
anything but ordinary. technical efficiency, faultless performance and 
At Epson, we think you operational simplicity. 
should be able to depend on E That way, you can count on them even for 


your computer even in the 
most unlikely situations. 
After all, a computer isn't 
called personal for nothing. 
It's called that precisely because 
it's supposed to be tailored to your 
needs. And the more responsive and 
user-friendly a computer is, the 
more personal it becomes. 
That's why we design our 
personal computers, printers and 


something as personal as a self-portrait. 
In need of inspiration? Try a little 
help from your Epson. It could bring 
out the artist in you. 


EPSON 


SEIKO EPSON CORPORATION Head Office: 3-5, Owa 3« home Suwa-s sh Nager 0 Japar Ti 435 EPSON ELECTRONICS (SINGAPORE) PTE., LTD. No 1 Maritime Square 
2 02-19, World Trade Centre, Telok Blangah Rd Sin 53 _ EPSON ELECTRONICS TRADING LTD. 30/F Fer East Finance Centre, Harcourt Road, Central, Hong Kong 
Tei. 5-282555 Te ex 65542 EPSON ELECTRONICS 1 TRADING LTD. (TAIWAN BRANCH) : Wealt fg., 206 Nanking E. Road, Sec. 2 i Taiwan R OC Te 3. 551-6248/9 T 


iet: (02) 536-4339, 551-6248/9 Telex: 24444 
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Hongkong’s mystery storeys 


The Noordin report includes interesting sidelights 


By Robert Cottrell in Hongkong 


alaysian Auditor-General Datuk 
Ahmad Noordin’s report on the 
loan losses recently suffered by the 
state-owned Bank Bumiputra Malaysia 
(BBM) tells of loans made by BBM's 
Hongkong subsidiary, Bumiputra Ma- 
laysia Finance (BMF) without proper 
documentation or security, with little 
regard for the likelihood of repayment, 
and concentrated on a handful of big 
borrowers with which bank officers en- 
joyed unusually close relationships. The 
two-volume report, published with 
three main appendices, gives detailed 
and potentially important insights into 
the way in which business could be done 
ring Hongkong’s property boom- 
b of 1979-84: 

Jalil Ibrahim: Noordin says that in- 
vestigations should be re-opened into 
the murder of Jalil Ibrahim, a BBM in- 
ternal auditor who was found strangled 
in Hongkong in July 1983 while on sec- 
ondment to take over supervision of the 
loan book of BMF. A Malaysian, Mak 
Foon Than, was convicted of the mur- 
der in 1984 and is now serving a life sen- 
tence. 

Mak claimed in his defence that the 
murder was committed by a Korean. 
Noordin says that the sequence of 
events on the day of Jalil's murder, “al- 
though consistent with the total evi- 
dence at the trial of Mak to warrant his 
conviction, in our opinion also gives rise 
to many unresolved events and infer- 
ences as to the actions of the others in- 
volved. It is therefore necessary that 
this matter be further investigated." 

Noordin quotes a letter written bY 
talil to his family but not posted, a wee 

re the murder. Jalil writes that“. . . 

estly, I have reached the limits of my 
patience [in Hongkong]. If I don't have 
the contract at the back of my mind — I 
would give notice of resignation and 
find a less worrysome, less problematic 
job. It seems to me that the reward for 

eing a good worker is to load him with 
more and more problems until he goes 
mad. The problems in Hongkong are 
not my making and from today onwards 
| am going to think of myself and my 
family first and put the interests of the 
bank, the race and the country behind 
me. If those directors had thought of the 
interests of the bank, race and country 
first they wouldn’t have made all those 
blunders in the first place. I have sac- 
rificed enough and suffered enough for 
their blunders and if I am asked to make 
further sacrifices, become another mad 
man by going to the USA then I will not 
hesitate to give them a piece of my 
mind. They can recall me to KL on 24- 


hour notice — that’s fine with me. Basi- 
cally they must know I have had enough 
and mean it.” 
» Auditors: Noordin pursues the ques- 
tion of how BMF and BBM escaped 
audit qualifications to their annual ac- 
counts despite having extended to a 
handful of borrowers what ultimately 
roved to be almost US$1 billion of bad 
oans. 

The report notes that at the end of 
1982, when BMF had made a provision 
of just HK$160 million (US$20.5 mil- 
lion) against potential doubtful debts of 
HK$4.3 billion, a guarantee issued to 
the subsidiary by the parent bank led 
Touche Ross, BMF's auditors, to con- 
sider that “the exposure by BMFL had 





been shifted to Bank Bumiputra,” spar- 
ing the need for an audit qualification. 
The guarantee was footnoted in BMF's 
accounts for the year. 

“It therefore followed,” says Noor- 
din, “that Hanafiah  Raslan and 
Mohammad (HRM) as auditors of 
Bank Bumiputra were responsible for 
ensuring that adequate provisons be 
made in the accounts of Bank Bumi- 
putra for the year ending 31-12-82.” 


he report quotes Datuk Mat Noor, 
HRM's senior partner, describing 
how he was informed that the Malaysian 
Government itself would be backing the 
bank's liabilities and extending a 
guarantee to the auditors. “It was a 
high-level decision. I realised later on 
that somebody said whether this 
guarantee is valid or not valid. To us, it 
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doesn't matter. It comes from some- 
body in authority and said 'This is à 
guarantee.' | am not interested about 
your own procedures . . . You write to 
me a letter, you have the authority to 
guarantee, we accept that . . . So, [in the] 
1982 accounts, there was no provision for 
those huge debts, which to our mind is 
bad and there was no write-off and no 
qualification from the auditors." 

In fact, says Noordin, “the guarantee 
to HRM was never effected." Nor, he 
says, has his committee sighted the 
government guarantee of Bank Bumi- 
putra's liabilities which the bank, in 
a footnote to its 1982 accounts, said it 
had obtained. 

Noordin also cites a memorandum 

sent by Touche Ross partner Arthur Tse 
to Noor on 13 April 1983, discussing 
why the auditors “refrained from com- 
menting” on the “unduly large portion 
of [BME's] loan portfolio" attributable 
to a single borrower. "It is because we 
were politely told," says Tse, "that it 
was a management matter, not really an 
audit matter." 
» Property valuations: the value of 
property was crucial to the profitability 
and solvency of BMF's biggest borrow- 
ers. The Noordin report is studded with 
examples of the elasticity with which 
buildings could be assigned radically 
different values at different, and occa- 
sionally the same, times by different, 
and occasionally the same, valuers. 

Noordin cites, for instance, two valua- 
tions of a well-known Hongkong office 
block prepared by Chris Palmer, part- 
ner in the Hongkong office of property 
consultants Richard Ellis, and pre- 
sented on 31 December 1979, For one 
client, Palmer valued the block at 
HK$1.2 billion on a break-up basis; for 
the other — actually the same person, 
but representing a different company — 
he valued it on the basis of rental projec- 
tions at HK$850 million, and advised 
that a buyer should have the right to 
amend or rescind a purchase contract 
were rent controls to be introduced in 
Hongkong. 

A bank building in Kowloon was, 
Noordin says, valued by Richard Ellis 
on 27 December 1979 at HK$242 mil- 
lion, or HK$272 million with vacant 
possession; and by Jones Lang Wooton 
in February 1980 at HK$140 million. 
More diverse still were the values 
placed upon a parcel of US property as- 
sets due to be pledged by one BMF bor- 
rower as loan security. According to 
Noordin, these assets were at various 
times during 1982-83 valued by a Hong- 
kong agent, A. G. Wilkinson, at 
US$790 million; by a London agent, 
Debenham Tewson and Chinnocks, at 
US$262.5 million; and by a US agent, 
Perini Land and Development, at about 
US$56 million. They were actually sold 
for US$76 million, to a purchaser who 
says he would be surprised if they could 
now be sold for much more than US$40 
million. 
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. By Nigel Holloway in Singapore 

| —Cysipete stockbroking industry has 
| wJbeen taken off the danger list but re- 
| mains in intensive care following the 
collapse of Pan-Electric Industries in 
November. The value of outstanding 
| forward contracts, the main source of 
- the market's instability, has fallen. Yet 
| brokers are strapped for cash, and see 
_ their asset base dwindling because share 
| prices continue to drop. 
— [na statement intended to calm the 
| stockmarket, the Stock Exchange of 
| Singapore (SES) has disclosed how 
_ many forward contracts have yet to be 
fulfilled and their distribution among 
— the brokers. Investors now have a 
— clearer picture of the extent of the dam- 
age arising from Pan-El’s demise and 
_ from the three-day closure of the ex- 

changes in Singapore and Kuala Lum- 

. pur in December. The figures show that 
| the value of the outstanding forward 
contracts fell 39% to S$376 million 
-. (US$172.1 million) in the four months 
- to March. This figure includes the S$120 
million worth of contracts entered into 
|» by Pan-El. 
The largest number of contracts 
|. (90% by value) and the heaviest debts 
are concentrated among six firms. One 
| of these, Lyall & Evatt, is in receiver- 
| ship. Another, E. G. Tan, is in provi- 
| sional liquidation. Lin Securities is hop- 
| ingto stave off a similar fate by offering 
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| By Hamish McDonald in Sydney 


| About 10 Australian stockbroking 
| "firms face questioning by the Na- 
A Companies and Securities Com- 
mission (NCSC) about apparently suc- 


v" 
| tioned 
n- 
| 


cessful efforts by some sharemarket 
| players to lever up prices artificially last 
| month to make a profit on share index 
| futures. 
| | The NCSC investigation is believed 
| to be the first into possible fraudulent 
activity surrounding arbitrage between 
physical and futures trading in share 
prices since the Sydney Futures Ex- 
change (SFE) began to trade share price 
index (SPI) contracts in February 1983. 
| Asinthe US and elsewhere, SPI futures 
| have been one of the exchange's most 
.| actively traded contracts from their in- 


| nek Stockmarket regulators in 


> 
| 
_ | Hongkong and Singapore, which are 


.| both about to launch index futures in 
| markets which are much thinner than 


danger list 


The worst is over for Singapore's stockbroking industry 


b UN 


to repay in full the S$76 million owing to 
its creditor banks. Associated Asian 
Securities is under the management of 
the SES, while City Securities and K. H. 
Lim have appointed independent ac- 
counting firms. City Securities has been 
given until 5 May to work out how to 
repay S$78 million in bank debts. Its ap- 
plication has been approved for a $$3.3 
million loan from the S$150 million 
credit facility arranged by the big four 
local banks, but no money has been 
drawn. 

Other brokers, in a less parlous 
state, are also having a hard time re- 
scheduling their debts, in part because 
banks began scrambling for any avail- 
able assets as soon as the moratorium on 
calling in loans to the dealers expired at 
the end of March. Outstanding loans to 
broking firms fell by 28% to S$763 mil- 
lion in the four months to March, almost 
half of which was owed by the six 
weakest brokers. This figure excludes 
the financing for the forward contracts. 

The credit facility arranged by the 
local banks to shore up the industry is 
due to close to applicants on 15 April. 
Apan from City Securities, only one 
other broker, J. Ballas, has drawn any 
money (S$8.6 million) from the lifeboat 
fund. Ballas’ bank overdrafts have 
dropped by about 85% to S$11 million, 
while Ong & Co., one of the biggest 


| Nasty futures shock 


| ] — Australian markets may have been rigged by index punters 


that in Australia, may observe the in- 
vestigation with more than passing in- 
terest (SHROFF, REVIEW, 30 Jan.). 

Under scrutiny are transactions re- 
corded on 25 March, when the Austra- 
lian All-Ordinaries Index — the overall 
market indicator based on weighted 
movement of 250 stocks representing 
about 90% of total market capitalisa- 
tion — jumped by 12.3 points to 1168.8, 
capping a thundering bull run through 
March that added nearly 115 points. 
The next day the market underwent its 
biggest price plunge in 12 years, when 
the All-Ordinaries Index dropped 42.6 
points or 3.6% of its value. 

This coincided with settlement of 
March futures contracts, a few days 
early because of the four-day Easter 
holiday weekend. Settlement day was 
26 March, when contracts would be 
honoured on the basis of the All-Or- 


L : t "O kers, f na 
loans to a S$185 millio 
secured credit facility, 


SES: a clearer picture. 
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The weak stockmarket is undermin- 
ing brokers in two ways. First, shares in 
uoted firms comprise their chief and 
rends asset. Since the beginning of 
December, the Fraser's Industrial 
Index of 25 stocks has fallen by 14%. 
The widely watched Straits Times Index 
has fallen by 45% since its record high in 
February 1984. Stockbrokers’ margin 
accounts are also in turmoil, because of 
clients’ inability to pay to maintain the 
requisite margin on their holdings. 
Secondly, trading has declined to the 
point where stock-exchange members 
are finding it difficult to service their 


WENDY FORDYCE 


dinaries position at the close of the pre- 
vious day. The SPI futures contract 
takes the equivalent dollar value of the 
All-Ordinaries figure, mutiplied by 100. 
Holders of a March 1986 contract would 
therefore have been owed A$116,8! 
(US$84,086) on settlement day, ar 
would have benefited substantially from 
previous market rises. 


TM NCSC has confirmed that it is 
looking at “unusual” trading in 
about 50 stocks included in the All-Or- 
dinaries basket. These trades included 
payments for shares at higher prices 
than previous market levels, and high 
bids right at the close of trading that 
were not pursued the following day. 
The suggestion is that by bidding for 
thinly traded stocks with high capi- 
talisation (such as Northwest Shelf 
partner Woodside Petroleum, which is 
77% owned by Broken Hill Proprietary 
Co. and Shell) the All-Ordinaries could 
be levered up briefly with compara- 
tively little outlay. 

Without giving details of particular 
stocks or market players, NCSC execu- 
tive director Ray Schoer said: “Various 
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to continue. cc yuting to the 
"Sinking fund am have not been in- | 
formed otherwise. -< 

. «The Monetary Authority of Singa- | 
pore (MAS), the quasi-central bank, is 
keen to see a rapid expansion of equity 
in the brokers themselves. An obvious 

: i eign brokers to take 

! bers. Finance Minis- 
ter Richard Hu, who is also chairman of 
the MAS, told parliament in March that 
a foreign firm might be able to take a | 
stake of up to 49% .in a Singapore 
stockbroker, tl 

be raised in exceptional cases. But pos- 
sible interested parties will not make a 
commitment until the full extent of the 
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n | 
= 
iere appears. to us that there may | 
le been some. manipulation of the | 
sharemarket to make a profit in the fu- | 
tures market," Schoer said. | 
' Some participants in futures trading 
take. a calmer view, pointing out that 
similar volatility in physical sharemar- 
kets around the quarterly futures settle- | 
ment dates has already become part of 
life in markets overseas. While those 
long in March contracts would have 
an e a profit, this would have been re- | 
uce 
p the physical market. | 
hile including its speculator ele- 
t; the SFE has attracted most major | 
estment institutions which find the 
futures a useful tool in hedging | 


somewhat by the outlay in jack- 









p osure to the equity market without | 
a fecting the physical market itself. 

. One institution which emerged ex- 
t tremely well from the March contracts 
was National Mutual Life, the country’s 
und-biggest i insurance group "chi is | 
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The speed of Pan-EI s liquidati 





Temasek Hol dings and a subsidiary of 
shipbuilder Sembawang Holdings, plan 
to acquire the marine-salvage business 
of Pan-El for S$35 million. The salvage 


concern, called Selco, was reckoned to 
be one of the few viable parts of the 


group. 


recently sold for S$8.5 million, against a 
valuation of S$13. 5 million by account- 
ants Price Waterhouse, the provisional 
liquidators, which are also planning to 


| | sell Pan-El's Orchard Hotel in Singa- | 
r pore. The hotel is thought to be the only 


other oe subsidiary and the 
moves 


cue the g group. 

While one prominent (albeit indi- 
rect) shareholder, Tan Koon Swan, 
awaits trial in May on charges of 
stockmarket manipulation and criminal 
conspiracy, Singapore's Commercial 
Affairs — Investigation 
(CAID) is currently searching for an im- 
portant figure in the affair, Peter Tham. 


He was traced to Seattle, Washington | 


and a CAID officer has been despatch- 
ed to plead for his extradition, once 
Tham has been caught. 

.. Tham is being “sought by the au- 
thorities for alleged criminal breach of 
trust in connection with the affairs of 
Pan-El, of which he was a former direc- 
tor. Tham is also a big shareholder of 
Associated Asian Securities and is 


wanted in connection with forged share | 


certificates of Ambassador Hotel where 
he held the post of chairman. 
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also local partner of the newly licensed. 
Royal Bank of Canada. Chief invest- 
ment manager Sam Kavourakis said re- 


| ports that National Mutual had taken 3- 


3,500 March SPI futures contracts in 
September last year were “not far out." 


This had been part of an “overall 
market strategy" rather than any parti- | 
cular focus on the March sharemarket 


situation, Kavourakis said. “As far as 


we are concerned, this [the NCSC in- | 
vestigation] is not into National Mutual.” | 

The commitment to SPI futures re- 
presented about a third of National. 
| Mutual's 
Kavourakis said. But with only about | 


A$600 million portfolio, 


A$1,000 required as immediate deposit, 


the remaining A$100,000 or so for each | 
contract was placed in bank bills and - 
money-market instruments pending set- 


tlement. | 
An astute move such as this would 
appear to have landed National Mutual 
with a profit, based on a gain of nearly 
200 points from around 975 quoted in 
September for the March SPI contract, 


of close to. A$60 million, plus interest. 


from intervening money-market depo- 
sits. 





Another asset, First Building, was 


Department _ 
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4 erating after the announcement | ^ = 
that two government-owned firms, 
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sition derives mainly from his foresight 
in selling off more than half the Worl 


ket. 

















































Eadtom Asia Ni 
private — for re 


By Hobert Cottrell in  Hongkon 


ff ongkong shipowner Sir 
Pao is bidding for t 
minority shareholding in his 
quoted Eastern Asia Na 
(EAN), saying that the genera 
tainty of the shipping sector cas 
on the appropriateness of maint 
its public listing. 
EAN' deputy chairman, Pete 
Woo, says taking EAN private 
give it “more flexibility in com 
cial dealings in a very difficult 
tion. i 
Brokers say that while the off 
likely to be widely accepted, the: ui 
lving reasons for it have not bec 
factorily explained. They specula 
Pao may be preparing a- 
rationalisation of his unwieldy 
rate structure, or that he may be 
full control of EAN'S estim 
HKS$1.2 billion (US$153.8 millio 
cash resources to help fund new inves 
ments in shipping, aviation or. other 
fields. ` 
Pao's HK$1.45-a-share offer values 
EAN at HK$2.4 billion. and represents 
a 7.6% discount to EAN's published ne 
worth. Woo says that EAN's balanc 
sheet "mirrors" those of the privately 
held companies in Pao's World-Wide 
group —- meaning that the private com- 
panies are also net depositors of cash, 
though Woo declines to give any tig- 





Pao’ 3 ‘apparently strong financial; p 


Wide group's tonnage three to fis 
years ago, the start of the current trou 
in. ship values and charter rates, 
placing no major new shipbu 
orders. | 

His situation is radically. differ 
from that of Hongkong's two other. 
shipowning. families, the. Tungs a 
the Chaos, whose. Orient Overseas 

/ah Kwong groups respectiv 
up. insupportable debts 
large fleets throughout.th 
and. which are now both 
debt reconstructions with. 
tors. 

Woo says that E AN'. 20 ENS 
quarter of the total World-Wide fl 
are now on average 10 years old; 
that only six enjoy the security of | 
term charter agreements. Two m 
charters.are due to end within the: 
year, leaving 80% of the EAN flee 
ing on the vagaries of the “spot” 
Under these circumstance 
| Woo, EAN cannot offer its sh 












megs c r di videnc s. i 
| Analysts say they wonder why Pao 
_ took the trouble to float off EAN as a 
| separate public company just 18 months 
| ago by issuing its shares in a one-for-one 
| distribution to shareholders in his pub- 
. lily quoted master-company, ‘World 
. International (Holdings). They say the 
_ market is certainly no gloomiér than it 
. was in 1984, and may even be approach- 
| ing a cyclical upturn. | 
» . Two reasons for taking this view are 
. the recent collapse of world oil prices, a 
| trend which increases the economic at- 
| tractions of shipping oil in tankers from 
. Middle East producers, and the final 
| collapse of several major shipping 
| groups within the past six months, a de- 
. pressant in the short term but clearing 
An the longer term an overhang of po- 
tentially distressed tonnage. 
| These factors provide some grounds 
.. for speculating that Pao's bid for private 
. control of EAN's ships and cash may 
foreshadow a renewing or rebuilding of 
World-Wide's fleet in preparation for a 
. market upturn. 


hs A successful privatisation of EAN 
. would be particularly frustrating 
.. for investors who bought into the stock 
mainly for a ground-floor entry into 
. Dragonair, the one-plane airline 30%- 
| owned by EAN and directed by Pao. 
. While EAN now has only HK$60 mil- 
lion invested in Dragonair, Pao's dip- 
lomatic skills may bring about a rapid 
expansion of the airline's operations 
. and consequently of its need for new 
capital. 
A49 desire by Pao to finance that 
| owtb privately, and possible re-offer 
. Dragonair to the public at a later stage, 
. would be another possible motive 5 
. the EAN buy-out. 
l A third perspective on the EAN deal 
_ is that Pao may be starting to tidy up his 
. corporate structure, which grew un- 
. wieldy with his takeover of the trading 
and property group Wheelock Marden 
| last year. 

. . Pao inherited a number of publicly 
_ quoted Wheelock subsidiaries —— 
property groups Hongkong Realty an 
| Trust and Realty Development Corp., 
i and department-store chain Lane Craw- 
. ford. Fewer outside shareholders would 
| make it easier for Pao to rationalise the 
| companies in his various groups by con- 
. Solidating or selling their assets or ope- 

rations. 
Streamlined business interests in 
Hongkong might also leave Pao more 
. time to pursue what now seems to be his 
. primary interest, the development of 
political and business links with China. 
he Pao-cóntrolled property group 
ongkong and Kowloon Wharf also an- 
nounced on 8 April that it plans a joint- 
venture consultancy with Chemical 
dank of the US and the Peking-owned 
Bank of China to facilitate investment 
in China. | 
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at to do? 


Japan admits its role in trade frictions —and looks to reflation 


By Charles Smith in Tokyo 


Dir more than three years in of- 
fice, Prime Minister Yasuhiro Naka- 
sone has convened “study groups” made 
up of independent experts to produce 
new policies on defence, education, and 
the “information society” — to name a 
few. But Nakasone avoided tamperin 
with the economic policies bequeathe 
to him by his predecessors until late last 
year, when a group chaired by a former 
Bank of — (BoJ, the central bank) 
governor, Haruo Maekawa, was given 
the tricky job of recommending struc- 
tural changes that need to be made in 
Japan's domestic economy “in order to 
ensure international harmony." 

The group's report, released in the 
first week of April (a week behind the 
original deadline) bears tell-tale signs of 
having been "edited" by Nakasone him- 
self in the final stages. In accordance 
with his well-known taste for the drama- 
tic, the report talks of the need to make 
a "historical transformation of tradi- 
tional policies" to avert a crisis in rela- 
tions with the outside world stemming 
from foreign resentment at massive Ja- 
panese trade surpluses. It also calls on 
the government to treat the reduction of 
the huge external current surplus as a 
"National Goal" — instead of simply 
leaving things to chance as it has tended 
to in the past. 

In a final rhetorical flourish, the in- 
troductory section claims that "there 
can be no further development for Ja- 
pan” without new economic policies and 
changes in the nation's lifestyle. That 
will involve persuading people to work 
less and spend more, simultaneously 
curbing the obsession with market share 
which causes Japanese companies to 
overrun foreign markets. 

The weak point about both the intro- 
ductory section and the ensuing, more- 
detailed analysis of the policy issues fac- 
ing Japan is that rhetoric is seldom 
matched by specifics. In calling for a re- 
duction of the balance-of-payments 
surplus, the report avoids saying how 
fast the actual figures should come 
down or to what ultimate level — 
thereby failing to meet demands from 
trade partners such as the US and the 
EEC for a “tangible” programme of ad- 
justment. Passages dealing with fiscal 

olicy, one of the key areas of debate in 
apaninrecent years, are equally vague. 

The half-page devoted to fiscal po- 
licy calls for "flexible policy implemen- 
tation" but says the government has 
been basically right all along in giving 
top macroeconomic priority to reducing 
the dependence on bond issues for 
financing the budget deficit. 





Japanese shoppers: call to spending. 


Compared with the disappointing! 
muted tone of the passages dealing wit 
fiscal policy, some of the micro issue 
get slightly bolder treatment. A call fos 
a “fundamental review" of policie 
aimed at the promotion of savings, in- 
cluding the abolition of tax exemption 
on the interest on small savings, repre: 
sents strong language by Japanese 
standards and could commit the gover 
ment to a highly controversial policy, 
taken literally. 

Proposed measures for stimulating 
overseas investment by Japanese com. 
panies (to shift production from Japam 
to the countries which consume its proe 
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ducts) are less likely to cause a sti 
among vested interests in Japan. Bus 
they also have the value of being fairlw 
specific: the report calls, for example 
for the government to overhaul its over 
seas insurance and investment scheme 
and to join MIGA (the Multilateral In 
vestment Agency, sponsored by the 
World Bank). On the other hand, the 
groups drafting committee seems t 
ave donned its kid gloves when tackl 
ing the incendiary issue of agriculturae 
reform. | 
"Greater use of market mech 

anisms" in the farm sector is advocat 
ed along with a "steady increase" ir 
imports of food from low-cost produc 
ers. But there is nothing in the repor 
admitting that farming is one of thc 
most grossly uncompetitive sectors oe 
the Japanese economy, or that a succes 
sion of Liberal Democratic Party prime 
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ooks as if bureaucratic haggling could 
event the implementation even of 
ome of the more moderate proposals 
hat survived the initial process of “con- 





Since it was founded in 1946, the Far Eastern - 
Economic Review has been dedicated to the in- 
depth, authoritative analysis ofthe political, econo- | 
mic and financial affairs of every single country in . 
the Asia/Pacific region. Boasting a staff of over 40. 

ie correspondents and journalists located in 
y country in the region, the Review is consi- - 
dered to be the leading publication on Asian affairs — 
in the world and deemed essential reading for | 
^ior executives in business, banking, gavem; pu 
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int and the professions. 


-. Over 85% of the Review's circulation is on pre- 
aid subscription, and in September 1984 a survey 
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eview subscribers was conducted by Interna- 
ona Research Associates (HK) Ltd. _ 

Review subscribers are primarily top manage- 
ment individuals who travel frequently, make key - 
decisions for their companies and wield enormous 
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General Sales Manager 
Far Eastern Economic Review 


Or any one of our sales offices worldwide. — 


is that the study. gro 


likely (under present party 
have to retire from office belore the end 
of 1986 and whose successors may feel 
very differently about economic-policy 
issues, Even if Nakasone stays, there is 
no certainty that he can overrule lobbies 
within the ruling party on issues such as 


| tax reform or farm liberalisation. 


| T= merit of the advisory group’ s at- 


tempt to take a comprehensive look at 
what is wrong in the economic relation- 


| ship between Japan and the rest of the 


world is that, for the first time in the his- 
tory of such efforts, the focus.is almost 
entirely on what Japan needs to do to set 


| things right by way of domestic econo- 
; mic reforms and not on the need for for⸗ 


eigners to “try harder" to penetrate the 
Japanese market. Seen from this point. 
of view, the report marks a potentially 
major change in the psychological cli- - 
mate surrounding the “Japan problem.” 
How long it will take for the problem ac- 
tually. to be solved is, naturally, quite. 
another question. 

As if to convince its trading partners 
thatit is not only considering long-term 
solutions to its problems, the govern- 
ment came out on 8 April with a set of 

"comprehensive measures' ” designed to 
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An in-residence general management program | 
held for 3 weeks in Singapore —— 
for 60 senior executives. 
Application deadline: June 15 
Contact: Miss Leo Leng, School of Management. 
National University of Singapore, 
Kent Ridge, Singapore 0511. 


Telex: UNISPO RS 33945 
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1986 during the first half. o 
year, provisions for passir 
sumers at least ¥1 trilli 
billion) worth. € 
windfalls accumulated t 
panies as a result of the yen a 
and the lower cost of impx 
oil; enhanced capital inve 
utilities and telecommunit ati 
panies, and a scheme for moni 
retail prices of some importe ci 
goods. |. 
In presenting the. list of m 
government. officials. c med 
Japanese economy wa 
sionary phase despite | 
impact on some sectors of vena 
tion. The announcement of ar 
ary package at the very begi 
the fiscal year, however, 
the government is not much. 
than private analysts about the c 
from recent economic indicat: 
show. a pronounced downturn ir 
ufacturing activity coupled witk 
levels of private capital investme 
astagnating labour market. Priva 
sumption — the largest demand 
in the economy. — continues 
slowly but it is uncertain w et 
will be enough to stave off rece 
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|y Bruce Roscoe in Tokyo 
he long bull run on the Tokyo equi- 


aggering 1.4 billion shares on 1 April 
nd the Dow Jones Average to a record 
5,859.75 points the day before, sub- 
ided in the first week of April: This fol- 


apan (BoJ, the central bank), of the 
gers of the "money game" being 
ed by cash-rich corporations in- 
in cash and property specula- 





m sounded by the Tokyo Stock Ex- 
nge itself, advising individuals and 
yall: corporate investors that big in- 
itional dealings could bring the mar- 
down.at any time. That is what hap- 
d as profit-taking set in, leaving an 








ntly stale bulls (Tokyo Electric et al) 
n the portfolios of inexperienced and 
orry investors. 

' Ironically, some of the bigger mem- 
ers of the exchange appeared to be 
artly responsible for pushing the mar- 
ket to dizzy heights. Brokers had begun 
‘to move huge volumes — guaranteeing 
qually huge profits because of fixed 
‘commissions — in the run-up to the end 
¿of their fiscal year on 31 March. - | 
<o  Sumita's reference to property 
speculation followed an announcement 
on 31 March by the National Land 
Agency that commerical land prices had 
mped 50% in prime Tokyo areas in 
1985, and suggested that speculative 
orces operating in equity markets had 





ties market which took volume to a 
owed the warning on 2 April by Satoshi 


umita, the governor of the Bank of 


'Sumita's cautíon followed a similar 


nenviable selection of perhaps perma- 


spilled over into the property market. 


But spiralling property prices appeared. 
to reflect a false market in that much 


land was thought to be moving through 


the hands of investors, not developers. 


In Sumita's view the same could be said 


- of stock transactions. 


Securities analysts, however, be- 
lieved the equities markets had entered 
into a natural consolidation phase which 
had produced a healthy rather than wor- 
rying downturn, and contained enough 
liquidity to resume rising, albeit more 
slowly than in March. Their still-bullish 
view took into account that though the 
market had lost 798 points, a decline of 
595, between 31 March and 7 April, the 
Dow Jones indicator was still in the his- 
torically high 15,000-range after the cor- 
rection. Further, the boost to many im- 
port-based industries from the strong 
yen and big profts from cheap oil were 
seen as fundamentals that could only 
keep the market at its current level or 
push it higher in the short-term. 


ust as Sumita was denouncing 

"money games," Japanese financial 
publications reported that the BoJ had 
issued "guidance" to city, regional and 
trust banks to cut lending for specula- 
tive investments. Loans to real-estate 
companies were to be reported to the 
Ministry. of Finance (MoF) every six 
months, and lenders were to clarify with 
corporate borrowers the purpose of the 
loans. — : 

In the past six months, nearly all 
bank lending has shown sharp growth, 
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least until the: 
US dollar. ^ 0 0 

The BoJ would not — and in any - 
event probably could not, in considera- 
tion of protocol — confirm that such . 


guidance had, in fact, become policy. - 
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Domestic-demand ‘stimulation mea- - 


sures, including across-the-board cutsin - 
commercial and housing lending rates, 
were about to be announced as a politi- 
cal gesture to Washington (page 1.30). 
Taking a reverse policy would not 
have looked good when official priority 
was to prime the economy to slow the - 
export drive. But as far as the market 
was concerned, uncannily well-timed 
rumours appeared to suffice for confir- 
mation. Earlier margin and collateral 
tightening by the exchange and main | 
securities-finance companies had only 
briefly held speculation in check. 
Along with the unannounced g 
dance on new lending, more tangib 
factors were seen at work in triggering - 










the market's slide. A speculative invest- 
or group, Sanyo Kosar 





an, was approach- ~ 
ing bankruptcy and about to pull down | 
related investment companies such as 
Toyo Tanshi. — B Gb. 
‘Analysts’ views on which sectors” 
would lead the market back to its path 
upwards alternated between the long- 
rundown export stocks and domestic- 
economy shares. The majority ap- 
peared to side with domestic demand, 
which was expected to expand, if mod- 
erately, in the wake of the government's 
announcement after the close of trading 
on 8 April of a seven-point expansion 
programme. In the event, the im- 
mediate reaction to the package was to 
send the market up by 96.12 index 
points the following day. __ 
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Profits exclude extraordinary gain of HK$81.3m. Prospects 
| for current year good as Hongkong economy benefits from 
| falling oil prices and increased competitiveness due to 


materials come from Japan. . 


Profits fell due to yen 
current year forecast to fail further 14%. 
j recovery in medium term. 













appreciation. Pre-tax profits for 


lump in share prices. Directors forecast 





Balancing on a sinking base 


j hse national budget, which has been 
battered beyond all expectations 
since it was announced in January, took 
another beating On 1 April, the begin- 
ning of the 1986-87 fiscal year. Crude- 
oil prices hit an eight-year low on 
foreign spot markets, falling briefly 
below USS10 a barrel. Oil, at a forecast 
average price of US$25 a barrel, was to 
have supplied 55% of state receipts, ac- 
cording to the January calculations. 

By March, prices were hovering 
around US$14 a barrel and Jakarta 
economists were talking in terms of a 
Rps 3 trillion (US$2.7 billion) shortfall 
in revenues. By 1 April, the prospects 
for a Rps 4 trillion deficit were very real, 
in a budget totalling Rps 21.4 trillion. 

Economic Minister Ali Wardhana 

d Finance Minister Radius Prawiro 

peatedly have said the budget will be 
cut back; neither devaluation nor heavy 
deficit spending will be considered. To 
prove the point, devaluation-fearing 
speculators who bought more than 
US$1.1 billion in foreign exchange over 
a three-week period in February and 
March were hit with a four-point rupiah 
revaluation. This hand slap by Bank In- 
donesia (the central bank) calmed the 
foreign-exchange markets, at least tem- 
porarily. 

Nervousness still remains. If the 
budget is slashed 19%, which the pre- 
sent oil price would require to avoid 
sliding into deficit, the private sector, 
which is dependent upon government 
projects and purchasing, will fizzle. A 
senior government economist warned in 
early March that a Rps 2 trillion budget 
cut would result' in a 3% shrinkage 


EFFECTIVE EXCHANGE RATES 


* 
J 


Weighted for 1984 trade with the countries shown plus the US and Canada and 14 European countries. 
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in the economy. Even 
with the existing budget, 
economic growth could 
be nil. 

Unemployment is al- 
ready a Porem; though 
rarely addressed publicly 
by Jakarta’s officialdom. 
Government statistics put 
unemployment at 7%, 
based on a yardstick of 10 
hours of work a week. 
Using that standard, un- 
employment could be 
17-20% by 1987 if there 
is a negative growth of 
3%, a foreign labour analyst predicts. 

Another labour specialist, basing his 
calculations on economic input-output 
tables of 1980-81 (when the economy 
was much less industry-based), foresees 
a loss of 3 million jobs if economic 
growth stalls. Added to World Bank 
calculations of 1.8 million new job seek- 
ers entering the market yearly, a total of 
just under 5 million new jobless could 
materialise. “In an election year, it is a 
more complex problem,” points out a 
foreign economist in Jakarta. The next 
national election falls just 12 months 
from now. 

Massive unemployment is not likely 
to result in social unrest, as often is the 
case in industrialised nations, says the 
first labour expert. “They all have fami- 
ly with some rice paddy, and they can go 
home and get something to eat.” But 
the plunge in consumer buying power 
could be devastating. Producers of 
consumer goods are not investing 
in expansion projects. Most say de- 











INDONESIA 


mand is frozen, and they do not 
expect growth in the near future. 

Some of the govern- 
ments technocrat-eco- 
nomists speak of deficit 
financing, currently. dis- 
couraged under the ba- 
lanced-budget laws of 
the Suharto administra- 


reconciled its expendi- 
tures in the past with 
consortium of industrial- 


the Inter-Governmental 
Group on Indonesia 


eee aee (IGGI). 


After the past 12 weeks of low oil 
prices, foreign banks say they are con- 
cerned about the country's growing 
debt. To cover its budget shortfall, In- 
donesia could probably borrow com- 
mercially again, as it did in January to 
the tune of US$750 million in dollars 
and ven. But there would be no rush to 
the country's door. 

Recently, Indonesia has drawn down 
several hundred million dollars of its 
more than US$2.4 billion in standby 
loans. This could put government debt 
above US$28 billion. Private debt 
stands at US$5-7 billion. Given this, a 
Hongkong-based risk analyst esti- 
mates a debt-service ratio of more than 
30%. 

The government can draw on its own 
reserves, and rupiah savings in the 
banks, to cover the budget shortfall. 
Accompanied by a measure of deficit 


ised nations known as 


tion. The government has — 


injections of cheap cre- — 
dit and grants from the - 


financing, the effects would not be too - 


bad, several government economists 
feel. — A Correspondent 








Figures are for the week ended 5 Apr. . 
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HONGKONG: Convinced that prices have- bot- 
tomed out, investors, led by institutions, moved 
into the market on a buying spree. Helped by 
news of satisfactory performances at Hutchison 
Whampoa and Cheung Kong, the falling interest 
: rate trend in the US, and falling oil prices at home, 
. the Hang Seng Index put on 66 points on the 
| period at 1,691.60. Properties led the gainers, 

_ | with Cheung Kong closing the period at HK$19.70 
(US$2.50), up 60 HK cents on the previous day's 
close. Turnover rose to HK$475.31 million on the 
last day on improved sentiment. 


| TOKYO: As if to heed the warnings of the Tokyo 
| Stock Exchange itself, on 1 Apr. the market fell 
| 114 points, but that was just the beginning. The 
= | Dow Jones dece A closed on 7 Apr. at 15,061.98 
ints, down 790 from the record high of 31 Mar. 
ere were unconfirmed rumours that banks and 
securities companies had been told by the Minis- 
try of Finance to reduce lending volumes for stock 
transactions though some sources said the likely 
bankruptcy of Sanyo Kosan caused the cor- 
rection. Volume began high but dropped through- 
out the week to average 735.5 million shares daily. 
Financials were strong, and, in spite of the correc- 
tion, the market remained firm. 


SEOUL: The market enjoyed another period of 
unrestrained confidence, which drove the compo- 
site index up 5.58 points to 205.34 points. Average 
daily trading rose to 59.78 million shares, an in- 
crease of 12.88 million on the previous period. 
Leading the rise were textiles, which rose 31.95 
points, followed by fabricated metals, up 31.30, 
and land transport, up 28.55 points. Only electri- 
cal machinery fell slightly due to profit-taking on 

st increases, down 1.03 points. Samsung 

miconductors and Telecommunications was a 
star performer. The market's continued buoyancy 
was mainly based on optimism over economic 
prospects. 








: The market continued to move 
listlessly, inching higher in the first three trading 
days, before losing ground again. The political un- 
rest in Sabah did nothing to help already-bearish 
sentiment, as investors continued to di est the 
wave of end-year corporate results. Sembawang 
We ard's decision to write off a S$50 million 
(U 122.9 million) loan to its reefer-shipping sub- 
sidiaries brought further gloom after the weekend 
and Fraser's Industrial Index closed down 58.16 
points at 3,355.01. The average daily volume of 
shares traded was a thin 9.35 million. 


KUALA LUMPUR: Speculative industrial coun- 
ters were the subject of heavy but erratic buying 
. and selling pressure, with the result that turnover 

continued to be strong but share prices ended the 
» period pretty well much where they started. 
Antah and Raleigh were the most active counters. 
Antah started the period at M$4.50 (US$1.70), 
touched M$5.05 at one point, fell 78 M cents in 
one day's trading later on and then was lucky to 
finish the period at M$3.80. Raleigh was only mar- 
ginally less volatile. Fraser's Industrial Index 
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Punters suffer big setbacks 


TOKYO led the price decline as bearish sentiment hit most markets in Asia in the 
period to 7 Apr. Hongkong, one of the few gainers, led with a4% advance, helped by 
fresh optimism on corporate and economic developments. 


finished 13.59 points down at 2,195.10 while the 
average volume of shares traded was 13.76 million 
a day. 


MANILA: The market marked time as controversy 
raged over a sale of P3.31 billion (US$161.5 mil- 
lion) worth of San Miguel shares, believed to be 
those previously owned by Marcos crony and 
erstwhile San Miguel chairman Eduardo 
Cojuangco. Excluding that transaction, average 
daily value was P 12.2 million, slightly down from 
the previous period. Losses were noted in many 
counters. The mining index dropped 4.12 points 
to 1,044.91 while the oil marker slid 0. to 
0.781. The commercial-industrial indicator inched 
up 0.08 to 230.26. 


AUSTRALIA: The markets recovered some of 
their earlier losses as the key indicator, the All- 
Ordinaries Index, closed the. period 17.5 points 
higher at 1,148.5 mainly on sharp rises in thin lines 
of keenly-sought industrial stocks, paruus the 
banks. Oil price falls early in the period also 

ushed up transport stocks. The All-Industrials 
ndex closed 41.3 points higher at 1850.6, with the 
Banks and Finance Index up 66.1 points at 
1,702.7. Mining stocks remained out of favour, 
with the Metals and Minerals Index down 22 
points at 545.6. Much of market attention turned 
on 7 Apr. to Robert Holmes à Court's revised bid 
for Broken Hill Proprietary Co. 


NEW ZEALAND: Profit-taking continued early in 


the period as the market reacted nervously to its 
recent gains and to the outlook for continuing high 
interest rates. However, institutional interest was 
evident in the declining market. The market re- 

ained lost ground late in the period with renewed 
interest in leading investment stocks. 


BANGKOK: After being depressed for weeks, 
the market rallied on buying support in selective 
issues, helped by a lower interest-rate trend. Ris- 
ing stocks outperformed falling ones by 25 to 17 
while the other 55 remained unchanged. The 
Book Club Index appreciated 1.43 points to close 
the week at 118.63. Mahboonkrong was the big- 
gest gainer, followed by Saha Union and Jalapra- 
than Cement. Union Plastic, on the other hand, 
suffered the biggest setback among losers. Vol- 
ume totalled some Baht 575.64 million (US$21.7 
million). 


TAIPEI: Technical correction continued with the 
weighted price index closing off 13.39 points to 
end the holiday-shortened period at 912.74. Trad- 
ing activity was weak throughout, as institutional 
investors stayed aloof from the market. Most of 
the selling pressure came from small investors 
who had bought in heavily during the bull run of 
January and February. Most counters showed 
losses, though plastics came through relatively un- 
scathed because of investors' hope that these com- 
panies would benefit most directly from falling 
crude oil prices. Average daily transactions 
amounted to NT$1.7 billion (US$42.5 million), 
the lowest level in more than two months. 
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PA a great deal of deliberation, the 
| AA Thai Government is finally taking 
| some concrete action to boost export of 
| manufactures. And with this very much 
| in mind, priority is being given to pro- 
| mote Bangkok — already a significant 
| f world supplier of basic textiles items — 

as a regional centre for fashionable gar- 
, | ments. This would put Thailand in di- 








rect competition for the lucrative trade 
| currently being carved up between the 
| region's dominant suppliers — Hong- 
|. kong, Taiwan and South Korea. 
| This new emphasis on exports, which 
will also cover processed foods and 
i k jewellery, is a logical one. Owing to the 
|. world commodity-price slump, much of 
| the government's export-promotion ef- 
|. forts in recent years have concentrated 
on pushing sales of primary com- 

| modities (which still accounted for the 
| largest chunk of export earnings), but 
| there were limited gains. 
| . In 1985, export revenue from three 
. of the most important commodities — 
. rice, tapioca and maize — dropped 
—. 13.176, —— and 24.1% respectively as 
. aresult of lower volumes and declining 
|» prices (with the exception of tapioca 
which posted a 8.1% volume increase). 
| The prospect this year, particularly for 
| rice, remains gloomy in view of the anti- 
| cipated adverse impact from the con- 
: . troversial US Farm Act, scheduled to 
.| come into force in mid-April. 
| . By contrast, exports of textile pro- 
| ducts, processed foods and jewellery — 
| notwithstanding some setbacks — have 
|| continued to surge and hold potentials 
| for further expansion. Textile-product 
| exports (dominated by garments) rose 
‘ 23% last je to Baht 23.5 billion (US$ 
: i 
: 

[ 








. 872.8 million). This made it the biggest 
item surpassing rice and accounting for 
12.3% of total exports. Meanwhile, 
E p foods (including canned sea- 
_ food and pineapple) and jewellery post- 
| ed respective gains of 21.8% and 15% 
.| over the same period, and now account 
| for 5.5% and 4.4% of total exports. 
| | While the commodities market is not 
.| likely to recover in the foreseeable fu- 
| ture, the country evidently needs to in- 
| crease earnings from these manufac- 
.| tures to offset a large trade deficit, esti- 
|| mated to be in the region of Baht 50-55 
I billion this year. 
| , The perceived transformation from 
in basic textiles items into high-fashion 
| items also appears to be an inevitable 
|| evolutionary course. “On basic items, 
.| we have to compete not only with low- 
.| cost producers like China and India but 
| also with developed countries that are 
.| using high technology to cut costs. Our 
1 — just has to move on; otherwise 
.| we will be squeezed in between," com- 
z ented Chare Chutharatkul, director- 
| general of the Commerce Ministry's 
| commercial relations department which 
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_ is spearheading the latest export drive. 
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Of the Baht 14.9 billion garments ex- 
ports last year, basic items accounted 
for about 90% The department has set a 
13.6% growth target this year, to Baht 
16.9 billion, to be achieved partly 
through larger volumes and also higher 
value-added. 

The need to increase value-added — 
a fashionable item could net 50% more 
value than a basic item in the same cate- 
gory — is also linked to what the Thais 
perceive as a more restrictive world tex- 
tiles trade under the new Multi-Fibre 
Agreement (MFA) to be negotiated this 
year. “The most we could expect from 
the new MFA is an annual growth of no 
more than 1-1.5% , based on the demand 
growth in industrialised countries. So 
the logical solution is to get as 
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Thai fashions: a new emphasis. 


much value out of whatever quotas we 
have.” said another senior trade official. 


he US and the European Community 

(EC) are currently the two largest 
markets for Thai garments. While ex- 
ports to the US have galloped to a peak 
— Bangkok overshipped the 1984 US 
quotas, weg a two-month em- 
bargo in late 1985 (REVIEW, 7 Nov. '85) 
— only 65% of the EC quotas was 
utilised in recent years, which indicates 
further growth potential. 

About 20 large and modern gar- 
ments-manufacturing and -exporting 
houses which have their own design de- 
partments seem to be technically equip- 
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ped to move up into the high-fashion 
sector. Given the moderate wages plus a 
stable and experienced workforce — 
the aggregate textiles industry is the 
largest manufacturing employer, with 
roughly 500,000 workers — officials 
believe the Thai products can be 
competitively priced. Increasing ex- 
ports in recent years to Japan, 
a  quality-conscious market, 
have reinforced this confid- 
ence. 

The key question thus 
in how to project Bangkok's 
new image as a supplier of high- 
fashion apparel garments. At 
present, according to Chare, 
buyers first shop around Hong- 
kong. Taiwan and South Korea 
and, once quotas from these 
countries are exhausted, they 
turn to Bangkok with orders 
for specific designs. "We would 
now offer them our own de- 
signs and [thus expand our mar- 
keting opportunity],” Chare 
explained. 

In the first unified effort be- 
tween the government and pri- 
vate suppliers, the department is 
organising a major “buyers only” 
exhibition in Bangkok during 5-8 
May when some 2,000 prospec- 
tive buyers from the US, Europe, 
the Middle East, Canada and 
Australia will see first hand 
Thais have to offer. If the pror 
tion is successful, it would be- 
come an annual event. 

The exhibition has been mod- 
elled after two successful gem 
and jewellery fairs, held here in 
1983 and 1985. With government 
backing, those in the jewellery business 
are promoting Bangkok as a world-class 

ems and diamond cutting centre (the 

air is now a bi-annual fixture). The bulk 
of jewellery exports today is still in the 
form of cut stones: the industry's aim is 
to raise the portion of (higher-value) de- 
corative jewellery. 

The processed-foods sector will be 
tackled as the next target. Although de- 
tails have vet to be worked out, the de- 
partment plans to kick off with a na- 


tional exhibition to drum up domestic 
awareness as well as test the industry's 
readiness, before launching any con- 
certed overseas promotion. ; 
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How big is a Square Foot? 


In a Hongkong Land Property building it's 
twelve inches by twelve inches of space you can 
actually use. 


In some other buildings it's not. 


If your landlord calculates rent and service 
charge on gross area it means that in addition to 
your office space you're also paying rent and 
service charge for fire stairs, lavatories and 
corridors. 


So what seemed a good deal at the time could 
be a costly mistake. In some cases the actual cost 
of your usable area can be more than 25 per cent 
greater than the quoted rent! 

But not in a Hongkong Land Property owned 
building. When you pay for a square foot you get 
exactly that. A square foot of usable space. 


For further information and an explanatory 
folder, please contact: The Office Leasing Team, 
tel: 5-8428389, telex: HX 75102. 


It pays to address yourself properly. 
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It takes everyone 
working together to give you 
service that’s a work of art. 





On China Airlines everyone works together to make your flight 
something to remember. And that 
goes well beyond our flight and cabin 
crew, Our fleet for instance is the most 
modern in the sky. On average our 
planes are only four years old. From 
747's to the latest 747 SP's, 767's 
and new A-300's. To keep them new 
we have modern workshops and 
meticulously trained ground crews and 
mechanics 

We treasure each encounter. 





Amsterdam « Anchorage * Bangkok * Dhahran * Dubai * Fukuoka * Hong Kong * Honolulu * 
Jakarta « Jeddah * Kaohsiung * Kuala Lumpur * Los Angeles * Manila è New York « 
Okinawa * San Francisco * Seoul * Singapore * Taipei + Tokyo 








Paints 
Yuan f en accorauing to C hinese Du Si vale $ means that £ 20D e eng OO ects meet not Di chanc € Dut dex quse of 
And by meeting can enrich each other. Just like an artist skillfully blending individual droplets of paint into 8 masterpiece 
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Changing the shap 


devising a completely integrated hub... 


and state-of-the-art design... with precision assured in every component... 





f bearing technology. 
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required sophisticated computerised research... 





down to the micro world of our products. 








A key priority in the automotive industry is 
streamlining. Aerodynamic refinement seen through 
drag coefficient reductions averages at least 0.1 in the last 
five years. And weight losses more than 10%. Marked 
improvements have been recorded in fuel economy, power 
and reliability. And SKF has been helping manufacturers 
break radically new ground over the past decade. 

There are around 20 rolling bearings in a front 
wheel drive car, those in the wheels subjected to the most 
arduous conditions. Within this difficult area, SKF 
completely broke with convention — devising a single unit 
that combines bearings, hub, stub axle and suspension 
attachment functions. 

The result is a unit that replaces more than 10 
components and that does more than just allow designers 
weight savings of as much as 5*6 per wheel. It also permits 
a shorter drive joint shaft to be used. and improves safety 
and reliability. 

And SKF is devising many more sophisticated 
solutions — units, for instance, that solve the conflicting 
requirements of strength and reduced weight. In all ways, 
were changing the shape of bearing technology. 


Down to the micro-world of the bearing 

Our search for new answers takes us deep into the 
micro-universe of the bearing - where micro-changes of a 
10,000th of a millimetre are now common-place. And new 
bearing designs can yield energy savings of up to 80%. 

For this, high standards of metal- working precision 
are required - and ‘near-absolute’ accuracy has to be main- 
tained from steel purity through computerised design to 
application. 

Now, by harmonising new theory with the reality of 
new technologies we have shown how bearing life- and 
reliability- can be prolonged nigh on indefinitely. 

75 years of close customer co-operation has given 
us the expertise to create a virtually boundless programme 
of ball, cylindrical, taper and spherical roller bearing types 
in some 25,000 variants. From miniatures weighing three 
hundredths of a gramme to giants weighing 500 million 
times more. Assuring our customers worldwide of the exact 
bearing for every application. And ultimate reliability. 

At SKF, our contribution to the automotive 
industry will continue to evolve. 


SKE The exact bearing. 
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46 editors and nias] 
for a start. 

1l special correspondents and. 
scores of contributors, the largest. 


and most highly qualified editorial 


staff of any publication in Asia. 
297,000 readers each week, a 

three-fold increase since 1975. 
92.5 percent of subscribers 

in business and industry are 

top or operative management. 
2991 pages from advertisers of 

quality products and services who 

have chosen to reach our kind of 

audience in the past year. 
There is safety in numb 

only in the right numbers. 
And our advertisers know that 
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ers, but 


when the Review speaks, the right - m 


people listen. 
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The International Wine & Spint Competition 
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XO at its best 





v VIENNA. THE HEART OF EUROPE. The Spanish Riding School. 
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ALL. work and no play makes anyone a dull person. Work should be only part of our 
"229 


lives; for the other part, we deserve a little relaxation, a chance to savour the finer things 


f n re for than any other city in the world - mor 
of life. Vienna has more in store for you than any other city e world ore ecoc0c0000 
"99999299 
impressions, more experiences, more pleasure. And also the opportunity of producing your e€9099000209 
à "99999929099 
best work, in a genial atmosphere. The new Austria Center on the Danube is only a few eeeeeoeoeesees 


If you would like to give your friends a treat, in style and comfort, please contact Ales ft “a CENTER 
Vienna (222) 234567/300 or write to: A-1223 Vienna, P.O.Box 53, telex 135024 VIE NN A 


minutes away from the Spanish Riding School 


Plane Perfection. 
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yacity: up to 44 pax. with toilet 
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E Don: rear cargo rama doa va gos :4LD-3 2 
igur can be q | -3 containers or 
or cargo, and loading /unlo 88" x 125" or 5,000 Kgs. 
baggage is easily effected. 3 (11,020 Ib.) of bulky cargo. 






:NURTANIO 


ui dówr the aisle. For further information, contact: Construcciones Aeronáuticas, S. A. Rey Francisco, 4. 28008 Madrid. Spain. Phone: 248 53 09. Telex: 44729 — 
: Or contact: P. T. Nurtanio: BPP Teknolog) Bid., JI. M.H. thamrin 8, Yakarta, Indonesia. Phone: 322 395. Telex 44331 ATP. JKT. y 
CASA Inc.: 1215 Jefferson Davis Highway. Suite 404. Crystal City. Arlington, VA 22202. USA. Phone: (703) 486 53 70. Telex: 901109. 











Throughout the world Sir 
Yehudi Menuhin is recognised 
as a truly great musician. He 
is equally likely to be found 
giving a concert with Ravi 
Shankar or Stephane Grappelli 
as with a full orchestra. 

If all he could do, then, were 
to play the violin, that would 
surely be enough. But the en- 
thusiasms of Sir Yehudi extend 
much further. 

He has used the opportu- 
nities that travelling the world 
has given him not just to delight 
audiences with his playing. He 
also studies the indigenous 


THE ROLI 


X DAY-DATE CHRONOMETER IN I8C1 


music of each country, hence 
his collection of contemporary 
and ethnic instruments. 

For the way in which he has 
used music as a medium for 
promoting his own humani- 
tarian beliefs, Sir Yehudi Menu- 
hin has received honours from 
many countries: a. British 
Knighthood, Commander of 
the Legion of Honour from 
France, the Belgian Ordre de la 
Couronne, the Order of Merit 
trom West Germany and the 
Nehru Peace Award. 

His most precious posses- 


sions are still his violins. In his 
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How Sir Yehudi Menuhin keepstime. € 


time he has owned such superb 
masterpieces as a Stradivarius, 
a Guarnerius Del Gesu and a 
Capicchioni. He will play with 
one favourite for a year or so 
and then change to another. 
But one instrument that he 
never changes is to be found 
on his wrist. It is an I8ct. gold 
Rolex Day-Date Chronometer. 
That such a man as Sir Yehudi 
Menuhin should choose a 
Rolex above all other watches 
as his personal timepiece IS, 


« Vi 


ROLEX 


of Geneva 
T.m 


surely, all the satis- 
[action we could 


ever ask. 


\BLE IN WHITE GOLD OR IN PLATINUM 









Id UIS SSH NOONA Pirates of the Pacific 


PHILIPPINES: 


The Bases Issue 


PAKISTAN: 


benazir’s Return 






CHINA—JAPAN 


LOPSIDED RELATIONS 


Australia AS2.50 — Bangladesh Taka 30 — Brunei B$4 — Burma Kyats 5.50 — China US$2 — Hongkong HK$15 — India Rs 24 — Indonesia Rps 2000 — Japan ¥660 — Korea Won 1500 
Laos US$2 — Malaysia M$5 — Nepal Rs 22 — New Zealand NZ$3 — Pakistan Rs 22 — PNG Kina 2 — Philippines P20 — Singapore S$4 — Sri Lanka Rs 30 
Taiwan NT$70 — Thailand Baht 40 — U.S. Armed Forces US$2 75 


Ihe Quality 


More difficult to achieve than to afford. 
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Striving for the extra inch 


Samsung. Strong and tall. It takes the large scale of our 
operations to achieve precision in electronics. We re 
reaching high, making our products smaller and more 
compact — it's obvious that only the best can be so 
delicate. 

We've got an all-star 1,500 member R&D team fighting 
for high-tech breakthroughs and supported by a 5% 
investment of total revenues. No wonder that we ve been 
selected as a major supplier for the telecommunication 

à network being created for the 
'86 Asian Games and '88 Olympics. 
VCRs, TVs, satellite receivers, audio 
equipment, computers, monitors, and 
more... weve got 
acomplete range of sophi 
sticated products. 
Our latest creation, a tiny 
2-inch LCD (Liquid Crystal Dis- 
play) color TV is an example of the 
progress we re making to lead the league 
of electronics manufacturers. 

Samsung — pass your business to us and well dash ott. 

Aggressively, forcefully, and quick. I hat's Samsung. 
To keep you in high spirits. 


SAMSUNG 


Koreas Leader in Electronics 








LETTERS TO THE EDITOR 


Saving refugees pays 


I was pleased to see your comments 
[TRAVELLER'S TALES, 25 Mar.] on 
"Dickensian" attitudes of some ship- 
masters who, in vour words "refuse to 
add to their owners financial burdens by 
stopping for the time it takes to bring a 
boatload of people aboard and so save a 
few unwanted lives." 

It is true that some shipmasters pass 
by refugees in distress at sea, though it 
must also be stated that other masters 
perform acts of rescue which go so far as 
to place their own lives in danger. On 
the whole, the situation in 1985, when 
87 rescues were made, was better than 
in 1984 when 57 rescues were made. 

The question of the “depressed state 
of the shipping industry” should 
perhaps be taken with a little pinch of 
sea salt. While the Western world is 
economically depressed and Western 
shipowners have ordered their ships to 
sail at half speed to save fuel (which log- 
ically means twice the chance of spot- 
ting a refugee boat), Asian shipping 
seems to have been positively booming, 
along with the economies of the newly 
industrialised countries. 

The total number of ships calling at 
ports in the East and Southeast Asia re- 
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gion has increased steadily since 1979, 
when there were 94,067 calls, to 1985 
with 129,188 calls. For Hongkong, the 
figures read 9,084 calls in 1979 and 
11,917 calls in 1985. In addition, all 
Southeast Asian countries have greatly 
increased the size of their commercial 
fleets over this period. The shipping 
world is not everywhere struggling for 
survival. 

Perhaps more to the point, is that 
since | June 1985, there is really no 
reason to assume that rescuing refugees 
will create financial problems for ship- 
owners. Since that date, the United Na- 
tions High Commissioner for Refugees 
(UNHCR) has operated a comprehen- 
sive reimbursement scheme, the details 
of which are available in the booklet 


Guidelines for the Disembarkation of 


Refugees, which has been very widely 
distributed in Asia (including Hong- 


kong). Robert Cooper 
Resettlement Section 
Geneva UNHCR 


Street tactics 

It is pathetic to see Sabah's political 
leaders resorting to vulgar street tactics 
to regain power. Perhaps such a pitiful, 
yet dangerous political situation, could 


SUDDENLY, 








have been avoided, if the top Malaysian 
leaders had been quick to recognise and 
respect the process through which the 
Parti Bersatu Sabah government was 
elected. The recognition of Datuk 
Joseph Pairin Kitingan as the chief 
minister of Sabah came 10 months too 
late. 


Kuching, Sarawak James Masing 


Muslim contradiction 


I should be most grateful if you could 
publish my open letter in your columns: 
€The letter written by Faridah Stephens 
in London, “Living in hope" [13 Mar.]. 
deserves praise for her account of the 
political events prevailing in the Malay- 
sian state of Sabah. Apart from the pre- 
sence of dictatorial leaders who under- 
mined the democratic system, there 
emerges another religious extremi 

who incites the "illegal immigrants" 4 
mostly Filipino Muslims, to create 
chaos and unrest in this once peaceful 
state in the hope of usurping power 
through violence. The State Mosque 
has been made a sanctuary for demon- 
strators who have resorted to such hide- 
ous crimes as arson, rioting and bomb- 
ings. Their continuous chantings of 
“Allah U Akbar” (God is Great) while 





IN THE FIERCE COMPETITION AMONGST COMPUTER SUPPLIERS, 


ONE COMPANY HAS BROKEN AWAY FROM THE PACK... 





Sales Offices: Hong Kong, Tel: 58932382; China (Beijing), Tel.: 890531 Ext, 282/492 Tix.: 20030 PEBSS CN 


«+ Concurrent 


Computer Corporation 


The name is new. But take a closer 
look. We've got a wealth of 
experience, talented staff and an 
outstanding track record. 


And a lot of muscle. 


We, Concurrent Computer 
Corporation. have grown out of the 
U.S. Perkin-Elmer Data Systems 

Group, who, over the last decade, 
earned a formidable reputation for 
their high-performance, high- 
reliability 32-bit supermini computers. 


Singapore, Tel 3398877 


Distributors: Malaysia, UNIDATA SDN BHD (Kuala Lumpur), Tel: 2540666; Thailand, LOXLEY (BANGKOK) LTD. (Bangkok), Tel.: 2219156 & 2216121; Korea, NAM YEUNG INDUSTRIAL CO., 1 





simultaneously committing those 
crimes contradict the very principle 
teaching of Islam. By doing so, they 
have made a mockery of the religion 
and have shown to the world that it is no 
more a religion of peace but one of vio- 
lence. To my Muslim brothers and sis- 
ters, let us advocate the true teachings 
of Islam as enshrined in the Koran so 
that peace and harmony will once again 
prevail in this multi-racial state of 
Sabah. 

If we have live in peace for so many 
decades, irrespective of our race and 
creed, there is no reason why we should 
not continue to do so when we are now 
heading for civilisation. It would be un- 
thinkable to return to a primitive world 
which was “nasty, poor and brutish."* 
Keningau, Sabah Razaleigh Hatta 


Travels in Burma 
Bins I wrote to the Philippines 







inistry of Foreign Affairs along the 
ollowing lines: 


*Having planned several months ago, a 
stopover in Burma — within the maxi- 
mum visa allowance of seven days — 
and since there was no Burmese Consu- 
late in Brussels where I was at the time, 
| was told that I had to go to Paris to se- 
cure such a visa and appear personally 
to sign the application. 


After I had complied with all the ob- 
ligations at the Burmese Consulate, I 
was told that they could not issue a visa 
because on p. 5 of my passport under 
the title "limitations" the page was in 
blank and they were not satisfied with 
that, they wanted me to get the Em- 
bassy to indicate specifically that my 
passport was valid for travelling to 
Burma (which is quite absurd). They 
further suggested that the passport 
would be afterwards handled for pro- 
cessing by a travelling agency in Paris. . . 

The Embassy kindly issued the re- 
dundant confirmation and the Paris 
travel agency finally secured at an extra 
cost the visa. The whole procedure was 
quite obnoxious and just made appa- 
rently to collect “a cut" from the travel 
agency... 

The unpleasant spirit of that admin- 
istration is further evidenced by the fact 
that one is often bumped off from the 
scarce domestic flights in Burma for 
some military officers or the nomenklat- 
ura privileged class, obliging you to 
make a 15-25 hours’ trip by train in- 
stead, and that, if one cannot leave as a 
consequence within the seven days of 
the visa, one gets a fine of US$20 or 
US$30 a day — even though the delay 
was caused by a last-minute cancellation 
from the Burmese domestic airline . . . 

May I therefore suggest that the 
same type of welcome would be ex- 





tended to Burmese citizens as they treat 
their visitors. 

I would further not suggest travelling 
to Burma as the few hotel rooms avail- 
able are so old and dirty that in other 
countries they would not qualify for ser- 
vants quarters. This i among 
others to a "top" hotel in Rangoon 
where my wife was bitten by bed bugs.* 

Were it not for the magnificent site 
of Pagan one could not see any reason to 
waste one's time and money under this 
arbitrary totalitarian socialist regime. 

Judging from your 6 March article, 
Tied up in new red tape, the Burmese 
authorities want to keep sinking "inde- 
pendently" into regression, black mar- 
ket and poverty. 


Manila W-A B. Miailhe 


Christian politics 

Paul Ensor's article on South Korea [27 
Mar.] is remarkable for ignoring the 
30 million South Koreans who are not 
Christian. Instead of looking for in- 
appropriate comparisons with the Phi- 
lippines, let us hope that South Korea 
does not follow the tragic course of 
Vietnam where Christians took power, 
Buddhist monks burned themselves in 
silent protest, communists from the 
north took over the country, and tens of 
thousands fled in fragile boats. 
Nara-ken, Japan Visakha Kawasaki 


























Consider some of our achievements. 


We were the first company to 
produce 32-bit computers and port 
standard UNIX onto them: the first 
in Europe and Asia to support the 
X.25 public packet-switching 
protocol: the first with a truly 
working relational database 
management system on supermini 
computers; and the company which 
developed the best FORTRAN 
optimizing compiler. 


We aiso invested heavily in R&D for 
another concept, something quite 
different from most of the other 


developments taking place. The new 
concept was called "Parallel Processing”. 


We have come to believe so strongly 
in this new concept that we named 
our new company after it. 

The faith was well founded. The 
time for Parallel Processing 
technology has arrived, and 
Concurrent Computer Corporation is 
way out in front of the rest of the 
field. We ve shipped over 500 
Parallel Processing computer systems, 
some 80% of today's world total. 





And we're just beginning. Get to 
know us now, if you want to keep 
ahead of your competition in the future. 


EM 


Taiwan, SYSCOM COMPUTER ENGINEERING LTD. (Taipei), Tel: (02)7731302; Indonesia/India, contact Singapore sales office 





1101/0184, Japan, KYOKUTO BOEKI KAISHA LTD. (Tokyo), Tel: 2443511; 
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A bank with twenty dealing rooms 
around the world is, to say the least, 
unusual. 

A bank which fully harnesses this 
resource to the benefit of its customers 
Is exceptional. 

standard Chartered has not just the 
dealing rooms, but also the communi- 


cations systems, to deal on your behalf 


twenty four hours a day. Our Globe- 
watch service will execute your stop 
loss or target orders in London, Hong 


Kong, New York and, if necessary, 


a further seventeen major financial 
centres. 

We can also arrange for you to deal 
directly with a Standard Chartered 
dealing room outside your local time 
zone. 

And because of the depth of our 
involvement in so many of the world’s 
key economies, no other bank can trade 
continuously, on both a spot and for- 


ward basis, in a larger number of 


currencies. 


Foreign exchange dealing is one of 


the many ways that Standard Chartered 
co-ordinates the strengths of a network 
of 2000 branches in over 60 countries - 
to give you a more flexible, imaginative 
and commercially valuable service. 

To find out more, contact your 
nearest branch. 


Standard 52 Chartered 


STRENGTH IN DEPTH 
ACROSS THE WORLD. 


HEAD OFFICE: 38 BISHOPSGATE, LONDON EC2N 4DE. 
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hina has become increasingly tied to Japan in a 


C lopsided relationship of trade and economic need. 
The level of trade imbalance, exacerbated by the ap- 
parent unwillingness of Japanese businessmen to become 
partners in the joint ventures which Peking sees as the pre- 
ferred road to economic modernisation, has put those ties 





REGIONAL AFFAIRS 
Pakistan: Benazir's bandwagon 








Awanohara. Pages 73-80. 





Page 12 
After two years in exile, Benazir 
Bhutto returns to Pakistan to rousing 
ass rallies of her supporters and de- 
Banc: fresh elections. But the gov- 
ernment adopts some popular mea- 







sures to pre-empt her appeal. 
Page 13 
Mustapha loses a court battle 


and hence his claim to Sabah's chief 
ministership, as the campaign for the 
upcoming state elections gets into 
high gear. 


— 


Pages 14-16 
Hitherto considered the enfant terri- 
ble among the nuclear powers, China 
eignanna its willingness to play ac- 

ding to established rules. Mean- 
while, success of the South Pacific 
Forum’s Nuclear-Free Zone treaty 
can only be measured by the degree 
to which it is accepted by nuclear- 
weapons states. 


Page 18 

Australian newspaper articles com- 
paring President Suharto to former 
president Ferdinand Marcos in- 
furiate Jakarta and could affect In- 
donesia-Australia relations. 


Pages 40-42 

Seized documents suggest Japanese 
companies paid hundreds of millions 
of yen to ousted Philippines president 
Ferdinand Marcos and his associates 
in ‘commissions.’ In Manila, the 
Aquino government makes its first 
comprehensive foreign policy state- 
ment. 








under considerable strain. Unless Japan is prepared to give 
more to the relationship, 
| Tokyo bureau chief Charles Smith from Peking. Meanwhile, 
many Japanese companies prefer to make their China 
deals in Hongkong, reports regional editor Susumu 
Cover illustration by Morgan Chua. 





it will soon begin to sour, reports 


Page 44 
Bangkok and Washington move 
closer to reaching agreement on es- 


tablishing a US-supplied arms 
stockpile in Thailand. 
Page 47 


Thailand and Indonesia continue to 
disagree over the best approach in 
seeking a solution to the Cambodia 
situation. 


Pages 58-59 

Copyright pirates come under heavy 
attack — most recently in Singapore 
— in the face of mounting pressure 
from the US on Asian countries to 
clean up their acts. 


60 
Australia’s Westpac rises out of its 
colonial origins to take its seat at Lon- 
don’s gold market with the purchase 
of Johnson Matthey’s gold operations. 


Page 62 

Japan’s first foreign corporate raiders 
are repelled as Minebea’s US and Bri- 
tish suitors sell their holdings. 


Page 88 

The takeover battle for Australia’s 
giant BHP takes a dramatic turn as 
white knight Elders IXL emerges from 
a stockmarket joust with 19% of | 
BHP’s equity and A$1.2 billion of 

cheap financing for itself. 


Page 88 

New rules on provisions for non-per- 
forming loans wipe out the assets of 
one Malaysian bank and suggest 
others may have problems as the re- 
cession bites harder. 


Page 93 

Malaysian Prime Minister Mahathir 
Mohamad claims he did not really 
mean it when he said the country 
would seek to reschedule its foreign 
debt — but doubts still linger. 
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REGIONAL 


Marcos supporters 

band 

After a series of rallies in Mani- 
la by supporters of former 
president Ferdinand Marcos, 
more than 90 members of the 
abolished Philippine national 
assembly met on 14 April for a 
"rump" session not far from 
the padlocked assembly build- 
3 north Manila. The rebel 

s called for massive but 
peaceful disobedience to "re- 
store constitutionalism and 
democracy.” They also passed 
resolutions purporting to pro- 
tect civil servants’ security of 
tenure and to initiate changes 
to the 1973 constitution — 
which President Corazon 
Aquino abolished by decree on 
25 March along with the assem- 
bly itself. 

Attending the rump ses- 
sion, the KBL’s vice-presiden- 
tial candidate in the February 
election, Arturo Tolentino, 
claimed before one pro-Mar- 
cos rally that he was now the 
constitutional vice-president of 
the country. Under the coun- 
try's 1973 basic law, only the 
assembly can declare the elec- 
tion of the president and vice- 
president. — James Clad 


Grain gripes threaten 


Relations between Thailand 
and the US have taken a turn 
for the worse following Wash- 
ington’s decision to set its new 
rice prices at a level which Thai 
Foreign Minister Siddhi Savet- 
sila described as “a crippling 
blow” for Thai farmers. 

Thai officials fear the new 
low prices will undermine 
Thailand's share of its tradi- 
tional overseas markets. They 
have accused the US of em- 
ploying — "bullying — tactics" 
which they warn could under- 
mine generally cordial rela- 
tions between the two coun- 
tries. These concerns are likely 
to be conveyed to President 
Reagan when he attends the 
Bali meeting of Asean foreign 
ministers in late April. 

— John McBeth 


Bangladesh up 

for general docu 

About 1,500 candidates, stand- 

ing for some 50 parties or as in- 

recon are contesting the 
seats in Bangladesh's 7 

May parliamentary elections. 

Another 30 seats are reserved 

for women, who will be elected 








by the new parliament. 
Twenty-two parties, including 
the seven-party alliance led by 
Bangladesh Nationalist Party 
chairman Khaleda Zia, five 
breakaway parties of the 15- 
party alliance and 10 Islamic 

arties led by former president 

handker Mustaque Ahmed, 
are opposing the election 
which they have described as a 
"fraudulently arranged game." 
But the Awami League, which 
led the 15-party alliance, is 
fielding 253 candidates against 
300 from the pro-government 
Jatiya Party. — S. Kamaluddin 


Musa returns after 
two-month absence 

Former deputy prime minister 
Datuk Musa Hitam returned to 
Malaysia, without fanfare, 


after a two-month absence dur- 
ing which he astounded the na- 
tion with his resignation from 





Musa: signal. 


n. PETER RORLACH 
the deputy premiership and as 
minister of home affairs. His 
abrupt resignation sent shock 
waves through the dominant 
United Malays National Or- 
ganisation, of which he remains 
deputy president. 

Musa's return on 12 April 
signals imminent elections, 
said political observers, since 
he had pledged to return to 
help campaign for the ruling 
National Front even though he 
himself is no longer in the gov- 
ernment mainstream. 

— Suhaini Aznam 


CORRECTIONS 


Zimbabwe is not yet chairman of 
the non-aligned movement as 
stated in Kim's Olympic ally last 
week (17 Apr.), but will formally 


become so when Harare hosts the 
non-aligned summit this year. 


The name of the University of the 
Philippines president is Edgardo 
Angara, not Anjara, as stated in 
First signs of friction last week. 
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Peter Tham, one of the most 
important figures in the bank- 
ruptcy of Pan-Electric Indus- 
tries, was charged in a Singa- 
pore district court on 15 April, 
on three counts of forgery, one 
of criminal breach of trust and 
another charge of abetting a 
criminal breach of trust. In 
total, the transactions involved 
$$2.5 million (US$1,1 million). 
Tham is a former director of 
Pan-El, chairman of Growth 
Industrial Holdings and man- 
aging director of Associated 
Asian Securities. 

He is believed to have left 
Singapore in late 1984 and re- 
turned on 14 April, accom- 
panied by two officers from the 
Commercial Affairs Investiga- 
tion Department of the Minis- 
try of Finance. During the trial 
in February of Tan Kok Liang, 
Pan-El’s former financial di- 
rector, the prosecution said the 
share fiasco involving the firm 
was the result mainly of a con- 
spiracy between Tham and Ma- 
laysian politician-financier Tan 
Koon Swan. — Nigel Holloway 


Si changes law 

for ailing companies 

The Singapore Government 
published on 10 April a bill 
which will allow companies in 
financial difficulties to restruc- 
ture without the threat of liqui- 
dation. According to the bill, a 
sick firm or its creditors can ask 
the court to appoint a judicial 
manager when there is “a rea- 
sonable probability" the com- 
pany can be turned around or 
when creditors would be better 
served than by winding up the 
concern. While under such 
management, none of the 
firm's security or property can 
be seized. — — Nigel Holloway 


Barings to open Seoul 
office 


Baring Brothers and Co., the 


British merchant bank, has 
been. granted po by 
South Korea's Ministry of Fi- 


nance (MoF) to set up à repre- 
sentative office in Seoul. When 
Barings opens the office later 
this year, it will be the first mer- 
chant bank operating within 
the country (outside of joint 
ventures). It will also be quite 
different from other merchant 
banks here, since it will be 
aimed mainly at investments in 
the Korea Stock Exchange 





MIENNE arr 


(KSE). Under the terms of the 
MoF approval, Barings will 
have the right to conduct re- 
search on the KSE, and act as a 
liaison office for Baring Inter- 
national Investment Manage- 
ment Co., an investment-trust 
company which may get in- 
volved in fund management 
when the KSE opens to di- 
rect investment by foreigners 
sometime next year. 

— Paul Ensor 


Bangladesh and Soviets 
sign new barter pact 
Bangladesh has signed its 15th 
barter-trade protocol with the 
Soviet Union. The agreement, 
signed recently in Moscow, 
provides for the exchange of 
zo0ds worth £22 million 
US$32.6 million) during a 
nine-month period. The prevj 
ous  barter-trade rotocc 
however, fell short of its target, 
with only £21 million in goods 
changing hands — against a 
planned £30 million. The £21 
million consisted of exports of 
£5 million to the Soviet Union, 
with £14 million in imports for 
Bangladesh. During that agree- 
ment's tenure, goods worth £9 
million were sent to the Soviet 
Union under loan-repayment 
agreements. Under the current 
agreement, the Soviets will 
take raw jute and jute products 
and tea from Bangladesh, as 
well as (for the first time) 
ready-made garments. Bangla- 
desh will receive sugar, diesel 
fuel, raw cotton and equip- 
ment. — S. Kamaluddin 


IMF committee rejects 
monetary-reform plan 


-> 


Finance ministers of majo 
Western nations attendin 


meeting of the Interim Co 
mittee of the IMF dropped the 
idea of international monetary 
reform. The meeting turned 
down a French proposal to for- 
mulate a "target-zone" system 
which would have established a 
range to keep interest rates in 
the leading industrial nations 
under control. Most officials 
agreed that the situation was 
not ideal, and in a statement 
the meeting expressed concern 
over exchange-rate volatility 
and misalignment. But they re- 
jected the idea of a monetary 
conference to address the is- 
sues surrounding the monetary 
system and world debt. The 
ministers also rejected a propo- 
sal for a new issue of special 
drawing rights, which would 
have given some hard cash to 
financially strapped nations. 

— Nayan Chanda 
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The Bank’ S Young Professionals. Program. offers attractive salaries, normally 
free of tax in the Philippines, in addition to a broad range of benefits and allowances. 


To qualify, you must be a citizen of a member country of the Bank and hav 


e Either a Master's degree or its equivalent or a Bachelor's degree with at 
à least two years of work experience; 


e Proficiency in oral and written English. 



























Candidates should have advanced training in economics, finance, manage- - | 
ment, administration or other fields relevant to the work of the Bank. Applicants with © 
training in law, engineering, operations research or computer systems may also be 

considered. Relevant work experience should be in areas such as banking financial 


— of projects, Li niei and analysis of investments, budgete accc unting e 
oin the Bat 
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SLOWLY, SLOWLY — 


A long-awaited third Asean heads of 
government summit, planned to be 
held in Manila, may, now not take . 
place until late next year. Although 
after their Bali meeting in-May the 
Asean foreign ministe 
reconvene in Manila to plan the 
summit's agenda, sources say the 
most likely timing is no Aven 
1987 — a full decade to the day since 
the second summit in Kuala Lumpur. 
With the advent ofa new.government 
in the Philippines, Malaysia’s Prime 
Minister Datuk Seri Mahathir 
Mohamad has apparently dropped his 
objection to meeting the Philippines 
at summit level while the Sabah claim 
remains unsettled. Instead, Mahathir 
now says he will attend the Manila 
mmit as long as this is not construed 
a bilateral state visit. 


STRIKING HOME 


Thai intelligence officials and Chinese 
diplomatic sources both confirm that 
Khmer Rouge guerillas mounted a 
large-scale attack on Vietnamese 
military facilities in the western 
Cambodian city of Battambang on 28 
March. They were reportedly 
supported by guerillas of another 


eo £. 





resistance faction, loyal to Prince 
Norodom Sihanouk, who guarded the 
Khmer Rouge flanks during the 
attack. However, there is no 
confirmation of Khmer Rouge claims 
that they killed 100 Vietnamese 
troops and two Soviet advisers. 


ISSUE 


Asean has moved 
to counter a 
Vietnamese 
propaganda 
campaign among 
non-aligned 
nations. 
Vietnamese 

| Foreign Minister 
XE Nguyen Co Thach 
recently wrote to 
fellow members 
of the non-aligned movement saying 
there was no need to be concerned 
about Cambodia because Hanoi was 
in constant friendly contact with 
Indonesia. Now the three non-aligned 
Asean countries — Singapore, 
Indonesia and Malaysia — have 
drawn up their own letter to non- 
aligned members saying Cambodia 
remains an issue of serious concern, 
whatever the Hanoi-Jakarta contacts. 


CONTENTIOU 





The non-aligned movement is 
scheduled to hold a summit in 
Zimbabwe in August. 


VISA CRACKDOWN 


In the face of increasing insecuri 
caused by Khmer Rouge attacks in 
different parts of the country, 
Cambodia's Interior Ministry is 
assuming greater responsibility. It has 
recently taken over from the Foreign 
Ministry the function of issuing visas 
to Western visitors, and one of its first 
acts was to cancel several that had 
earlier been approved. 


LADY BOUNTIFUL 


To make up for the fact that US 
President Reagan will not be visiting 
Thailand after his trip to Bali in late 
April, Nancy Reagan will visit the 
country as well as Malaysia after the 
stopover in Indonesia. After 
Bangkok complained about being left 
out, Thailand was included in 
Reagan’s 1983 — itinerary that 
was originally to have taken him to 
Manila and Jakarta. But the entire 
trip was later cancelled after the 
assassination of Philippines 
opposition leader Benigno Aquino in 
anila on his return from the US. 





AFGHANISTAN 

Afghan authorities tightened security in 
Kabul after a wave of bombings in the capital 
and about 20 bombs were found in a Soviet 
housing complex, Western diplomats in Is- 
lamabad said (/5 Apr.). 


AUSTRALIA 

US Defence Secretary Caspar Wein- 
ger held talks with his counterpart Kim 
azley (70 Apr.). High Court judge Lionel 
Murphy went on trial for the second time in a 
year on charges of having attempted to influ- 
sence the judgment of a magistrate in a lower 
»court hearing (74 Apr.). Indonesian Ambas- 
sador to Canberra August Marpaung con- 
firmed that Jakarta had banned Australian 
journalists from covering US President 
eagan's visit to Bali later this month in pro- 
test against the Sydney Morning Herald's al- 
legations about the wealth of President 

Suharto, his family and friends (/5 Apr.). 


CHINA 

A woman believed to be the daughter of a 
leading Chinese official was sentenced to 17 
years’ imprisonment for leaking state secrets 
to Hongkong and foreign businessmen and 
for taking bribes (74 Apr.). 


INDIA 

Five people were killed by suspected Sikh 
terrorists in Punjab and police raided a 
Hindu temple and arrested 200 Hindu radi- 
cals there after a bloody clash that left about 
85 people injured, police said (9 Apr. ). Rival 
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militant factions came to blows in the Golden 


Temple over control of the All-India 
Sikh Student Federation (70 Apr.). At least 
11 people were shot dead in clashes between 
Sikh extremists and police in Punjab (// 
Apr.). At least 46 pilgrims, most of them 
women, were crushed to death in a stampede 
to bathe in the sacred Ganga river (74 Apr.). 
Non-aligned foreign ministers, meeting in 
New Delhi, condemned the US air strike 
against Libya (/5 Apr.). 


INDONESIA 


Jakarta abruptly cancelled a ministerial 
visit and made a strong protest to the Austra- 
lian Government after a Sydney newspaper 

ublished a set of controversial articles on 

resident Suharto's business dealings (4/3 
Apr.). Former government minister H. M. 
Sanusi, currently serving a 19-year jail term 
for subversion, went on trial on new charges 
of plotting to murder Suharto (/5 Apr. ). 


JAPAN 

Dockers held a nationwide indefinite 
strike to press for more money, halting all 
container-cargo handling at nine main ports, 
a union leader said (77 Apr.). Prime Minister 
Yasuhiro Nakasone arrived in Washington 
on an official visit (72 Apr.) 


MALAYSIA 

The government postponed the passage 
of amendments to the Official Secrets Act 
after protests against the proposed changes 
by journalists and others, it was reported (9 


Apr.). United Sabah National Organisation 
leader Tun Mustapha Harun lost his Hi 
Court case MA a the right of Chief 
Minister Datuk Joseph Pairin Kitingan to 
rule Sabah (/5 Apr.). 


PAKISTAN 

Hundreds of thousands of people 
swarmed through the streets of Lahore to 
welcome opposition leader Benazir Bhutto 
on her return from exile (70 Apr.). President 
Zia-ul Haq rejected Bhutto's calls for elec- 
tions (74 Apr. j Bhutto held another rally to 
press her demand for elections (/5 Apr.). 


PHILIPPINES 


Thousands of Marcos loyalists held a rally 
and called for his return from exile (/3 Apr.). 
After violent clashes between police and 
Marcos supporters 93 former Kilusan 
Bagong Lipunan party members opene 
their own session of the abolished national 
cr ee a call for civil disobedience (/4 
Apr.). More than 4,000 Marcos loyalists 
burned an American flag and marched on 
the US Embassy in Manila (/5 Apr.). 


SOUTH KOREA 

President Chun Doo Hwan arrived in Bri- 
tain on an official visit (9 Apr. ). Chun arrived 
in Bonn for an official visit (/0 Apr.). About 
700 students gathered at the campus of Yon- 
sei University for the third day of violent pro- 
test calling for democracy and withdrawal of 
American and Japanese capital from the 
country (77 Apr.). 














‘By Husain Haqqani in Lahore - a 

pos opposition leader Benazir 
| Bhutto is attracting massive crowds 
at political rallies following her return 
home after almost two years in exile. 
But the tone of her statements so far has 
_been conciliatory and it is not clear how 
she intends to achieve her avowed ob- 
jective of forcing President Zia-ul Haq 

utofoffice. — | 

‘Zia and Prime Minister Muhammad 
n Junejo have rejected Bhutto's de- 
d for fresh elections, saying the 
n showing of her political strength 
itself a manifestation of the restora- 
of democracy in the country. Public 
neetings and processions are part of 
electioneering, Zia observed, adding 
| that he saw no reason for an election 
| campaign four years before an election 



















| is due. The political parties can contest | 


. elections when the present assemblies 
X (elected on a non-party basis) have 
| completed their tenure. Then if the peo- 
.. ple vote for other parties, they would be 
| free to come into power, he said. 
|. A festive crowd of several hundred 
_ thousand supporters of the Pakistan 
| People's Party (PPP) welcomed Bhutto 
.. in Lahore upon her return on 10 April. 
_ A huge procession took several hours to 
cover a distance of 13 km from the air- 
|. port to the Pakistan Memorial Park in 
_ the city, where the demand for Pakistan 
.. was first made in 1940. | 
. . PPP enthusiasts had converged in 
_ Lahore from all over the country, using 
. all available forms of transport, includ- 
. ing buses, trucks, motorcycles, cars, 
tractors and trolleys. Most estimates of 
the size of the crowd, both in the streets 









"he Pakistan Government expects to 
| contain the threat posed by the re- 
turn of opposition leader Benazir 

hutto through economic measures and 


















Bhutto returned from exile to a rousing 
eception by supporters of her Pakistan 
ople's Party (PPP) in Lahore, Prime 

ister Muhammad Khan Junejo ad- 
though the prime minister's crowd 















d attending the PPP rally, he 
olicy decisions which offi- 
win support for the ruling 





The government plans to help the landless and the slum dwellers 


olitical tolerance. Three days before 


no ‘match for the several hundred | 


eague (PML) among | 


of Lahore during the procession and at 
its culmination at the public meeting, 
ranged up to 500,000, though some re- 
porters put it at almost 1 million and 
Bhutto herself claimed 5 million. There 
was general agreement, however, that it 

was the largest political demonstration 
in Punjab, Pakistan's most populous 
province, in a long time. 

Processionists shouted anti-Zia.slo- 
gans, including obscenities, besides 
showing respect for Benazir’s father, 
the late prime minister Zulfikar. Ali 
Bhutto, who was executed in 1979. The 
PPP holds Zia responsible for the elder 


Bhutto's death. Anti-American slogans 


were also raised and American flags 
burned despite Bhutto's own rather 
moderate statements regarding the US, 
both before and after her return. 


The tumultuous welcome Bhutto re- 


ceived, followed by huge rallies in other - 


Punjabi cities like Gujranwala and 
Faisalabad, proves that the PPP re- 
mains a formidable force despite its 
founder's execution and his successor's 
detention and exile for most of the past 
eight years under martial law. 

Bhutto's return has revived the PPP 


and party workers will remain on the - 


streets for several days to celebrate the 


return of their leader, remarked a | 


senior Pakistani journalist with opposi- 
tion sympathies. However, the question 


is whether she can translate personal ap- | 
_ peal into a popular campaign to oust the - 


government. 


The PPP leader insisted that she 


wants immediate elections on a party 
basis but would not resort to violence to 



















Punjabi peasants and urban slum dwell- 









Junejo announced the immediate grant 


in huts and mud houses. " 
A scheme was also announced for 
the distribution of state land to landless 
peasants. Both programmes constituted 
part of the PPP manifesto but were not 
implemented when the party was in 
power from 1972-77. Slum dwellers and 
landless peasants have been the PPP's 
power base in Punjab. | 
^ Although the impact of the govern- 
. ment's promises could not 

















ers — a traditional PPP constituency. 


. of proprietary rights to squatters living 


achieve that end. *On 10 April we could 
have taken over the government," she 
told a press conference the day after her 
return, "but. we are committed to a 
peaceful transfer of power.” - | 

. Her attitude was conciliatory. on 
most issues and while she refused to ac- 
knowledge the legitimacy of Junejo's. 
government she admitted it represented. 
an improvement on the martial law re- 
gime. But she was adamant in heroppo- 


sition to Zia and drew parallels between - 
him and former 


president Ferdinand - 


. Marcos of the Philippines. — 
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"Some days ago the Filipino dictat 
escaped on. an American plane," SEM 
told the cheering crowd in Lahore, add- 


































emented. 





mediately measured, officials expect | p 
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rad base of the Pakistan National Al- 
iance (PNA) that led the agitation 
against the PPP in 1977, resulting in the 
overthrow of Bhutto's father the 
army. The PNA's supporters included 
the urban middle class, landowners, 
businessmen, industrialists and the re- 
ligious groups. However, exploring the 
scope for pragmatic politics; the Muslim 
went on to urge Junejo to open talks on 
new elections with Bhutto before the 
polarisation posed à danger to the coun- 
try. 

A resurgent PPP led by the charis- 
matic Bhutto also threatens the unity of 
the 11-party Movement for Restoration 
of Democracy (MRD) which has so far 
been the focus of extra-parliamentary 
opposition in the country. Although 
Bhutto maintains that the PPP will re- 
main within the MRD, some party lead- 
ers seem to think the alliance has be- 
come unnecessary now that the opposi- 
tion does not face official repression. 

Other parties within the MRD, nota- 

y the centrist Tehrik-e-Istiglal led by 

sghar Khan, resent the PPP's adher- 
ence to "Bhuttoism" which they say is 
inconsistent with democracy. 





the government, their allegiance will 
not change. 

The second plank of the govern- 
ment's strategy against the PPP com- 
prises complete political freedom, at 
least until the party resorts to violence 
or attempts to force the government 
down through confrontation in the 
streets. Junejo's aides say the prime 
minister feels he can diminish the oppo- 
sition's frustration and anger by giving 
its leaders freedom of operation, paving 
the way for its eventual participation in 
elections. 

As one PML leader put it: “We 
might lose to the PPP in future elections 
but we will always be seen as the party 
that brought the politics of tolerance to 
Pakistan." The government made no 
attempt to interfere with the prepara- 
tions for Bhutto's arrival. Even the of- 
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The Muslim pointed out editorially 
that Bhuttoism could be a divisive factor 
in Pakistani politics, and warned against 
the danger of reducing the PPP to 
“adherents of a cult who are engaged in 
promoting and projecting individuals 
rather than upholding issue-oriented 
politics.” 

The PPP's problem is that the Bhutto 
name is its greatest asset and it would 
rather risk the break-up of the MRD 
than lose the drawing power of Bhutto's 
fame. The party is divided into several 
factions which are brought together 
only by loyalty to the Bhutto family, and 
much of the party's current attraction is 
based on presenting the elder Bhutto as 
a people's martyr. 

Apart from this ideological conflict 
the PPP faces another dilemma. If its 
leaders turn the current large rallies into 
violent anti-government demonstra- 


tions, they run the risk of inviting the re- | 
turn of martial law. However, if the ral- | 


lies are kept peaceful their significance 
will wane with 

the government could then sit out the 
Bhutto challenge until the next general 
election. 
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ficial print media reported the PPP rally 
while independent and opposition 
newspapers covered it extensively. 

The government’s liberal attitude 
was partly responsible for the PPP's 
rally — which was meant to be a show of 
strength remaining completely 
peaceful, despite fears to the contrary. 
Even PPP supporters conceded that the 
government's attitude was far more tol- 
erant than that during the Bhutto re- 


gime when the opposition was barred | 


from holding public meetings. 

The government believes that the 
PPP will not be able to sustain the 
momentum created by Bhutto's return 
provided the government remains pa- 


| tient and abstains from adding to the 


party members' sense of injury resulting 
from eight years of martial law. 
— Husain Haqqani 
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MALAYSIA 


Pairin scores 
a point 


Mustapha loses a court case 
as Sabah readies for polls 


By Suhaini Aznam in Kuala Lumpur 


legal twist to the already chaotic 
state of Sabah politics was narrowly 
averted when former chief minister Tun 
Mustapha Harun lost his court battle to 
rule the state once more. On 15 April 
the Sabah High Court dismissed, with 


| costs, his suit against Governor Tun 


Mohamed Adnan Robert and incum- 
bent Chief Minister Datuk Joseph 
Pairin Kitingan. 

During the 53-day trial, Mustapha 
had challenged the validity of Pairin’s 
appointment and therefore the legiti- 
macy of his government, claiming that 
he, Mustapha, was the rightful chief 
minister. The court heard varied ac- 
counts of the events following state elec- 
tions on 20 and 21 April 1985, in which 
Pairin's Parti Bersatu Sabah (PBS) won 
by a narrow margin. In the attempted 
dawn coup on 22 April, before complete 
results had come in, Adnan first swore 
in minority leader Mustapha at about 
3:30 a.m., only to revoke that appoint- 
ment and swear in Pairin 16 hours later. 

In his 183-page judgment, Justice 
Tan Chiaw Thong described the pre- 
dawn events at the governor's palace as 
those which the people “would never 
have dreamt” of ever happening in the 
country. They had “brought great 
shame and dismay to all responsible citi- 
zens who believed in the principles of 
parliamentary democracy practised in 
the country. 

“What happened is a blatant travesty 
of this belief and it is to be hoped that 
events of such nature will never ever 
surface again,” he declared. “The head 
of state must be allowed to make his 
judgment quietly, independently and in 
a dignified manner as intended by the 
constitution.” The judgment was read 
out by the court registrar as the judge 
was indisposed. 

During the six hours it took to read 
the judgment the courtroom was 
packed, while outside barbed wire 
ringed the courthouse and police stood 
guard. Earlier rumours of demonstra- 
tions and a possible outbreak of vio- 
lence dissipated when only a few clus- 
ters of supporters turned up outside. 
The court later granted Mustapha's 
counsel leave to file an appeal with the 
Supreme Court in Kuala | nate 

Mustapha's suit, filed on 22 May last 
year, was the first in a series of legal and 
pd assaults on the PBS by the com- 

ined forces of the United Sabah Na- 
tional Organisation (Usno) and the Ber- 
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jaya party. These led to five by-elec- 
tions and several party crossovers in the 
span of a year, culminating in the simul- 
taneous defection of four assemblymen 


| from the PBS in February — forcing 
— Pairin to request a dissolution of the 


Sabah legislative assembly on 24 Feb- 


. ruary so that fresh elections, now set for 


5-6 May, may be held, 

But even though the upcoming elec- 
tion made the trial something of an 
academic exercise, insofar as determin- 
ing who ruled Sabah since the last elec- 
tions, it has given the PBS a psychologi- 
cal boost. By the same token, Mustapha 
cannot now face Sabah voters with 
claims of being the rightful chief minis- 
ter, one of the Usno campaign planks in 
recent by-elections. 

And the verdict, apparently, did not 
come as a total surprise to Usno. Indica- 
tions that Mustapha and other Usno 
preparing delegates 
against disappointment were obvious at 

e party's general assembly on 12-13 
April. Mustapha warned delegates at 
the Usno assembly that the outcome of 


_ the suit was not as important as their vic- 


bm the upcoming Sabah election. 

ustapha's claim hinged upon his 
having been sworn in first and that the 
governor had no constitutional powers 
to remove him subsequently. At last 


FOREIGN RELATIONS 


Joining the league 


China is ready to follow the rules of the nuclear game 
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_ By Richard Nations 


he dirty mushroom clouds thrown 
up by China's 27 nuclear tests in the 
atmosphere have become an embarrass- 
ing symbol of how far Peking — the 


 self-styled enfant terrible among nu- 


clear powers — has fallen behind the 
times. 
Thus China's recent announcement 


that it would cease above-ground nu- 


clear tests — the last country to do so — 


signalled Peking's intention to play nu- 


clear politics by established rules, ad- 
pcne the prospects for separate arms- 
control negotiations for Asia. 

The decision, announced by Premier 
Zhao Ziyang on 21 March at a Peking 
rally to mark the UN Year of Interna- 
tional Peace, will have little practical 
impact on China's own nuclear-weapons 
programme, since China's last atmos- 


| E test was six years ago and China 


as recently upgraded its technology to 


underground testing. Two 


. underground tests were conducted in 
.. 1984. 


T. 






. nuclear issues stirring throu 


But there has been new awareness of 
the re- 
pon in recent years, and such political 
eaders as Japan's Yasuhiro Nakasone, 
India's Rajiv Gandhi and New Zea- 
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April's state election, Usno had won 16 
seats and Berjaya had chalked up six. 
The arithmetic behind Mustapha’s plan 
was to combine Usno and Berjaya seats, 
to add on the six assemblymen to be ap- 
pointed by the governor, and thereby 
give Mustapha a majority in the assem- 
bly against the PBS’ 26 seats. That 
er failed when former deputy 
prime minister Datuk Musa Hitam, 
then acting for the prime minister who 
was abroad, issued a statement to “re- 
spect the wishes of the majority of the 
people.” 


qu court held that the governor could 
not take the six appointed members 
into account in choosing a chief minis- 
ter as a means of inflating a party's 
strength in the assembly. That would be 
going against the state constitution, it 
ruled. 

During the trial, the court had heard 
that Adnan had sworn in Mustapha 
under duress. In trying to persuade 
Adnan to swear in Mustapha, Usno's 
assemblyman for Tempasuk Datuk 
Yahya Lampong had shown Adnan a 
piece of paper on which was scribbled: 
“We have no confidence in you and will 
remove you.” When former state attor- 
ney Datuk Nicholas Fung tried to read 
the paper, Yahya snatched it back, tore 


land’s David Lange have had a major 
impact on international politics by for- 
mulating sophisticated stances on nu- 
clear politics in Asia. Moreover, both 
superpowers have begun increasingly to 
assess more carefully the impact of 
global arms-control negotiations on 
opinion in Asia. 

In such a milieu, China's long-stand- 
ing tactic of justifying its 30-year nuclear 
weapons crash programme with utopian 
appeals for universal disarmament — a 
Maoist posture tempered only in recent 

ears — became progressively less cred- 
ible. Even at home China's nuclear pro- 

ramme faces mounting criticism. In 

anuary, students of the Uighur minor- 
ity demonstrated against atmospheric 
tests in their native Xinjiang Autonom- 
ous Region. 

Against this background, the nine- 
point disarmament programme spelled 
out by Zhao at the March rally is seen as 
à bid to regain China's pride of place in 
the Third World on arms-control issues 
and shift the rationale for its nuclear- 
weapons development on to more inter- 
nationally acceptable grounds. Al- 
though Zhao did not mention the Par- 
tial Test Ban Treaty, the end to above- 
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it up and stuffed the pieces into his poc- 
ket. ! 

Adnan had understood the words 
mean a threat that he would be killed 
he he did not comply — the word *re- 
move" being construed as removal from 
"the face of the earth" as opposed to 
legal or constitutional removal from of- 
fice, the court held. Thus fearing for his 
life and the safety of his family, Adnan 


ground testing in China brings it in line 
with this 1963 treaty, which now be- 
comes the only arms accord observed by 
all five nuclear powers. 

The shift symbolises a far more con- 
crete approach to arms control, which 
only six years ago Peking excoriated as 
"sham peace" and superpower “collu- 
sion to encircle China.” “In the past 
China took a ‘line’ on arms-control 
agreements and denounced them all,” 
commented Washington-based securit 
analyst Banning Garret. “Now [Peking 
looks into the details and believes that 
some arms accords in some ci 
cumstances serve Chinese interes 
while others don’t.” vx 

his more down-to-earth approach 

to arms control reflects the broader 
process of China's internationalisation 
under paramount leader Deng Xiao- 
ping. But recent years have also witness- 
ed major breakthroughs in China's nu- 
clear-weapons programme, bringing it 
close, analysts believe, to the point 
where it will seek international guaran- 
tees to preserve a stable nuclear balance 
in Asia. 

Last September, according to West- 
ern defence analysts, China successfully 
test-fired the CSS4 intercontinental 
ballistic missile for the first time with 
multiple independently targeted re- 
entry vehicles (MIRV) — a capability 
achieved in 1984 when it placed three 
satellites in orbit simultaneously with 
the launch of its “Long March” CZ2 
missile. “MIRVing” its warheads, de- 





said he had faked 
court held that 
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sure and not as an exercise of free will. 
Moreover, it held that Adnan’s noctur- 








interpretation of the limitati 
governor's discretionary pos 
the Sabah constitution, 

Adnan, however, was wr 


appointed Mustapha wh 
tion results had not be 


leased, the judge said; “m 
A conspiracy was established, with 
former chief minister and Berjaya 
leader Datuk Harris Salleh being cre- 
dited with being the prime mover. 
5- main actors in the palace drama 
e Yahya and Harris’ staunch ally, 
atuk Majid Khan of Berjaya. Mus- 
tapha's son, Datuk Hamid Mustapha, 
and Malek Chua of Berjaya were 
named as having played minor roles. 
Proof of conspiracy was contained in 
Mustapha's account of the events of that 
morning which appeared in the 31 May 















fence specialists say, now gives China 
the capability — under certain cir- 
cumstances — to launch nuclear strikes 
on at least 12 major Soviet cities, includ- 
ing Moscow. 

Moreover, China also in 1982 suc- 
cessufully test-fired its CSS-NX3 inter- 
mediate range ballistic missile with an 
estimated range of 2,200-3,000 km. 
Combined with its two ballistic-missile 
submarines, China now has the compo- 
nents of an assured second-strike capa- 
bility — a quantum leap in nuclear-wea- 
pons strategy. 

China now has the “credible deter- 
rent," which analysts have long pre- 
dicted would mark its emergence as a 
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1985 issue of Asiaweek magazine, In the 
interview, Mustapha had related how 
Majid Khan and Yahya had assured him 
that “Musa had given the blessing and 
green light for an Usno-Berjaya coali- 
tion.” Mustapha had then reportedly 
asked Majid Khan how they were to 
form the government and was then told 
of the six appointed members. z 

"I went to the Istana [palace] at 2:30 
a.m. At about 3:30 a.m. I took the oath; 
Harris only called Musa at 3:40 a.m.," 
Mustapha reportedly told , the 
magazine. Mustapha had the opportu- 
nity to rebut the article but had not done 
so, the court held. 


jode court also ruled that taking the 
oath of office alone was insufficient, 
that a seal was required and that without 
the proper instruments of appointment 
— an unbroken custom in the appoint- 
ment of the chief minister Mus- 
tapha's appointment could not be consi- 
dered valid. Moreover, the subsequent 
notification of Pairin's appointment in 
the government gazette was sufficient 
unless Mustapha had challenged its val- 
idity earlier — which he had not. 
Of interest from a constitutional 
oint, the judge ruled that the right to 
hire in this case did not carry with it the 
normal right to fire as the Sabah con- 





status quo nuclear power with a stake in 
arms-control agreements. “China now 
has something to bring to the bargaining 
table,” a diplomat commented. 

Since the late 1970s, Washington has 
briefed China on its arms-control 
boven But beginning last year China 

as entertained similar discussions with 
Moscow and last month received the 
“unofficial” visit by Soviet Foreign 
Ministry’s Far Eastern division chief 
Igor Rogachyov, who reportedly 
briefed the Chinese on the 15 January 
Soviet proposals for nuclear-weapons 
abolition. Diplomats say the process re- 
flects a quickened sense in Peking that 
the superpowers are moving towards 
some form of arms accord. 

Zhao's March declaration reveals 
where China — the only nuclear power 
not represented at the superpowers' 
negotiating table — calculates its in- 
terests will lie in the Geneva arms-con- 
trol talks. On the surface the nine-point 
programme strikes a posture equidis- 
tant from both superpowers and in sym- 
pathy with the Third World. Stripped of 
its. superficialities, however, China's 
arms-control policies tilt towards Wash- 
ington and reveal a continuing distrust 
of Moscow. 

In those areas where arms-control 
— are now thought likely, or 

'hina’s interests are at stake, Peking's 
stance on arms control closely parallels 
those of Washington. Zhao's statement, 
for instance: 

» Calls for “simultaneous and balanced 
reductions and on-the-spot destruction” 
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stitution itself provided for the means 
for the removal of a chief minister. The 
letter revoking Mustapha’s appoint; 
ment was therefore deemed invalid. 
Nonetheless, this provided little legal 
satisfaction for Mustapha, since his ap- 
pointment itself was ruled void. 

The power struggle in Sabah will 
now be determined in the upcoming 
election, for which fierce campaigns 
have apparently already begun. | 

Despite its dismal performance last 
April and having lost two by-elections 
since, Berjaya hopes to recoup its 
losses, or at least to gain a few more 
seats than its present three. Meanwhile, 
the new Parti Cina Sabah will pro- 
vide an element that was missing last 
year — an entirely Chinese-based party 
to woo Sabah's Chinese voters, espe- 
cially in the eight, largely urban Chinese 
seats which helped give the PBS its edge 
last year. Other mosquito parties that 
will join the fray are almost untested: 
the rejuvenated Kadazan-based Pasok 
and the Murut parties will both try to 
appeal to specific communal loyalties, 
but Sabah observers do not expect much 
of a showing from them. 

After 11 months of legal and political 
attrition, the real battle will inevitably 
be fought between the opposition Usno- 
Berjaya team and the PBS. ü 


of intermediate-ranged nuclear missiles 
(INF) being negotiated at the Geneva 
INF talks, and — like Japan — urges 
Washington to reject an agreement 
which permits Moscow to shift its 
mobile SS20 missiles from Europe to 
Asia. 

» Stresses "effective measures of verifi- 
cation" as essential to implementing 
arms-control agreements; China is 
widely believed to be hosting the US in- 
telligence facilities necessary to monitor 
Soviet compliance with SALT I & II ac- 
cords, lost after the fall of the Shah of 
Iran. Washington is also considering ap- 
proaching China to install seismic de- 
vices to monitor low-grade under- 
ground nuclear explosions in the Soviet 
Union. 

» Links cuts in nuclear arsenals to 
"drastic reduction of conventional 
arms" since China, like Nato countries, 
confronts overwhelming conventional 
Soviet troop concentrations along com- 
mon land frontiers and considers its nu- 
clear arsenal an “equaliser.” 


hina's stance coincides with the 

Soviet Union's on a number of arms- 
control issues, ensuring the “non- 
aligned and independent" character of 
its overall policy. 

Moscow's 1982 pledge never to be 
the first to use nuclear weapons echoed 
late Chinese premier Zhou Enlai's dec- 
laration the day after China exploded its 
first nuclear bomb in October 1964. But 
in private, Chinese officials cast doubt 
on the Soviet pledge, indirectly in- 




































CE yo. een € Lg AE 
Val dating the concep A 


— 7$ DET ESO 
the strength of such 



















arantee- 


| involved. 

| A comparable logic applies to the 
| ‘coincidence of Chinese and Soviet posi- 
= tions appealing for nuclear-free zones 
| and pledges by nuclear powers not to 
use nuclear weapons against non-nu- 
| clear states. China pioneered these con- 
| cepts and employs them today to disarm 





| its neighbours’ fears that it has taken the: 


| road of the nuclear superpowers. 

| Similarly, both Peking and Moscow 
| call fora comprehensive test-ban treaty. 
| But China remained silent on Moscow's 
| eight-month unilateral test moratorium 
. declared in August 1985 and failed to 
. criticise the continuation of US nuclear 
| tests in Nevada since the moratorium. 
| | Chinese and Soviet interests coin- 
| cide closest in their common opposition 
| to the US Strategic Defence Initiative 
1 ED) Like Moscow, Peking considers 
— SDI “destabilising” and fears that the 
| shift to space-based defence will render 





. China's own nuclear arsenal obsolete 
just as it is achieving its declared goal of 
minimal deterrence." 

| But unlike the Soviet Union, China 
. does not explicitly denounce SDI as à 
research programme, reflecting an 
underlying questioning on whether 
. China's modernisation somehow stands 
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to gain from the commercial spin-offs in 
j robotics, lasers, optical fibres, and new 
| materials which are expected to be re- 
. volutionised by the allied strategic de- 
. fence research. 
. . Diplomats say the Chinese leader- 
Ship is debating whether to participate 
Jin multilateral arms-control talks in 
` Asia. Such a development may be far 
. down the road, but its own modernisa- 
ton drive, its nascent second-strike 
= capability and the growing belief that 
. the superpowers are moving towards 
some arms-control agreement, all point 
China in that direction. 
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Reaction is mixed to the South Pacific’s anti-nuclear accord 


By Hamish McDonald in Sydney 


icu "survivalists" set on bunker- 
ing down for a nuclear holocaust 
would probably put the countries of 
the South Pacific high on their list 
of comparatively safe refuges — out 
of the fallout dispersed around the 
Northern Hemisphere from industrial 
target cities and not too far south to 
be caught in the temporary global freeze 
caused by a smoke-induced "nuclear 
winter." 

Almost all governments in the re- 
gion, however, increasingly feel call- 
ed upon to wrestle with nuclear arms 
control and disarmament issues, to 
a degree that no doubt strikes hard- 
pressed officials in major capitals as 
incongruous. 

One result has been the Nuclear Free 
Zone (NFZ) treaty — signed 
so far by nine of the 13 
member countries of the 
South Pacific Forum, includ- 
ing Australia and New Zea- 
land, and since adopted at the 
forum's most recent annual 
heads of government meeting 
last August in Rarotonga, in 
the Cook Islands. As none of 
the forum states envisage ac- 
quisition of nuclear weapons 
or hosting of tests, the 
treaty's true achievement will 
be measured by the degree to 
which it controls the present 
or future activities of nuclear- 
weapons states. 

A deputation of officials 
from six forum countries 
— Australia, New Zealand, 
Fiji, Solomon Islands, Papua 
New Guinea and the Cook Is- 
lands — visited Washington, 
Moscow, London, Paris and 
Peking earlier this year to seek acces- 
sion to three protocols associated with 
the treaty. These bind the signatory not 
to use or threaten the use of nuclear 
weapons against the countries of the re- 
gion, not to test nuclear weapons or 
dump nuclear waste in the region and 
not to manufacture or station nuclear 
weapons in their territories in the re- 
ion. The NFZ stretches from Austra- 
ia’s Indian Ocean shores to South 
America, and from the Equator to An- 
tarctica. 

The Australian-drafted treaty ap- 
pears carefully designed not to impede 
any present or conceivable operational 
requirements of the US, the super- 
power with which most forum states 
are allied or aligned. It has been fair- 
ly widely seen as a pre-emptive diplo- 
matic strike against more radical alter- 
natives, which might seek to extend 
New Zealand's ban on port calls by 





nuclear-armed vessels, ban installa- 
tions connected with nuclear-strike 
capability or control supply of nuclear 
materials. 

The treaty leaves each member state 
to determine its own policy on ship and 
aircraft transits. It makes no mention of 
installations such às the US very low- 
frequency radio station at Australia's 
Northwest Cape, which communicates 
with submerged submarines, or the 
Narrungar and Pine Gap satellite intelli- 
— stations, which relay data on 
Soviet missile firings and defence activi- 
ty. It places no restriction on the mining 
and export of uranium. 

Reaction from the nuclear powers 
has been guarded though, and with the 
protocols still in draft form at least ung 
the next forum meeting in August, i 
mediate agreement was not expected. 
Neither the Soviet Union nor China 
carry out releyant operations in the 
zone. Apart from one test-firing of a 
missile delivery vehicle and dispatch 
of a recovery fleet, China has sent 
no military forces into the South Paci- 
fic. 

Known Soviet excursions appear to 
have been confined to scientific re- 
search ships, on some occasions operat- 
ing with an attendant submarine. How- 
ever, despite Moscow's denials, New 
Zealand Prime Minister David Lange 
has said a submarine recently detected 
in Cook Island waters by Royal New 
Zealand Air Force PC/3 Orion aircraft 
was probably Soviet. 

After the forum delegation visit in 
January, China said it would “look posi- 
tively” at the treaty. The Soviet reaction 
was similar, though an official Tass 
newsagency commentary expressed r 
gret that more rigorous treatment of 
clear port calls and transit was not in- 
cluded. 

Moscow’s approval was also relayed 
by Foreign Ministry arms-control spe- 
cialist Yuri Nazarkin on a Canberra visit 
in January. Nazarkin, giving Moscow's 
first assurance on targeting, also said: 
"The Soviet Union is not going to target 
its missiles to the South Pacific, includ- 
ing Australia." To the extent that this is 
believed, it pays what seems to be the 
only cost to Moscow in joining the pro- 
tocols — giving up a threat to target US 
installations in Australia. 

French reaction has been courteous 
but non-committal, not surprising given 
that the treaty formalises the South 
Pacific Forum's long-expressed opposi- 
tion to nuclear testing at Mururoa Atoll 
in French Polynesia. French strategic 
ambitions in the Pacific, including moot- 
ed development of bases in New Cale- 
donia, could also conflict with the treaty. 






Despite careful tailoring of the draft 
by Canberra to meet published US 
criteria, the treaty was not warmly re- 
ceived in Washington. The latest issue 
of the Pentagon's Soviet Military Power 
notes: *Moscow has also sought to 
exploit the anti-nuclear sentiment in the 
Pacific island states, Australia and New 
Zealand through calls for nuclear-free 
zones that would have a much greater 
impact on US ships and aircraft than 
those of the Soviets. This, combined 
with other efforts to have states in this 
area deny access to the US could be dam- 
aging to Western strategic interests. " 

South Pacific Forum. officials feel 
that the US can be won around and 
point out that it took several years for 
Washington to sign protocols to the 
NFZ accord signed by 24. Latin Ameri- 
can nations, the Tlateloco Treaty, and 
then with accompanying letters of 
understanding. 

The political sticking point seems to 
be the treaty's tolerance of decisions by 
individual states against port access. 
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ti-nuclear march; 





hile such decisions are also accommo- 
dated in the Tlateloco Treaty, Washing- 
ton is clearly not resigned to the New 
Zealand policy, which though in appli- 
cation is not yet enforced by law. 
Lange's government has referred anti- 
nuclear legislation introduced in parlia- 
ment last December to a select commit- 
tee for several months of study. 


ew Zealand's policy has certainly 

had repercussions for the US and its 
allies in far-off capitals. It raised awk- 
ward i rigen for Peking about plan- 
ned US Seventh Fleet port calls to 
China — scrapped at the eleventh hour 
because of a dispute between Peking 
and Washington over US nuclear- 
weapons policy — just before Chinese 
Communist Party General Secretary Hu 
Yaobang's South Pacific tour a year ago. 

This month's visit to New Zealand by 
Japan Socialist Party leader Masashi 
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Northwest Cape communication balancing act. 


Ishibashi could stir up the Japanese de- 
bate on the same issue, a few months be- 
fore Japan's expected mid-summer elet- 
tion. And Lange’s visit to Jakarta in 
March drew some thinking aloud by In- 
donesian Foreign Minister Mochtar Kusu- 
maatmadja about application of the 
South Pacific formula to Southeast Asta. 

That port access is the chief US 
worry was confirmed in a cable from the 
Australian Embassy in Washington to 
Canberra, leaked in December. Re- 
porting objections by the US Defence 
Department's international strategic 
policy division, the cable quoted the US 
State Department's director of Austra- 
lia and New Zealand affairs as saying 
that “his expectation was that the US 
approach to the treaty would probably 
be one of continuing to be open-minded 
about the treaty while being ready to be 
more positive if there were a shift on 


| port access. " 


US attitudes are also more sym- 
pathetic to France than those of Austra- 
lia, a point criticised in a recent speech 





in Washington by Australian Ambas- 
sador Rawdon Dalrymple as combining 
with fishery policy to create hostility to 
the US in Pacific island states. Conser- 
vative members of a US congressional 
team that toured the Pacific in January 
voiced reluctance to isolate France. 
Consideration of its allies is probably 
also important for Britain. 

For the US, one comforting factor 
must be that Australian Prime Minister 
Bob Hawke's government has nanaged 
to steal domestic anti-nuclear thunder 
by a similar approach of co-opting much 
of the activity. Australian Foreign 
Minister Bill Hayden has moved his de- 
yartment into "peace" activities on a 
edi scale. In a recent reply to opposi- 
tion foreign affairs spokesmen Andrew 
Peacock, Hayden said the Foreign Af- 
fairs Department had 28 officials work- 
ing on disarmament and nuclear-policy 
matters — rivalling the activity of the 








Southeast Asia and Pacific Division (35 
staff) and the Europe, Americas and 
North Asia Division (29 staff). 

A specially appointed ambassador 
on disarmament issues, Richard Butler, 
maintains a high profile in Geneva and 
New York. More to the point, perhaps, 
he.is back in Australia —— talk 
about Australia’s diplomatic activity on 
a comprehensive test ban — singled out 
by Hayden as the “circuit-breaker” in 
the arms race — and other nuclear is- 
sues. 





ustralia’s Foreign Affairs Depart- 

ment budget includes an A$3 million 
(US$2.2 million) allocation for Interna- 
tional Year of Peace activities, adminis- 
tered by the ebulliant former Labor 
Party politician Al Grassby. A note to 
the budget explained: “The primary 
benefit of this programme will be to 
reinforce in the public mind the govern- 
ment's commitment to peace and to 
educate it on government policies, espe- 
cially in the arms control and disarma- 
ment areas." 

Many conservatives and some Asian 
specialists criticise this diversion of re- 
sources to objectives over which Aus- 
tralia has little influence. But one senior 
Foreign Affairs Department official, 
not himself obviously prone to the 
*peace" line, argued that any govern- 
ment in Australia was forced to keep the 
widening big-power nuclear issues 
under close review to avoid political and 
diplomatic embarrassments. 

In the anti-nuclear camp, the gov- 
ernment embrace has blurred the focus 
of protest to the point where supporters 
of nuclear deterrence — the govern- 
ment line — can join in. Observing the 
row of Labor Party leaders jostling in 
the front row of Sydney's Palm Sunday 
peace rally this year, Nobel Prize win- 
ning author Patrick White was heard to 
call New South Wales Premier Neville 
Wran "the greatest hypocrite in this 
state." 

The balancing act stays on the wire 
as long as Canberra can be sure its US 
ally is not striving for nuclear advan- 
tage or first-strike capability. Flurries 
have been caused here by introduction | 
of the US high-accuracy Trident H 
missiles. 

The Reagan administration's 
Strategic Defence Initiative (SDI), or 
Star Wars p. whose basic concept is 
disputed by the government, has 
brought another dilemma. Having re- 
jected a US offer extended to close al- 
lies to negotiate agreement on SDI par- 
ticipation, Canberra is trying to limit 
potential economic costs. Another 
leaked cable, from the Foreign Affairs 
Department to Dalrymple in March, 
said: “As you know, most Western 
countries which do not su p the 
strategic concept behind I have 


made or are making arrangements to 
protect their national technical and in- 


dustrial interests.” 
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Press war continues 


Suharto-Marcos analogy in a Sydney newspaper affects ties 


By Hamish McDonald in Sydney 


A’ Australian newspaper article de- 
tailing the business connections of 
Indonesian President Suharto’s famil 
and studying possible analogies wit 
Marcos-style “cronyism” has set back 
sharply a long, slow process of rap- 
prochement between Jakarta and the 
Australian media since the East Timor 
rupture. 

The article appeared in the prestigi- 
ous daily The Sydney Morning Herald 
on 10 April as Australian officials, 
academics and journalists began a two- 
day seminar in Jakarta to discuss bilat- 
eral relations with Indonesian counter- 
parts. It came two days before Indone- 
sian Minister for Research and Technol- 
ogy Jusuf Habibie was due to begin a 
six-day visit to Australia. 

Written by Herald foreign editor 
David Jenkins — an Indonesian special- 
ist whose recent Cornell University 
monograph Suharto and his Generals 
has been well reviewed and circulated 
in photocopy form inside Indonesia — 
the main article on an inside page 
traversed the familiar ground of in- 
volvement by Suharto relatives in the 
clove, flour and cement industries as 
junior partners of Bank Central Asia 
financier Liem Sioe Liong. 

This is always sensitive material, 
though it has been a perennial subject of 
* in Indonesian circles, and Jen- 

ins’ main article was cautious in tone. 
While "hata, unne nea Jakarta sources 
as saying the business connections were 
under increasing scrutiny, the main arti- 
cle said that unlike the cronies of Fer- 
dinand Marcos, the Liem business group 
was meeting hard economic times by 
shouldering some of the government's 
more costly industrial burdens — in parti- 
cular the loss-making Krakatau Steel. 

While on its own this might have 

assed without reaction from Jakarta, a 
ront-page digest written by Jenkins the 
same day made it hard for Indonesian 
officials to ignore. Under a photograph 
of Suharto and the headline "After 
Marcos, now for the Suharto millions," 
the digest said corruption was the 
" Achilles Heel" of an otherwise impres- 
sive presidency that had "little in com- 
mon" with that of Marcos. It highlight- 
ed allegations that Suharto's wife 
squeezed money from business through 
charitable foundations and that 
Suharto’s children had won preference 
in business opportunities. 

Indonesian reaction came within a 
few days as word of the article reached 
Jakarta. Habibie “postponed” his visit 
and refused even to transit Australia on 
his way to New Zealand a few days 
later. A Suharto protégé since child- 
hood, Habibie told the Australian 


Broadcasting Commission: "I am in- 
sulted as an Indonesian because my pre- 
sident is being insulted.” 

On 14 April, Australian Ambassador 
in Jakarta Bill Morrison was summoned 
to the Foreign Ministry for an official 
protest, while Indonesian Ambassador 
in Canberra August Marpaung called 
on Foreign Minister Bill Hayden to de- 
liver the same message. The next day 
in Jakarta about 80 members of the 
Indonesian National Youth Commit- 
tee, affiliated with the government- 
backed grouping Golkar, held a dem- 
onstration outside the Australian Em- 
bassy and sent a delegation to meet 
Morrison. 

The official protests made no specific 
request to the Australian Government, 
and Marpaung later told Canberra jour- 
nalists that “we understand the Austra- 
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the Australian Financial Review as the 
only Australian news organisation with 
Jakarta representation. A request by 


the West Australian. newspaper to open 
à Jakarta otc dd has little chance of 


SUCCESS. 

Australians press commentary has 
mostly criticised Indonesia for an “over- 
reaction” that drew more attention to 
the Suharto family than had the original 
reporting which, despite the front-page 
"hype" struck most Australian analysts 
as revealing little that was new. 

The point-was made that the several 
hundred US journalists travelling with 
Reagan to Bali were more likely to be 
alerted now to controversy about the 
business links of Indonesia s leadership 
and would draw on the Jenkins articles 
as a reference for possibly facile com- 
parisons of Suharto with Marcos. 

An editorial in the Australian Finan- 
cial Review said that while press bans 
may be “emotionally satisfying" it was 
illogical to suppose these would inhibit 
"negative" reports; “The reality is the 
such a clampdown will encourage the 
publication of negative reports [which 
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Demonstrators outside the Australian Embassy in Jakarta: ‘overreaction 


lian Government has no way of interfer- 
ing in the press of Australia.” No indica- 
tion was given that government contacts 
— such as seabed boundary talks or next 
month’s Australian visit by East Timor 
Governor Mario Carrascalao — would 
be affected by retaliation. 


E this incident has fallen on al- 
ready slender media contacts. Indone- 
sian officials ruled that no Australian 
correspondents would be allowed to 
cover US President Reagan's visit to 
Bali (29 April to 2 May), where he will 
meet Suharto and the Asean foreign 
ministers. Visas for a Perth TV crew to 
cover a beauty contest in Bali were with- 
drawn. 

Australian Associated Press (AAP) 
was told that a visa issued to its corres- 

ndent due to take over AAP's 
akarta post next month was sus- 
pended. When the present AAP corres- 
pondent finishes his term, this leaves 


become all the more attractive to a fre 
press in a competitive market because 
of their rarity] and inhibit the publica- 
tion of positive reports, which require 
access to official or authoritative 
sources to ensure reliability,” the edi- 
torial said. 

The Herald defended itself against 
suggestions that the article was intended 
to disrupt relations. Jenkins said „the 
timing was entirely coincidental with 
the Jakarta seminar “though I don't ex- 
pect Indonesians to believe that." 

However, Hayden invited the Aus- 
tralian press to reflect on the “costs and 
benefits" of such reports, advice which 
he said the Herald itself had long given 
him. “If the media undertake certain re- 
porting which provokes Indonesian 
reaction . . . and suffer some sort of im- 
position as a result of that, then that's a 
problem they should have taken into ac- 
count before they embarked on the 
particular reporting," Hayden said. @ 
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Green light 
for business. 


North America, the Middle 


East: places where business is 





fundamental. 

From electric cables in 
Jeddah to petrochemical engi- 
neering in New York, there’s 
a billion opportunities. 

Banque Indosuez is in all the 
major countries in the Middle 
East. Al Bank Al Saudi Al Fransi, 
our affiliate, is among the fore- 
most banks in Saudi Arabia. 

And we're in all the major 
business centers in North 
America. With Banque Indosuez 
you ve got the green light for 
business. 

Banque Indosuez, present in 
65 countries, opens up a whole 
world of opportunities. 


EW YORK: engineering Head office : 96, boulevard Haussmann, 75008 Paris JEDDAH : electric cables & 
r f d = 


KLD” M BANQUE INDOSUEZ 


DA 


BANQUE INDOSUEZ. 
WHOLE WORLD OF OPPORTUNITIES. 





Moving in the Same Direction 


Lucky-Goldstar is a U$10-billion 
group of 23 Korean companies 
working in chemistry, electronics, 
and services. 

Today, Lucky-Goldstar products 
and services ranging from engineer- 
ing plastics, home appliances and 
fiber-optic communication systems 


OU & LUCKY-GOLI 


to construction, finance and trade are 
helping to create a better quality of 
life both at home and abroad. 

But these accomplishments 
arent ours alone. 

Through successful partner- 
ships with companies like AI&I, 
Hitachi, Siemens, and Caltex, we've 
developed a leading edge in some of 
today’s most important business 
fields. Through technical exchanges 





and joint ventures abroad, we're 
working with our partners to pro- 
mote economic growth and free 
market systems in other countries as 
well as our own. 

Backed by an aggressive com- 
mitment to R&D, our 70,000 em- 
ployees are putting Lucky-Goldstar 
technologies and experience to work 
in such famous success stories as 


Mahajac Electric in Thailand, SABIC 


in Saudi Arabia, and Goldstar of 
America in Huntsville, Alabama. 

Take time to find out more 
about Lucky-Goldstar. Contact the 
Overseas Planning Dept., Lucky-Goldstar 
Int] Corp, CPO Box 1899, Seoul, 
Korea. Phone (02) 777-8097, Telex 
K27266 LGINTL. 


LUCKY-GOLDSTAR 


Business fields of Lucky-Goldstar companies: 


Chemistry: Lucky, Ltd. Lucky Advanced Materials 
Electronics, Electrics& Communications | | Goldstar Co. 
Ltd.| |Goldstar Cable()Goldstar Telecommunication 
Goldstar Electric )Goldstar Instrument & Electric 
/Goldstar Precision )Shinyeong Electric |.) Goldstar 
Semiconductor) Goldstar-Alps. Electronics O Goldstar- 
Honeywell Energy and Resources T Honam Oil Refinery 
‘Korea Mining & Smelting Construction and Engineering 
‘Lucky Development O Lucky Engineering Financial 
Services] Lucky Securities; Pan Korea Insurance 
Goldstar Investment & Finance © Pusan Investment & 
Finance Trade and Distribution | | Lucky-Goldstar Interna- 
tional ; Hee Sung Public Service | | The Yonam Foundation 
|The Yonam Educational Institute Sports O Lucky: 
Goldstar Sports 





Wh is no better wav to travel between Hong Kong and London, Frankfurt, Vancouver and Rome 


than on one of Cathay Pacific's pioneering non-stop flights. Getting you there quicker is an important part of our 


prime objective: helping our passengers arrive in better shape. From selecting the best pilots the world has 





to offer to providing the most comprehensive and most convenient schedules in Asia, everything we do is 
designed with that aim in mind. Because we know the better shape you're in when you arrive, the more you'll 


want to fly «with us. Whatever you plan to do at the end of your journey 


Arrive in better shape —— 


CATHAY PACIFIC. 
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LAPELS GENTLY ROLLED, LACQUERED BUTTONS. 
YOU CAN TELL IT’S A DUNHILL BLAZER. 





At Dunhill the studied art of the craftsman has always been seen as an essential of good 
design. Whether the material worked is of worsted cloth, a precious metal or fine leather. Dunhill has become 
a hallmark not just of inherent British values but of quality the world over. 





lhe Dunhill Blazer. A rolled lapel is a sure indication of classic tailoring, which is complemented 


by the design of the distinctive lacquered buttons. Making this a blazer that can be worn comfortably on both 





formal or more casual occasions with total confidence. 


ALFRED DUNHILL’S PHILOSOPHY: = 


IT MUST BE USEFUL.IT MUST WORK DEPENDABLY. IT MUST BEBEAUTIFUI 
IT MUST LAST.IT MUST BE THE BEST OFTTIS KIND 
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„Mugabe; guerillas: guns traded for raw materials. 


Pomrades and arms 


Kim Il Sung woos Africa with military aid 


3y John Edlin in Harare, Zimbabwe 


uns have triumphed over butter in 

two decades of tug-of-war between 
North and South Korea for influence in 
Africa. South Korea, opting for aid in 
he e of rice shipments and agricul- 
ural advisers, has won a foothold in 15 
Xf the 50 members of the Organisation 
of African Unity. 

North Korea, which pumps arms and 
umy instructors into the continent, en- 
oys diplomatic relations with 26 na- 
ions. But Pyongyang's bolt-action dip- 
omacy suffered two major setbacks in 
he past 18 months with the expulsions 
Kf military and other advisers from 
Jganda and Lesotho for allegedly plot- 


E with anti-government rebels. 






early March, Zimbabwe witness- 
he withdrawal of the last remnants 
X the biggest North Korean military 
nission to Africa. Brig. Sin Hyon Dok, 
iead of the mission that at its peak in 
981 boasted 160 instructors, left Ha- 
are for home with two junior officers 
ifter accomplishing the stated task of 
ielping train a 5,000-strong armour- 
sacked brigade and a 25,000-member 
'aramilitary people's militia. 

Many Zimbabweans are sorry to see 
hem go. The North Korean-trained 5th 
3rigade often thrilled crowds at football 
tadiums with displays of martial arts — 
mashing bottles, bricks and wooden 
anks with their hands and heads. 

Some others are not so sad. In 
anuary 1982, the 5th Brigade — made 
ip mainly of troops of Prime Minister 
tobert Mugabe's dominant Shona tribe 
— were dispatched to Matabeleland 
rovince to crush armed rebels loyal to 
pposition leader Joshua Nkomo. Hun- 
reds of civilians, of Nkomo's minority 
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Ndebele tribe, were slain, tortured, 
robbed and raped. And while the gov- 
ernment insists all atrocities were com- 
mitted by the rebels most victims 
blamed the Gukurahundi or “the storm 
that blows away the chaff," as the North 
Korean proteges were collectively call- 
ed. 

With the departure of the last North 
Korean instructors the biggest remain- 
ing foreign military mission is run by 
Britain, the colonial power until inde- 
pendence in 1980. The British Mili- 
tary Advisory Training Team which 
also had 160 advisers in 1981, now 
has 50-60 instructors grooming cadet of- 
ficers, artillery gunners and tank com- 
manders. 

The British have also taken over ad- 
vance training for officers of 
Gukurahundi, which was stripped of its 
tanks and other armoured vehicles at 
the height of the North Korean pre- 
sence. And some 20 veteran officers 
from China are working with a re- 
vamped armour unit. Pakistan, the only 
other foreign country with a significant 
military mission, is playing a key role in 
the air force. 


he withdrawal of the North Koreans 

was shrouded in as much mystery as 
their arrival. More than 100 instructors 
landed at Harare International Airport 
in the early hours of one morning in Au- 
pus 1981, after Mugabe had paid an of- 
icial visit to Pyongyang to sign an aid 
agreement. 

While the top ranks settled in posh 
colonial-style mansions with servants, 
swimming pools and tennis courts in 
Harare’s embassy row, others began 


training in the Inyanga mountains camp 
100 miles east of the capital and close to 
the border with Mozambique. Allega- 
tions quickly surfaced that North Ko- 
rean-trained troops were harassing 
tourists, three of whom — British visit- 
ors — were found dead in the area. A 
year after they arrived, the first batch of 
North Koreans returned home without 
explanation. 

But diplomats noted that they left a 
few months after the North Korean in- 
structors reportedly led their fledgeling 
troops on an ill-fated mission against 
anti-Marxist rebels in Mozambique. 
Gukurahundi's nose was badly bloodied 
and it withdrew. A smaller team from 
Pyongyang came to Zimbabwe about 
the same time to help form the 25,000- 
strong people's militia — a home guard 
of men and women aged between 16 and 
65 trained in martial arts and the use of 
weapons ranging from rifles to anti-air- 
craft guns. 

Mugabe at the time explained the 
militia was needed to defend landlocked 
Zimbabwe against attack from neigh- 
bouring White-ruled South Africa, and 
the home guard was described both as 
"the eyes and ears of the people" and 
the "grassroots of our defence forces" 
by Defence Secretary James Chitauro. 

At his farewell recently Sin told Zim- 
babwean officers the militia was "suc- 
cessfully carrying out its mission of 
guarding key points both on Zim- 
babwe's borders and in operations in 
Mozambique." It was the first public 
acknowledgment that the home guard 
was intended to support some 12,000 
Zimbabwe troops stationed in Mozam- 
bique to protect vital railways, highways 
and an oil pipeline from rebel sabotage. 
But officials in Harare were quick to ex- 
plain that the militia also did useful 
community work building clinics, hospi- 
tals, schools and bridges. 

"If the North Koreans are remem- 
bered fondly it will be for their work 
with the militia, but not with the 5th 
Brigade," an African diplomat here ob- 
served. Zimbabwe was the latest of 
more than a dozen countries in which 
Pyongyang poured arms and instruc- 
tors, including Algeria, Libya, Mozam- 
bique, Somalia, Tanzania and Zambia. 
Western diplomats insist the main mo- 
tive is to offset South Korea's presence 
in the continent. But some believe 
Pyongyang actually profits from its Af- 
rican adventures. 

In Iran, the North Koreans have 
earned hundreds of millions of dollars in 
oil and hard currency in return for arms 
to help Teheran in its war against Iraq. 
In Africa, analysts contend, the Nort 
Koreans trade weaponry for raw mat- 
erials like copper and cash crops like 
cotton, coffee, tea and tobacco. But 
guns are rarely given for nothing. North 
Korean officers posted to Zimbabwe 
were paid local salaries, some as high as 
US$20,000 a year, or three times what 
they would earn back home. Oo 











SOUTH KOREA 


By Shim Jae Hoon in Taegu 
A series of high-profile rallies staged 
recently by the opposition New Ko- 
rea Democratic Party (NKDP) in the 
important provincial cities of Pusan, 
Kwangju and Taegu has focused nation- 
wide attention on the opposition's quest 
for constitutional revisions and demon- 
strated grassroots support for political 
change 

And given that only a few weeks ago, 
such opposition activities in Seoul had 
been severely suppressed by hundreds 
of riot police, who had even prevented 
NKDP members from entering their 
own party headquarters, the govern- 
ments easing of pressure on the 
NKDP's provincial activities represents 
a significant step forward in the liberali- 
sation of politics. 

Grassroots support for the opposi- 
ton's drive to replace the electoral- 
college system with direct election of 
the next president was reflected in the 
size of the crowds gathered in the three 
provincial cities to hear oppositionists 
| attack South Korean President Chun 

Doo Hwan and his military-backed 

government: The rally in Pusan at- 

tracted 30,000 people, the one in 

Kwangju more than 50,000 and the 

event here drew some 20,000 at its 
| peak. The government has argued that 
support for the electoral-reform drive 
comes mostly from radical students in 
Seoul, 

The rallies also underlined the con- 
tinuing popularity of such dissident fig- 
ures as Kim Young Sam and Kim Dae 
Jung, who have been the driving force 
behind the NKDP. In Taegu, thousands 
of people jostled each other for a better 
view of Kim Young Sam (Kim Dae Jung 
remained confined at home in Seoul), 
ignoring official attempts to siphon 
them away from the rally with hastily ar- 
ranged sports and other recreational 
events. Cupping their ears to better 
hear Kim's words, broadcast over roof- 
top loudspeakers, people in the street 
applauded noisily each time the govern- 
ment came under attack. 

Despite this show of mass support, 
however, relatively few among the 
crowd were willing to put their name to 
the opposition's petition for constitu- 
tional reform, fearing reprisals from the 
authorities. Even in Seoul, where politi- 
cal activism is more a part of daily life 
than in the provinces, people were re- 
luctant to sign. A young export com- 
pany executive said: “No, I won't sign it 
... don't want to ruin my business." He 
said he wanted to avoid attracting the 
attention of officials, including those 
from the tax office. 








All eyes on the opposition 


NKDP rallies focus nationwide attention on reform 


If such attitudes dampened NKDP 
hopes of collecting 10 million signatures 
by the end of the year, the party has 
nonetheless created a new political 
awareness in the provinces. Despite 
government efforts to drive a wedge be- 
tween student demonstrators and the 
general public — by portraying the 
former as leftists endangering the 
South’s security vis-a-vis the North — 
the two groups sometimes closed 
ranks. 

In and, in 


Taegu especially, 


Kwangju demonstrators arrested after 
clashes with riot police included work- 
ers who had joined students in support 
of student-worker demands for the right 
to strike and organise free unions. "This 








Kim Young Sam at the Kwangju rally: popularity. 





is a clever move by radicals to fuse minju 
[democracy] with minjung [masses] is- 
sues," a political observer in Taegu said. 


hortly before student protesters 

tried to storm Taegu City Hall on 
the evening of 5 April. they burned an 
effigy representing army generals, from 
whose ranks Chun and his predecessor, 
Park Chung Hee, rose to power. And at 
all three provincial rallies “Down with 
military dictatorship" became the slo- 
gan of the day. These protests reflected 
an increasing trend among  op- 
positionists, particularly students, to 
view the armed forces leadership as 
being inimical to democratic values. 
Such a perception could undermine the 
military's vital role in the sensitive area 
of national security — an area the gov- 
ernment has in the past considered sac- 
rosanct. 








- Fu wor è — — 


~ 


The attacks on the military’s politic: 
role may have been due in part to 
bizarre incident in Seoul recently, ir 
volving the national assembly's defenc 
committee. At a drinking party for ni 
tional assemblymen, hosted by the arm 
chief of staff, two senior-ranking gene 
als allegedly punched some legislato) 
from the rie Democratic Justi 
Party (DJP). 

“It was a private drinking brav 
carrying no political overtones,” a DJ 
member said, in defence of the tigl 
censorship imposed by the gowveri 
ment on the media’s coverage of th 
episode. An opposition assemblyina 
said: “The government can't reve: 
the facts as they would worsen the à 
ready bad image of politically incline 
generals." 

What triggered the brawl, which th 
local press has dubbed “the defenc 
committee drinking-party incident. 
has become the subject of speculatio 
nationwide. Some accounts suggest tb 
generals involved were showing th” 
dissatisfaction with what they viewed. 
— — a too soft handling o 
the NKDP by the DJP I 
any case, the inciden 
tends to portray the mili 
tary leadership as disdain 
ful of elected civilian poli 
ticians. 

Despite the boost suc 
incidents could give th 
NKDP. some moderat 
oppositionists have cau 
tioned against attackin 
the military too severel 
for tear that its leaders wil 
become even more oppos 
ed to civilian politics as ; 
result. In addition, Kin 
Young Sam and NKDI 

resident Lee Min Wo 
kove advised crowd 
against using violence 
warning that violent pr 
tests could give the 4 
and its military backers : 
excuse to crack down oti 
the opposition. There has been som 
speculation in recent months that thi 
government might respond to the oppo 
sition's growing strength by proclaimin; 
a national emergency and dissolving thi 
national assembly 

The opposition rallies still to be hel 
could precipitate a political crisis i 
Chun fails to clarify his views on th 
constitutional-revision issue. The presi 
dent has not yet agreed on the timing o 
any revision under which the presiden 
would be elected directly, and th 
NKDP has rejected a compromise for 
mula for improving the electoral-col 
lege system. The opposition's hardlin 
stance reflects its fear that a com 
promise formula would only help per 
petuate a one-party system under ; 


post-Chun,  military-approved presi 
dent — such as DJP chairman Roh Tat 
Woo. fl 
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Swissairs Far East game has just about as many variations as mah-jongg, tangram or go. 
It doesn't matter whether you board a Swissair plane in the Far East and fly, say, 


from Hong Kong to Bangkok or Bombay. Or from Singapore, Colombo or Karachi to 


Switzerland in the Far West. Or back again to Tokyo in the Far East. Swissair's oriental 
game can be turned any way you like: whichever side you look at is even more inviting 
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THESTHCOLUMN è — Jusuf Wanandi | 


US protectionism raises 
question of Pacific security 





he Jenkins Bill came as a shock to 

governments and the peoples of 
East Asia, perhaps not so much because 
US protectionism had taken such a 
crude form, but because it was mainly 
directed towards the countries in the re- 
gion. The discriminatory nature of the 
bill, which penalises the more successful 
developing and newly industrialised 
countries (NICs), has raised doubts 
about the US interest in maintaining the 
stability of East Asia. 

The importance of trade to economic 
development is immediately obvious for 
the countries in East Asia which have 
adopted export-oriented strategies of 
industrialisation. The importance of 
economic development to national 
security and stability is equally well es- 
tablished, especially for the countries in 
Southeast Asia which went through a 

eriod of internal instabilities due to the 
ailure to develop economically. 

Moreover, the Jenkins Bill — 
though it was vetoed by President 
Reagan — was seen as only the tip of the 
iceberg, to be followed by a series of 
protectionist legislations which will 
have serious implications for East Asia, 
owing to the fact that it has become a 
successful exporter of quite diverse 
manufactured products. 

The past 15-20 years have shown that 
the series of economic success stories in 
East Asia have led to greater stability in 
the region. This achievement becomes 
all the more pronounced when one 
takes note of the fact that the only cur- 
rent open conflict in East Asia, namely 
the Indochina conflict, was caused by 
the poorest, economically stagnant, 
communist countries — Vietnam, Pol 
Pots Cambodia and China under the 
Gang of Four. 

The concepts of national and region- 
al resilience as promoted by the Asean 
countries as well as Japan's comprehen- 
sive security policy are premised upon 
the close inter-relationship between 
security and economic development. 
National development is seen as the 
most appropriate response to internal 
threats, which are seen as the main 
source of threat to Japan and the Asean 
countries. 

In the latter case, Japan's contribu- 
tion to the stability and security of the 
Asia-Pacific region is partly — if not 
primarily — through economic coope- 
ration, especially with the developing 
countries in the region. The so-called 
Caribbean Basin Initiative of the US is 
another concrete example. 

The question is whether — and how 
— the management of trade in the 
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Pacific region should be given a security 
focus. Prior to dealing with the above 
question, it should be useful to review 
recent developments in the Pacific in 
the field of trade. 

The importance of trade to the 
Pacific economies has been widely rec- 
ognised. Relatively speaking it is less 
important to the US, where exports are 
equivalent to less than 10% of GDP. 

is proportion is between 10% to 20% 
in the case of China, Australia and 
Japan; 20% to 40% in most cases (the 
Philippines, Thailand, Indonesia, 
Canada, New Zealand and South 
Korea). In Malaysia it is about 60%, 





exports) amount to 150% of GDP. 

Trade within the Pacific region is im- 
portant for all its countries. Exports to 
the Pacific as a whole amount to about 
90% for Brunei and Indonesia; this pro- 

ortion ranges between 50% and 80% 
or the rest, except for the US where its 
exports to the other countries of the 
Pacific constitute about 45% of total ex- 
orts. Nonetheless, US exports to the 
acific amounted to over US$100 bil- 
lion in 1984. Japan’s exports to the 
Pacific in the same year were slightly 
higher at US$113 billion. 

Compared to those two economic 
giants, East Asian NICs’ (Hongkong, 
South Korea, Taiwan) and Asean’s trade 
with the Pacific is quite considerable. 





Jusuf Wanandi is the executive 
director of the Centre for Strategic 
and International Studies, a Jakar- 
ta think-tank with close govern- 
ment ties. 









Following declining trade growth 
during the period 1980-83, exports of 
the Pacific economies have recovered 
since 1984, especially in the case of the 
East Asian NICs. The recovery remains 
weak for the Asean countries. Despite 
their different performance, both 
groups of countries are very concerned 
with their export markets in the Pacific, 
particularly the US where protectionist 

ressures are most visible. South Korea 

as linked the market-access issue with 
the nation’s survival. Similarly, the gov- 
ernment of Thailand has appealed to 
the US for trade consideration on secu- 
rity grounds. 

There is, therefore, the issue of con- 
sistency of US trade policy with US 
security concerns, especially with re- 
gard to East Asia. In addition, there is 
the feeling of betrayal, in that their suc- 
cessful efforts to move from reliance 9 
aid to trade, in effect are nullified. ri 
hard-working South Koreans and othe 
East Asians resent being accused of 
conducting unfair trade practices and 
being perceived as the “new Japans.” 


O° the other hand, the East Asian 
nations recognise the problems re- 
sulting from the huge and increasing US 
trade deficits. Indeed, the US trade de- 
ficit with the Pacific countries increased 
by about US$60 billion over the five- 
year period from 1980-84. About 63% 
of the growing deficit related to its trade 
with Japan and Canada. The contribu- 
tion of the East Asian NICs to the grow- 
ing deficit was 26% , whereas that of the 
Asean countries was only 7%. 

Other items on the agenda for dis- 
cussion on the security implications of 
regional trade issues definitely are: 
Japan-US trade frictions, and the trans- 
formation of the Chinese economy. The 
first problem has been widely discuss 
over the years and the regional imp 
of this bilateral trade friction is well re 
ognised. However, the region lacks < 
forum of consultation to enable regiona 
interest to be taken into account. 

The second problem equally has re- 
gional implications. The success or fail- 
ure of China's economic transformation 
must have pronounced effects on re- 
gional security. At the same time, it 
should be understood that the transfor- 
mation of this huge economy is possible 
only under a favourable environment 
for international trade. Over 60% of 
China's trade is with the Pacific. 

Obviously there is merit in looking at 
regional trade issues from a security 
perspective. This is perhaps implicit in 
any situation of trade interdependence. 
It is not immediately obvious, however, 
whether this situation calls for some 
kind of a regional trade-cooperation 
scheme. In addition, it is also not im- 
mediately obvious what such a scheme 
would entail. 
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Generally speaking, if a Pacific eco- 
nomic community of some sort were in 
existence, it would become the largest 
trading bloc in the world. In 1984 ex- 
ports of the Pacific economies to the rest 
of the world amounted to about US$712 
billion, or 40% of total world trade. 

Because it is potentially the largest 
trading bloc, global trade liberalisation 
may serve the regional interest more 
than the sub-optimal, regional. trade 
liberalisation. Similarly, the already 
high proportion of intra-Pacific trade 
Suggests that granting of trade prefer- 
ences on a regional basis may not bring 
significant results. Thus, there are no 
reasons for a formal regional trade co- 
operation scheme. 

What is called for, perhaps, is a 
mechanism for consultation on regional 
trade issues involving all interested par- 
ties in the Pacific. Existing forums for 
dialogues need to be used more effec- 
tively by the countries concerned. 

+ [n the case of Asean, there are the 

ries of dialogues with its main trading 
“partners as well as the annual Asean- 
Pacific Forum. In addition, the Pacific 
economies should actively take the lead 
in strengthening the international trad- 
ing system. 

The East Asian developing eco- 
nomies have taken a more favourable 
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Cin addition, there is the 
feeling of betrayal, in that 
their successful efforts to 
move from reliance on aid to 
trade, in effect are nullified. ? 





attitude towards a new round of multi- 
lateral trade negotiations than the de- 
veloping world as a whole. This suggests 
their greater confidence in the process 
of multilateral negotiations and recog- 
nition of the need for a regional initia- 
tive on this matter, despite current dis- 
| 1— with the results of the 
okyo Round. 

Bilateral cooperation in trade among 
the Pacific countries can be conducted 
in consistency with international trade 
practices. The US and Japanese GSP 
(generalised system of preferences), for 
example, can give special considera- 
tions to regional needs through the in- 
clusion of items of interest to the East 
Asian developing countries. It is not ob- 
vious why special (discriminatory) pre- 
ferences of a bilateral nature, such as 
the US Caribbean Basin Initiative, is 
desirable to the East Asian countries, 

The security interests of the coun- 
tries in the Pacific, in particular the de- 
veloping countries in the region, could 
well be served by greater sensitivities on 
the part of the developed countries in 
the region towards the former's needs 
for access to markets. Some degree of 
reciprocity can always be negotiated. 
Regular regional consultations can be 
highly instrumental in this. o 


FAR EASTERN ECONOMIC REVIEW e 24 APRIL 1986 


IFD ^ 





s WYW - 
— 


HONGKONG 





The view from London 


Transition is difficult, but don’t be jittery 


By Emily Lau in London 


Cece months into the transition of 
Hongkong from a British colony to 
a Chinese special administrative region 
(SAR) in 1997, the feeling in London is 
that the process is going to be “ex- 
tremely difficult” and the problem is 
being compounded by the Hongkong 
people’s jitteriness. 

Both Britain and China agree the im- 
plementation of the Sino-British joint 
declaration on the future of Hongkong 
has proceeded satisfactorily so far, but 
the two countries have divergent views 
on what needs to be done in the next 11 
years. The meetings of the Sino-British 
Joint Liaison Group (JLG) on the im- 
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plementation of the joint declaration, 
got off to a slow but steady start. The 
British Government is happy with the 
progress, which it feels has demonstrat- 
ed the two sides can work together des- 
pite initial differences. 

Besides agreements reached at the 
third JL.G talks in March (REVIEW, 27 
Mar.), London is said to be surprised by 
China's readiness to agree to Hong- 
kong's participation in the Asian Deve- 
lopment Bank at the second JLG talks 
last November, because it amounts to 
an undertaking by Peking to guarantee 
all the SAR's debts. The British had 
thought that China would look very 
closely at issues with financial implica- 
tions. 

Senior British politicians expressed 
surprise and puzzlement at the nervous- 
ness of the Hongkong people over the 
territorys long-term future. If the 
Hongkong people are so jittery when 
things are going well, how will Britain 
and Hongkong manage with the inevita- 
ble problems ahead, they asked. With- 
out underestimating the problems of the 





transition, politicians and officials here 
feel the degree of anxiety in Hongkong 
is making it difficult for ministers to play 
their hand in future. | 

China is also said to be happy with 
the overall developments but recognises 
the residual mutual mistrust. As Sino- 
British cooperation is vital to the suc- 
cessful implementation of the joint dec- 
laration, Chinese officials are con- 
cerned with views expressed by some 
Hongkong people, which tend to pro- 
voke confrontation. 

Such concerns bear resemblance to 
remarks made by Conservative MP 
datei Adley in Me he blamed a 

andful of people for trying to *poison 
the Sino-Britieh atopiaa However, 
Whitehall does not think anyone is try- 
ing to stir up Sino-British confrontation. 

China regards the decisions made at 
the JLG talks — such as Hongkong’s 
status in Gatt and future travel docu- 
ments for Hongkong people — were out 
of consideration for Hongkong's well 
being. To further demonstrate China's 
sensitivity, Peking has decided to in- 
clude the relationship between the SAR 
and central government as an important 
section in the Basic Law — a mini-con- 
stitution for the SAR. Originally Peking 
is said to have taken the issue for 
granted, but since many Hongkong peo- 
ple have ken on the importance of 
including it in the Basic Law, Peking 
changed its mind to show it is not “deaf, 
stubborn or diehard." 

China obviously sees the future of 
Hongkong in the light of overall Sino- 
British relations. China's cardinal con- 
cerns are peace and modernisation. 
Hongkong's future must be seen in that 
context. China views Britain as no 
longer an imperialist power, but a 
capitalist West European nation which 
can help to preserve peace in the region. 
Peking is said to believe that Britain and 
China have a common interest in keep- 
ing Hongkong prosperous and stable. 
So long as Hongkong remains an inter- 
national financial and trading centre, it 
will be good for Chinese modernisation 
and good for preserving British interests 
in the Far East. 


H ritain, however, refuses to view the 
future of Hongkong in a similar light. 
London is only too aware of accusations 
that it is prepared to sell Hongkong 
down the river to serve British interests. 
Politicians have stressed that Britain 
does not intend to “cut and run." 
Paddy Ashdown, a Liberal MP who 
has taken an interest in Hongkong, said 
the future of Hongkong is a non-issue in 
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London mainly because Britain has be- 
come too preoccupied with its domestic 
problems such as unemployment and 
the economy and has no time for foreign 
affairs. 

To prepare for the transfer of power 
in 1997, the feeling in London is that 
there would have to be fundamental 
changes in a few areas. In line with the 
joint declaration, the Hongkong legisla- 
ture must be fully elected. Since the Bri- 
tish governor will be replaced by aSAR 
chief executive on } July 1997 who will 
have no power on foreign affairs and de- 
fence, Hongkong must evolve a system 
of government for smooth transition. 
There will also have to be several “tech- 
nical changes” to Hongkong laws to give 
the territory a high degree of autonomy. 
Most important of all, the exact form of 
the future executive branch has to be 
specified. 

Peking has expressed concern at 
London's intention to introduce funda- 
mental changes to the structure of the 
Hongkong Government. During the 
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tion policies are decided in Hongkong 
without reference to London, but not 
those on banking, foreign affairs and 
defence. Such a high degree of au- 
tonomy has been developed through 
unwritten customs and conventions. 

The source said the governor’s pow- 
ers under the letters patent and royal in- 
structions are unlimited, but these are 
not exercised because of conventional 
restraints under the common law sys- 
tem. Technically the British foreign sec- 
retary has the power of disallowance on 
any Hongkong policy, but that power 
has not been exercised since 1913. 

Up to now, the source said, Hong- 
kong people have been able to take Bri- 
tain, a foreign colonial regime, on trust, 
but many of them are not prepared to do 
the same with the Chinese Govern- 
ment, something Peking finds difficult 
to accept. Once the link with Britain is 
severed in 1997, it also could remove 
Hongkong's autonomy and respect for 
individual freedom, which rest on un- 
written rules. Therefore, it is of 





Basic Law Drafting Committee ^ meeting in Peking: suspicious o British intentions 


negotiations leading to the joint dec- 
laration, Britain had tried to convince 
China that Hongkong owed its success 
to its unique socio-economic system. In 
the earliest phases of the talks. Britain 
tried to pursue the “hopeless quest" of 
continuing British administration after 
1997 and so argued strongly for “mini- 
mum change and maximum  con- 
tinuity.” But after the joint declaration 
was signed, Britain proposed structural 
changes in the government. The 
Chinese said they found this puzzling 
and disturbing 


Iso, because Britain told China that 

Hongkong already enjoyed a high 
degree of autonomy, the Chinese have 
since countered that fundamental 
changes were not necessary for the 
evolution of an autonomous SAR. 

A Hongkong Government source 
said the territory does have a high de- 
gree of autonomy in that it is able to de- 
termine essential areas of policy by it- 
self. Economic, fiscal, social and educa- 


paramount importance that the unwrit- 
ten rules have to be translated into writ- 
ing. 

In a nutshell, the source said, if the 
existing system of government is 
handed over to Peking lock, stock and 
barrel, there is no basis for believing 
that Hongkong would retain a high de- 
gree of autonomy. So one of the main 
tasks in the next 11 years is to change the 
present government structure to some- 
thing in which those who wield power 
must have some kind of mandate to 
exercise it. 

London is obliged to impress this on 
Peking but it is aware that the Chinese 
are still suspicious of British intentions, 
therefore British officials would like to 
see Hongkong people cognizant of 
these intricacies to explain them to 
China. The Hongkong Government will 
also convey this though civil servants on 
the Basic Law Consultative Committee, 
a 180-member body to collect and col- 
late Hongkong people's opinion on the 
Basic Law. 





On the review of political reforms ins 
1987, the feeling in London is that it hase 
to be carried out in earnest and will not 
be a cosmetic exercise. It is accepted" 
here that Britain had not wanted to dis- 
cuss political reforms in the second" 
round of JLG talks but was forced into 
doing so by the Chinese. London would 
have liked to discuss with the Chinese 
informally the content of the Basic Law. 
But when the issue was forced last 
November, the British saw “no political 
sense" in not going along with the 
Chinese. 


t is also the feeling in London that 
political changes in Hongkong can 
only be taken one step at a time, so the 
1987 review will not try to envisage 
developments up to 1997. A senior 
politician warned that political develop- 
ments must be “compatible” with the 
Basic Law. 
It is understood that the Chinese do 
not regard political changes as a ad 






hurdle in implementing the joint d 
laration. Their feeling is that the futur 
political structure must be based on the 
“reality” of Hongkong. Since the terri- 
tory is to remain capitalist after 1997, 
the political system must also be 
capitalist, and will probably be some 
sort of parliamentary democracy which 
suits Hongkong conditions, but it must 
not be —— from the US or 
Western Europe. 

On the 1987 review, it is understood 
the Chinese would like Britain to leave 
enough “elbow room" for readjustment 
and convergence with the Basic Law. 
The Chinese insist they have never op- 
posed direct elections or political par- 
ties. But they are against people who 
advocate using democracy to confront 
communism. They think it is particu- 
larly irresponsible for people who can 
leave Hongkong easily to espouse such 
ideas, described by the Chinese as “a 
self-defeating exercise supported by ; 
handful of people.” The Chinese chin 
advocates of such ideas really want t 
confront China, but dare not say so, 
therefore are using anti-communism as 
a pretext. 

Looking to the future, London is ap- 
prehensive about the eventual depar- 
ture of Chinese leader Deng Xiaoping 
from the scene. The feeling in London is 
that Deng's exit is sure to cause "hiccups, 
hesitation and loss of momentum before 
the new leadership consolidates.” 
While the British are optimistic that the 
Dengist policies will be followed by the 
new leaders, they think Hongkong peo- 
ple should be prepared psychologically 
and be able to see through the tempo- 
rary shakiness when it happens. The 
Hongkong people are warned not to let 
the change of leadership in Peking lead 
to a crisis of confidence in the territory. 
Should that happen, China may make 
some drastic changes to its Hongkong 
policy, and may even tear up the joint 
declaration. oO 
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Uhde for reliable 


In the design and construction of che- 
mical and other industrial plants, the Ammonia/Urea-plant 
name Uhde stands internationally for URN ZING, DUI 
quality, precision, timely completion 

and economy 
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F The widely differing tasks set by our 
clients require tailor-made solutions. 


Uhde therefore offers: 


Market and feasibility studies, profitabi- 
lity calculations, financing, project ma- 
nagement, as well as progress and cost 
control for engineering, civil works, 
erection, training of clients’ personnel, 
commissioning and after-sales service. 


Furthermore, the feedback of expe- 


rience gained from over 1200 Uhde Uhde GmbH 

plants and the know-how and expertise Pire adito ama 15 
of more than 3000 qualified staff create Fed. Rep. of Germany 
the basis for performing all the tasks Phone: 0231/54 70 


Telex: 822 841-0 udd 
entrusted to us. 


Our brochure: "Engineering with ideas" 
is available on request. 


Uhde — a member of the Hoechst group. Engineering with Ideas 
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Power and punditry 


The communist are torn between ideology and pragmatism 


By Salamat Ali in New Delhi 


Fo the first time since its birth 22 
years ago as a result of the Sino- 
Soviet split that divided the world com- 
munist movement, the Communist 
Party of India—Marxist (CPM) has 
reached a stage that may be marked as a 
watershed in its history. The party has 
taken a series of decisions, both 
ideological and organisational, that 
have brought its cadres, especially in the 
southern state of Kerala, to the brink of 
a major split, though the rift has been 
averted for the time being. 

The party’s leader, secretary-general 
E. M. S. Namboodripad, is credited 
with heading off the break-up through 
his recent statewide tour of Kerala, dur- 
ing which he explained the background 
of the turbulent situation to party work- 
ers. But independent observers believe 
that the cadres in Kerala were only par- 
tially convinced, Ironically, one of the 
main points in the controversy now rag- 
ing among the rank-and-file of the party 
is the advocacy by some party leaders of 
an alliance with the Muslim League, a 
communal party, in the forthcoming 
Kerala state elections. Kerala is now 
ruled by a shaky coalition headed by 
Prime Minister Rajiv Gandhi's Con- 
gress party. 

Namboodripad is strongly opposed 
to the proposal, though in 1957 he be- 
came the first elected communist ruler 
in the world by heading an electoral al- 
liance with the Muslim League. The 
ideological reasons for his opposition 
are rather puzzling because he has sup- 
ported a similar alliance between CPM 
and the Muslim League in Tamil Nadu. 
Namboodripad wrote in the party organ 
Deshabhimani that an electoral alliance 
like that of Tamil Nadu should not be 
viewed in direct relation to the princi- 

les and policies of a revolutionary 
ront. 

All the same, he punished 10 top 
leaders of his party in Kerala for advo- 
cating an identical alliance in the state, 
though the proposal stemmed from the 
party's own prediction in 1982 that in 
the current decade all major political 
parties in India would have to rely on 
the support of smaller communal par- 
ties to stay in power. But some obser- 
vers argue that the ideological confu- 
sion in the ranks stems from a dis- 
guised struggle for power within the 
party. 

The party organisation is now con- 
trolled by men who during the British 
era were Congress socialists and be- 
came leaders of the Communist Party of 
India (CPI) after independence. Nam- 
boodripad and the top party theoretician 
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Namboodripad: to alliance. 


B. T. Ranadive are in their 80s; the 
communist chief minister of West Ben- 
gal, Jyoti Basu, and Saroj Mukherjee, 
the party boss in West Bengal, are in 
their 70s. Other leaders, like Har- 
krishan Singh Surjeet from Punjab and 
K. R. S. Gowri from Kerala, are also 
long past fheir prime and blocking the 
way of younger, more promising lead- 
ers. 

Most ambitious of the up and coming 
party leaders is M. V. Raghvan, whose 
membership has been suspended for 
one year for enginecring a document 
under the signature of 10 party leaders, 
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including himself, suggesting an al- 
liance with the Muslim League in 
Kerala. 


part from the power struggle, the 

other divisive issues relate to ideo- 
logical questions raised by party work- 
ers at the 12th party congress held in 
Calcutta on 30 December 1985. Fore- 
most is the communist government of 
West Bengal's policy of wooing Indian 
and multinational businesses to invest in 
the state. 

Under mounting pressure from the 
party rank-and-file, the CPM has de- 
clared that it would not give up its oppo- 
sition to "monopoly capital and multi- 
nationals," but “since the [leftist] minis- 
try [in West Bengal] functions within 
the framework of the capitalist econ- 
omy, it is not a government free to at- 
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tack property relations and mobilise re* 
sources through confrontation." 

The party has declared that the CPM# 
led government of West Bengal is “is 
conflict with the central governmens 
which seems to want to prove that the 
[leftist] government can do no good te 
the people. The central government i: 
organising an economic blockade by re 
fusing licences to private firms and by 
withholding investments in the state . . 
this is the form of class struggle the 
centre wages against the [leftist] minis 
try.” 

In an apparent effort to divert atten 
tion from its pragmatic policy support 
ing West Bengal’s need for private capi 
tal, the party congress adopted a resolu 
tion expressing “grave concern over the 
recent trends in economic policy taking 
India toward greater privatisation 
opening doors to the multinational cor- 
porations and downgrading the role o: 
the public sector . . ." However, the del. 
egates did not seem fully convinced, as 
underscored by the party’s failure E 
lease the text of a 5,00-word amendme 
to a resolution on West Bengal's indus: 
trial policy. 

Other controversial issues raised at 
the party congress were: 

» Should the CPM unite with the pro- 
Moscow CPI? 

» What is the rationale of the CPM 
moving closer to the Soviet Union anc 
whether this implied a softening of the 
earlier stand against revisionism? 

» What should the attitude toward: 
China be and whether the critical at- 
titude towards the Chinese Communist 
Party during the Cultural Revolutior 
was correct? 

» Whether Vietnam had been correct 
in — 2 the communist govern- 
ment of Pol Pot in Cambodia and whe- 
ther a government remains socialis! 
even after committing an aggression? 

On both Afghanistan and Cam- 
bodia the CPM toes the CPI line of sup 
porting Soviet policies and also beieg 
that Moscow remains the main target 
“US imperialism.” However, what hap- 
pens within the CPM over the next twc 
years until the next party congress wil 
depend less on whether the party tilts 
towards Moscow or Peking than on how 
the serious internal differences arc 
tackled. The basic ideological issue tc 
be resolved is whether it agrees with th« 
view held by some of its workers that the 
future of democracy "is safe in th« 
hands of the nationalist or bourgeois 
nationalist [meaning non-communist 
parties." 

The logical outcome of a rejection o 
this viewpoint can be a friendly relation 
ship between India's two communis 
parties that would allow them to presen 
a credible alternative to the Congress 
But that does not seem about to hap 
pen, for the CPI component of the 
leftwing government in West Benga 
has denounced the state's industrial po 


licy. D 
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of ginseng and gentian? 











Let's look at some numbers. 
46 editors and rei porters, 





1l special correspondents c ad oc 
scores of contributors, the largest ^. 
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taff of any publication in Asia. ——— 
297,000 readers each week, a 











three- fold increase since 1975. 
92.5 percent of su bscribers 
in business and industry are 
top or operative management. 

991 pages from advertisers of 
quality products and services who 
have chosen to reach our kind of 
. audience in the past year. 

There is safety in numbers, but 
only in the right numbers. I 
And our advertisers know that 
when the Review speaks, the "- | 
people listen. 
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Unparalleled influence in Asia. 


Y ene not mixing the medicines, but 


we can help restore your fiscal health. 


Traditional Chinese medicine hasn't changed much 
in the last 2000 years. Following centuries-old 
prescriptions, Taiwan's Kwang Yuan Company still carefully 
prepares and combines herbs and other natural substances 
to treat a variety of symptoms. 

But modern times impose modern challenges. 

To stay competitive, the company must keep tight control 

over its extensive 
inventory. Adding to the 
complexity, the Chinese 
names of the rare 
substances they deal 
with require equally 
rare Chinese characters. 
Kwang Yuan turned to 
[BM. An IBM small 
business computer lets 
them generate even the 
most obscure Chinese characters, and a custom 
programme helps keep the inflow and outflow in harmony. 
The result is lower operating costs and less waste. 

IBM is helping small businesses improve 
productivity throughout the Asia-Pacific region. We can 
prescribe an invigorating mix: hardware. software and 
the specialised experience to help you get your business 
running more efficiently. 



















Today, many banks are realising that there’s no 
substitute for personal service. And while speed is essen- 
tial, it musn’t be at the expense of the personal touch. 

Philips PTS 6000 banking systems free bank 
staff from routine work, giving them more time to serve 
customers. 

At the Royal Bank of Canada, some 3000 Philips 
work stations are used for just this purpose. Other 
Canadian banks have installed a large number of Philips 
Automated Teller Machines, both for lobby and through- 
the-wall operation. 

In total, Philips has supplied more than 100,000 
work stations to banks all over the world. 

But as well as helping banks improve service, 
we also help them to provide an optimal working 
environment. 
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For example, in the 26-storey Munich Hypo-Haus, 
head office of the Bayerische Hypotheken- und Wech- 
sel-Bank. 

Here, the integrated lighting and air-conditioning 
system uses some 7000 air-handling louvred luminaires. 
Specially designed by Philips after extensive tests. 

Showing that we care just as much for bank statt 
as for customers. 

Philips. The sure sign of expertise worldwide. 


PHILIPS 


Philips Corporate Marketing Communications, Eindhoven, the Netherlands, 





IN SINGAPORE, KUALA LUMPUR 
AND NOW IN BANGKOK. 
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Amidst the unrivalled surroundings of South East Asia 
there’s no finer hotel than the Shangri-La. 
In Singapore and Kuala Lumpur we already offer the 
ultimate in service and luxury. 

And now, by Bangkok’s famous River of Kings, a new 
Shangri-La is open, bringing first class 
accommodation to the very heart of Thailand’s capital. 
In exotic South East Asia, where else but the Shangri-La. 


WHERE ELSE BUT THE SHANGRI-LA. 




















E Shangri-La hotel 


SHANGRI-LA INTERNATIONAL HOTELS 


Shangri-La International: Hong Kong (5) 242 367 e Singapore 338 3300 5 
* Kuala Lumpur (03) 248 6536 * Australia Std free (008) 222 448 ¢ London (01) 58] 4217 e Tokyo (03) 667 7744 
* USA & Canada (800) 457 5050 e Utell 


»hangn-La Singapore. Shangri-La Kuala Lumpur. Shangri-La Bangkok. Shangri-La Beijing (1987) 
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TRAVELLER'S TALES 


€ OOOPS! Last week I was nervously 
scratching my head over the cowboy 
cavalier in the White House as he 
pushed for funds to intervene in Central 
America, ordered the Sixth Fleet to 
make faces at Libya and to retaliate 
when the lunatic became predictably 
enraged, and ignored Moscow’s efforts 
to persuade the US to join in its 
moratorium on underground nuclear 
testing. I quoted a cynical friend of mine 
who had remarked: “The US, which 
was late for two World Wars, is cer- 
tainly making sure that it will be on time 
for the Third." 

As last week's issue approached 
press time, the news came that the US 
Sixth Fleet had sailed away from the 
Gulf of Sidra and the Nevada under- 
ground test had been postponed. So I 
uickly removed the crack about the 
ird World War and recorded the sigh 
relief these two bits of news had 

rought. And then, as the presses roll- 
ed, the Nevada bomb went off after all 
and the Sixth Fleet regrouped for 
another go. I went back to scratching 
my head. 

€ THE balding male is subjected to a 
great deal of advertising pressure these 
days. Almost every publication one 
opens has photographs of exhausted, 
aged men juxtaposed with the same fel- 
low looking a quarter of a century 
younger because he is wearing a wig or 
used a preparation to promote new 
growth or has had a hair trans- 
plant. 

Being short of hair on top myself, I 
have always vaguely resented the fact 
that such advertisements assume that 
one is more attractive to the opposite 
sex with a thick head of hair (a theory, I 
must admit, which seems to be shared 
by 99.9% of the female species). After 












ost everything else — it appears self- 
evident that baldness is caused by the 


male hormone — or at least by male- | 


ness. Therefore — if such matters were 


ruled by logic — baldness should be a | 


sign of masculinity and thus, presuma- 


bly, more attractive than repellant to | 


the female. 

€ NEVERTHELESS, a poor fellow 
with the exposed pate is encouraged to 
acquire a thatch in all cultures. Take this 
advertisement from Taiwan's China 
Post spotted by Martin Cowley: 


TOUPEE-ULTRA LIGHT & WELDED MONO / SKIN 


(MOST POPULAR IN THE WORLD TO-DAY) 












@ NEW WAY CHOPY VENTILATION 
e PERFECT LOOK TO THE NATURE 
HAIR -HUMAN HAIR 

(EUROPEAN TEXTURE) 

WEW SYNTHETIC FIBER 
SEVICE-FIRST. CLASS STYUST 
CHARMING PRICE 
SATISFACTION QUARANTEED 
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all — and doctors seem even more di- | 
ed on this subject than they are on al- | 





Then there is the Hongkong pro- 
duct, To Hsien Hao, otherwise known 
as Solution of Growing Hairs which is 

| marketed under the very masculine 
| trademark of a charging bull: 


EFFICACY 
Hair falls serious, 
Round baid, Talling 
haw for taking too 
much medicine, Tall- 
ing har after preg- 
nant, Prevent itch 
Prevent falling hair 


To care bald. 





The Japanese do it too. Michael 
Musto sends in this ad for a product ad- 
vertised in Arab News: 


N 


es a 1 
"€ 


Tao whorr 
are 
plaiming 
from the 

4 hair falling. 


The product also boasts the follow- 
ing qualities: 


. Protection from the 
Hai: falling. 


s Protection from à 
Dandruff and Itching. 


Effective medicine for 
Hair Falling. 


* Maintaing very strong 
the Hair Roots. 


Guarantee for six month. 
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I have no idea what a six-month 
guarantee on a hair tonic means. 
traveller in China 
picked up this corn-oil based product 
from a beauty parlour (those who use it 
can expect a good crop of flax): 


CORNY 


| 
Meanwhile, a 
COLD WAVE LOTION 








€ HEADLINES in the Philippine 
p were always lively, even in the 

arcos-controlled publications. Late 
last year, for example, a Reuter dis- 
patch appeared in the Metro-Manila 
Times and was spotted by Graham 
Lovell. Datelined Abijan, it reported 
new conflicts on the border between 
Mali and Burkino Faso, but sported a 
most un-Reuter-like byline: 


Hopes for Sahel War 
Ceasefire Dashed 


By Mali Air Raid 





More recently, the Manila Bulletin 
recorded that a Pacific island state, the 
US Trust Territory of Palau, had finally 
agreed to the installation of a US mili- 
tary base, removing the last obstacle to 
an arc of such defence installations in 
the Western Pacific. In return, Palau will 
receive assistance worth over US$3 bil- 
lion. But, as Patrick de Koenigswarter, 
points out, the headline made the com- 

ensation appear most inequitable 
though it could be nastily accurate): 


Palau okays US bases 


Installation in exchange for aids 





e WHAT'S in a name? Quite a lot to 
the Laway family of Baguio in the 
Philippines whose petition to change 
their name to Daway was spotted by US 
Peace Corps volunteer Matthew 
Westfall recently in the local news- 
paper. The change was demanded on 
the grounds that the "family name has a 
funny and ridiculous connotation in the 
national language as well as in the 
Tagalog vernacular for the reason that 
the word ‘laway’ in said language means 
saliva; and that they have been the ob- 
ject of ridicule, teasing, jokes and 
laughter to the point that they were 
humiliated because of the family name.” 

It strikes me that there was over- 
reaction there, on the part of the neigh- 


| bours and the family. They should be 


thankful they don't share the name of a 


| town in Papua New Guinea, whose tele- 


phone exchange suffered a fire recently, 
leading to the following headline, spot- 
ted by Glenn Boughen, in the Port 
Moresby Post Courier: 


| Maprik cut off | 





— possibly a victim of the man who got 
this job, advertised in the Melbourne 
Age: 






WARRNAMBOOL AND DISTRICT BASE HOSPITAL 
SEXUAL ASSAULT UNIT 


CO-ORDINATOR OF THE 
SEXUAL ASSAULT UNIT 


mere 


PHILIPPINES 


Bases debate hots up 


Opponents of US presence appear stronger under Aquino 


By James Clad in Manila 


E: though formal negotiations to 
review the US military bases are at 
least two years away, early manoeuvr- 
ing about the issue already has begun 
within President Corazon Aquino’s 
overnment. Foreign Minister Salvador 
urel has already spoken about the 
issue in balanced terms and armed 
forces chief of staff Gen. Fidel Ramos 
told Makati businessmen on 11 April 
that sacrificing the bases simply to 
create the right climate for talks with 
communist insurgents might not be 
wise. 

That this should come so early in the 
new administration causes little sur- 
prise; in the four decades since the US 
and the newly independent Philippine 
republic signed the bases agreement 
the large American military facilities 
here (now occupying about 100,000 ha) 
have caused almost perennial con- 
troversy. 

Before previous inter-governmental 
negotiations about the bases, 
“nationalist” (invariably anti-bases) 
and “traditional” (generally pro-bases) 
politicians have often disagreed. But in 
the lead-up to the next round, some ob- 
servers say the strength of the anti-bases 
lobby today differs in significant re- 
spects from earlier periods of protest. 

First — and for the first time ever — 
a president has come to power having 
made a statement several years ago 
favouring the eventual removal of the 
bases. Last year and in 1984, Aquino 
also said she would not accept any other 
foreign base on Philippine soil after the 
US military leave. And while Aquino's 
election and post-election comments on 
the issue have since narrowed some- 
what (she now says merely that “the op- 
tions are open" after the current agree- 
ment expires in 1991), those of 
“nationalist” or Left-leaning persuasion 
believe she leans instinctively towards 
their cause. 

The second difference follows from 
the first. A sizeable number, though still 
a minority, of the president's ministers 
or cabinet-ranked officers also have 
gone on record in the past as opposing 
the bases. Indeed, some in recent years 
have urged even more decisive action — 
such as unconditional and immediate 
closure of the Subic Bay and Clark Air 
Field facilities hosting the US 7th Fleet 
and the 13th US Air Force, respec- 
tively. Just as important, several of 
these people, as well as advisers not 
holding government posts (such as 
former senator Lorenzo Tanada) have 
been close to the president and her 
family for many years. 
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A third difference is that, unlike 
even the most recent negotiations in 
1983, the domestic and international 
mood may now favour those who want 
an end, almost a century after the US 
seized these islands, of American bases. 
Domestically, anti-bases lobbyists, such 
as the Anti-Bases Coalition (ABC) or 
the League of Philippine Students, 
hitched a ride on a wave of anti-nuclear 
sentiment that started swelling up sev- 
eral years ago against a problem- 
plagued nuclear power station in Ba- 
taan (REVIEW, 25 Oct. '84). 

And outside the PRIUS other 
countries allied to the US have been 
setting new conditions on American 
bases or have restricted entry of nu- 
clear weapons. (Elements in the new 
administration have already sought in- 
formation about the experience of 


Aquino; Arroyo: early manoeuvring. 





Greece and Spain in renegotiating and, 
ultimately, phasing out American bases 
there.) 

Lastly, there is yet another differ- 
ence between the present and past de- 
bates. Despite the time remaining be- 
fore the 1988 talks (the last five-yearl 
review of the' bases agreement tok 
place in 1983), some among the 
nationalist or Left-leaning minority dis- 
cern a more immediate focus of atten- 
tion. In the impending constitutional 
commission to be appointed by Aquino 
(REVIEW, 3 Apr.) they see a chance to 
try to write into the draft constitution 
either “nuclear-free” provisions or even 
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“sunset” clauses that would set a finite 
time for the closure of the facilities. Nu- 
clear-free positions could also surface 
in some Central Luzon districts during 
the planned nationwide local elections, 
now set for 11 November. 

The anti-bases groups themselves 
differ over tactics, and even the ultimate 
objective. The umbrella group, Nu- 
clear-Free Philippines Coalition 
(NFPC), which claims 1.5 million mem- 
bers via affiliated groups, first wants to 
ban nuclear weapons from the bases, 
though the US has refused to either con- 
firm or deny their presence. Other 
groups say nothing less than complete 
closure will do. Some believe the very 
existence of the bases is illegal under the 
1935 US statute granting independence 
to the Philippines, while others favour 
recognising the validity of the much- 
amended 1947 bases agreement but 
phasing out the bases over a period of 
time. (From 16 installations covering... 
240,000 ha for a 99-year term in 1947— 
the US facilities have now shrunk to five~ 
sites on less than half the area for a term 
of 25 years ending in 1991.) 

Leftist groups are almost unanimous 
in opposing the bases. These include 
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Bayan (the New Nationalist Alliance) 
and Bandila, a self-styled "social demo- 
cratic labour alliance" linked to thé pre- 
sident's brother-in-law, Agapito “Butz” 
Aquino. Then, of course, there are the 
communists, independently or via links 
with the National Democratic Front. 
Former Communist Party of the Philip- 
pines chairman Jose Maria Sison, re- 
cently released from prison, told the 
REVIEW the upcoming constitutional 
commission *must write a provision that 
the foreign military must go as soon as 
possible and not later than 1991," ' 
hurch leaders are less unanimous; 
the Roman Catholic Church hierar- 
chy is seen as being "soft" on the issue 
though some clerics, such as Bishop An- 
tonino Nepomuceno from Cebu, or the 
Rev. Elmo Manapat of the Protestant 
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United Church of Christ, have strong 
views. Other groups taking anti-bases 
positions include the Alliance of Con- 
cerned Teachers, women’s organisa- 
tions and labour groups. 

The question of President Aquino’s 
own sentiments looms large, if some- 
what amorphously, in the equation. In 
one of her husband's last public appear- 
ances in the US before returning home 
in 1983, he told a US House of Repre- 
sentatives committee that the bases had 
justified giving the Marcos regime 
weapons that were being used for 
human-rights abuses. The Tate senator 
said this had resulted in the growth of 
anti-bases sentiment from “a handful of 
nationalist leaders” to “respected jurists 
and other civil leaders heretofore ambi- 
valent on the bases question.” 

Whether this meant — as anti-bases 
grou now assert — that Benigno 

quino before his death had moved 
away from his earlier, generally pro- 
pases position is unclear, but the late 
senator had said at informal seminars at 
Harvard University that the bases might 
eventually have to go. 

Not only have the opinions of her 
late husband reportedly influenced the 
president’s views on the issue; close 
family friends such as Tanada (who is 
chairman emeritus of the NFPC) or 
Joker Arroyo, the president’s executive 
secretary (a position that carries cabinet 
ranking) have been strong opponents of 
the bases. Tanada’s views are emphatic: 
“Irony of ironies indeed,” he wrote re- 
cently, “the American bases, once con- 
ceived in defence of our security, have 
over time and events become the bases 
of our profound insecurity.” Presiden- 
tial Human Rights Committee chair- 
man Jose Diokno (REVIEW, 10 Apr.) 
also has influence — he is chairman of 
the ABC. 

Diokno has fixed views. “The Philip- 
pines is an independent country that is 
10t sovereign," he wrote last year. On 

he nuclear issue he says “our very exis- 

tence as a people is threatened by nu- 
clear destruction, either in a war be- 
tween the US and the USSR, or by nu- 
clear accident, since the US stores nu- 
clear tactical weapons in the bases." 
Diokno and other nationalist voices 
periodically claim that the US bases in 
the Philippines, far from deterring at- 
tack, "serve as a magnet to make the 
—— a prime target,” as Univer- 
sity of the Philippines professor Roland 
Simbulan puts it. 

Periodic incidents involving Ameri- 
can servicemen also attract 
“nationalist” ire. A stabbing incident on 
21 March attracted a vitriolic response 
from Diokno — who described it as 
“one in a long string of abuses commit- 
ted by American servicemen against 
Filipinos . . . in all cases, the servicemen 
involved never faced Philippine courts 
— they were transferred out of the 
country before Philippine law could 
catch up with them.” A recent strike by 
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Filipino employee unions at Clark and 
Subic Bay over retirement and other 
benefits — the longest strike action ever 
at the bases — also drew attention to the 
impact of these installations on Luzon's 
local economy. 

On the basis of past statements, 
others in the government are also 
thought to fall on the anti-bases side of 
the debate. These include presidential 
spokesman Rene Saguisag, Labour 
Minister Augusto Sanchez, PDP-Laban 
president ant Local 


dential Commission on Good Govern- 
ment chairman Jovito Salonga; in past 


years they have either played leading | 


roles in lobby groups aimed specifically 
at dismantling the bases or have be- 
longed to groups (such as the lawyers’ 


human-rights group Mabini) that op- | 


pose the US military presence. 


B: every politician knows that past 
sentiments do not necessarily make 
present policy, Since assuming power 
Aquino has deliberately downplayed 
the bases issue, stressing instead the 
need for domestic recovery and recon- 
ciliation. Besides that, a majority in her 





A soldier talks to bar girls during the recent base strike: support. 


cabinet would probably favour an ex- 
tension beyond 1991 of the present 
agreement — suitably modified to ex- 
tract the best terms. 

At the very least, the presence of the 
bases sharpens Washington’s interest in 
having a stable, prosperous Philippines 
and the temptation to use the bases as 
leverage for better aid and trade conces- 
sions vitiates a strong anti-bases consen- 


Government | 
Minister) Aquilino Pimentel and Presi- 








support the anti-bases groups probably 
still remain a minority: while it may very 
well be true that the mere existence of 
bases guarantees US interference in 
Philippine affairs, this may count for lit- 
tle among a population generally well 
disposed towards Americans. 
Unquestionably also, US “aid” 
(Washington's preferred nomencla- 
ture) or "rent" (Manila's description) 
flowing from the current bases agree- 
ment has been helpful; apart from the 
formal aid/rent payments, the incomes 
of nearly 40,000 Philippine employees 


| on the bases also goes into the economic 


equation. 


Nor is it a simple matter of “closing ` 
down" obnoxious bases but leaving the - 


rest of the Pappe TS relations in- 
tact. In the late 1940s the new Philippine 
republic entered into three separate 
security agreements with its former col- 
onial mentor; apart from the militar 
bases agreement of 14 March 1947, 
these include a military assistance 
agreement of the same year and the 
Mutual Defence Treaty of 1951. A de- 
cision to terminate the bases would 
likely involve tougher questions about 
national security; one respected 
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sus. The last formal talks on the bases | 


resulted in US$900 million over five 
years for the Marcos regime in exchange 
for “unhampered use of the facilities” 
(REVIEW, 16 June '83). 

The direction the bases issue takes in 
the run-up to the hard question — to ex- 
tend or not to extend? — hinges a great 
deal on the economic and political for- 
tunes of the new regime during the next 
five years. And at the level of popular 


academic lawyer, previously in the 
ABC, told the REVIEW that residual 
fears of Japan might hold opinion 
steady in favour of continuing US use of 
the bases. 

The importance the Philippines oc- 
cupies in the US world horizon results 
not only from its position as an ex- 
colony but also from its continued will- 
ingness to accept the enormous naval 
and air stations sited in western Luzon, 
Of the more than 2,000 US military in- 
stallations in about 100 countries 
around the world, few rank in import- 
ance with the Philippines bases. And 
American opinion — mirrored in con- 
gressional hearings, politicians’ 
speeches or editorials in major US 
newspapers — invariably stress the pri- 
macy of the bases within the Philippine- 
US relationship. J 
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Kickback for Japan 


Documents suggest Marcos was paid ‘commissions’ 


By Charles Smith in Tokyo 


J apan’s deep involvement in the eco- 
nomies of Southeast Asian countries 
has a way of becoming an embarrass- 
ment when regimes change, and the exit 
of former president Ferdinand Marcos 
from the Philippines looks like being no 


exception. 
According to documents seized from 
Marcos by US customs officials on his 


arrival in Hawaii in February, a number 
of Japanese trading and heavy engineer- 
ing companies may have paid hundreds 
of millions of yen in “commissions” to 
Marcos or his close associates in order 
to win contracts under the ¥400 billion 
(US$2.25 billion) aid programme Japan 
carried out in the Philippines between 
1971 and the end of 1985. 

If such commissions were paid, it is 
likely that the companies concerned re- 
couped themselves out of Japanese 
Government aid funds by the simple 
procedure of including the costs of com- 
mission payments in their original ten- 
ders to the various Philippines Govern- 
ment agencies which executed the pro- 
jects. 

A further, far more damaging, possi- 


Balanced insights 


Laurel makes his first foreign policy statement 


I? a brief, and necessarily tentative 
insight, President Corazon Aquino's 
fledgeling government has revealed 
some new directions in foreign policy. 
Although the “insight” — as Vice-Presi- 
dent and Foreign Minister Salvador 
Laurel described his 10 April speech to 
the yug mn Council of Foreign Rela- 
tions — offers few surprises and dodges 
crucial issues, a careful reading shows 
some interesting facets and possible 
changes in nuance and priority. 

Laurel’s remarks appeared to match 
his stated truism that “foreign policy is 
but a reflection of domestic policy.” 
Many paragraphs in the speech care- 
fully balance often widely divergent 
opinions about foreign-policy issues 
within the Aquino cabinet, while others 
deal with major problems by ignoring 
them altogether. The most glaring omis- 
sions concern attitudes to the US role in 
the Philippines and the problem of Mus- 
lim separatism in the south. 

Laurel, a long-time friend of the US, 
sought the middle ground in his remarks 
about the US military bases. Counter- 
ing some legalistic arguments advanced 
by Left-leaning groups, he said unam- 
biguously that the Philippines is 
“bound” by existing military agree- 
ments with the US — “including Ameri- 
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bility is that some of the money paid by 
Japanese companies might have found 
its way back to Japan in the form of poli- 
tical contributions by Marcos to the 
funds of ruling Liberal Democratic 
Party (LDP) politicians. Any evidence 
of reverse payments of this kind would 
be certain to spark off a major political 
scandal in Japan, since the country's 
laws on political fund-raising directly 
forbid acceptance of money from 
foreign sources. 

Given the awkward nature of the 
questions raised by the Philippines pay- 
off issue, it is hardly surprising that the 
government has taken up a stalling pos- 
ture to date. "Hearings" with some of 
the companies mentioned in the Marcos 
papers are said to be under way at the 
Ministry of International Trade and In- 
dustry (Miti), but offers by the new 
Philippines Government to help Japan 
with its inquiries have been quietly ig- 
nored by the Foreign Ministry. 

The government has also declined to 
publish a list of the companies named in 
the Marcos papers — which were 
handed to Japan by the US authorities 


can use of two military bases." World 
peace still depends on a "system of al- 
liance and the balance of power," he 
added. 

But to balance this, Laurel em- 
phasised finding “alternative arrange- 
ments for keeping the peace" — the 
UN, Asean and, interestingly, the non- 
aligned movement. He said the new re- 
gime was "committed to a policy of 

enuine independence in foreign af- 
airs" reflecting a “growth of nationalist 
sentiment." 

His most interesting comment con- 
cerned the bases: "Countries like the 
Philippines must fashion a destiny for 
themselves other than serving as mere 
hostages in a nuclear war — or as poten- 
tial first targets of attack in the event of 
a nuclear exchange between the super- 
powers." For good measure the vice- 
president departed from his text to 
quote Carlo Recto, the leading post-war 
nationalist and an opponent of US 
bases. 

In contrast to the American security 
issue, Laurel chose not to touch on the 
Muslim minority rebellion directly. He 
made no mention of the 1977 Tripoli 
Agreement (granting a form of au- 
tonomy to Muslim Filipinos), nor did he 
discuss his country's religious diversity. 














soon after their confiscation — on the 
rather tenuous grounds that to do so 
would not be “helpful” in getting to the 
bottom of the pay-off affair. 

Given official reluctance to bring the 
issue out into the open, it has been left 
to the media and to opposition parties to 
try to dig out as much of the truth as pos- 
sible behind the allegations. Newspaper 
revelations about the details of indi- 
vidual Japanese companies' relations 
with the Marcos government have so far 
revealed very little. But a mission des- 
patched to Manila by the Buddhist- 
oriented Komei (Clean Government) 
Party did succeed in unearthing an ap- 
parently authentic list of companies to 
which the Philippines Government 
awarded contracts under the Japanese 
aid programme. 

The list shows that some 30% of 
¥ 103.3 billion worth of project aid con- 
tracts awarded to Japanese companies 
between 1971 — when Japan started 
disbursing yen credits in their present 
form — and the end of 1984 were won 
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Laurel: omissions. 


Some Islamic-country ambassadors pre- 
sent even noted Laurel’s comment that 
the Philippines had “escaped the far- 
flung course of Islam,” and also his de- 
scription of his country as being “of pre- 
dominantly Malay stock but Christian in 
religion and Western in speech and cul- 
tural orientation.” 





Te inclusion in Laurel’s speech of 
Manila’s disputed claim to Sabah 
also caused interest. He said the issue 
“for too long has . . . been allowed to 
fester and adversely affect relations" be- 
tween Kuala Lumpur and Manila. Reit- 
erating his wish to “undertake new nego- 
tiations as soon as possible," he said $ 
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A. oy, 
by Toyo Corp., a relatively unknown. 


medium-sized trading company that de- 
scribes itself as “specialising in import 
and export of electronics equipment.” 
Toyo's Manila-based subsidiary, P 
and N Corp., also figured high on the 
Komei Party list, with contracts worth 
Y 11.2 billion. Other companies named 
by the party were Sakai Heawy Indus- 
tries, a specialist in road-paving equi 
ment, with € 11.5 billion worth of aid-fi- 
nanced business, and Marubeni Corp., 
Japan's fourth-largest general trading 
company, with ¥8 billion in orders. 


fficials at the Overseas Economic 

Cooperation Fund (OECF), the 
government entity which disburses yen 
credits, told the REVIEW that the Komei 
list of aid-financed contracts appeared 
to be — correct.” But neither the 
OECF nor Miti — the ministry exercis- 
ing ultimate control over the credits — 


of commission payments. 

~ The system under which the OECF 
disburses the credits makes it impossi- 
ble to check the final destination of 
funds, officials claim, since payment is 
made direct to companies which win 
aid-financed contracts rather than to 
foreign governments — the nominal re- 
cipients of the aid. The OECF claims to 
have ample facilities for evaluating the 
fairness of tendering procedures con- 


Ø- to having recent data on the sub- 


$2 7^ 

ducted by foreign governments to which 
Japan extends yen credits, but officials 
declined to say whether these proce- 
dures ever unearthed any irregularities 
in the case of the Philippines. 

What does appear to be the case is 
that Japanese companies continued to 
win a dominant share of contracts 
awarded by Manila under Japan's aid 

rogramme, even after Tokyo “untied” 
its aid in the late 1970s. Precise figures 
on the destination of aid-financed con- 
tracts are not available for the 1971-85 
period, but in one recent year, 1984, 
nearly 90% of contracts financed by 
nominally untied Japanese yen-credit 
loans appear to have been placed with 
Japanese companies. 

An ironical point about the Philip- 
pines pay-off affair is that Japanese 
companies have gained far greater free- 
dom to offer kickbacks to foreign gov- 
ernments — either directly or in the 
form of payments to agents — as a result 
of the Biereligation of government con- 
trols over foreign-exchange transac- 
tions which was carried out under US 
pressure at the start of the 1980s. 

Under foreign-exchange laws which 
remained in force until December 1980, 
the payment of commissions to overseas 
agents amounting to 10% or more of the 
value of a contract required case-by- 
case approval from Miti, while commis- 
sions valued at less than 10% of contract 





Secure 


price had to be registered with a foreign- | 

















exchange bank. 

The new foreign-exchange regula +i 
tions have nothing to say on the sub ject | 
of overseas commission payments | | 
which are, therefore, entirely legal so | 
far as the letter of Japanese law is con- | 
cerned. This does not alter the fact that | - 
the diversion of Japanese aid funds into | 
the pockets of foreign leaders like Mar- | 
cos could become embarrassing for | 
Tokyo. ILU 


» Nayan Chanda writes from Washing- | 
ton: Two New York real estate agents - 
have told a US congressional subcom- — 
mittee that they acted on behalf of Mar- - | 
cos and his wife, Imelda, to acquire | 
some US$250 million worth of property 
in New York. AY, 
Testifying at a hearing on 9 April, 
Joseph and Ralph Bernstein said fou! ) 
properties were owned by the Marcos — 
family through offshore corporations. . 
Although they could not produce evi- — 
dence directly — the Marcoses to | 
the propery sonam ernstein said that |. 
— a trip to Manila in 1982 he per- | 
sonally discussed with Marcos the finan- | 
cial aspects of the properties. I | 
Manila may find it difficult to re- | 
cover the properties unless Marcos’ | 
ownership can be proved in court and it. | 
can be proved that they were acquired sE 
unlawfully with official funds. o| 
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Asean would be “greatly strength- 
ened” by “the final resolution of the 
Sabah question.” 

In a “speech with something to 
lease everyone” — as one Foreign 
inistry staffer remarked — Laurel's 

most consistent emphasis was on econo- 
mic diplomacy. A cabinet committee as- 
sisted by Foreign Ministry staff will 
oversee international economic coope- 
ration, he said. Joint ministerial com- 
missions will review economic relations 
with the US and Japan, with similar 
exercises concentrating on trade ties 
with Asia-Pacific countries, Europe and 
the socialist states. 

He cited specifically the US, Ja- 
an, Canada, China and the Soviet 
nion as primary targets of the new 

economic drive abroad. Other targets 
are Asean, the Middle East and Austra- 
lasia. 

Other specific indications came in his 
call for new agreements governing aid 
from bilateral and multilateral sources; 
for more foreign investment; for export 

romotion and better trade access. 

usiness-minded people will join dip- 
lomatic missions abroad, currently staf- 
fed with people friendly to the former 
regime. 

Several days before the speech, 
Laurel had sacked or recalled 4 Fili- 
pino pom serving abroad, and last 
month began recalling nearly 60 ambas- 
sadors or acting chiefs of mission. His 
call for more professionalism in the 
Philippine foreign service won re- 

ated applause from the assembled 
igh-level officers. 


W hile Foreign Ministry officials cau- 
tioned against reading too much 
into Laurel's speech, they pointed to his 
identifiably “nationalist” remarks as 
significant — especially the explicit 
mention of the Philippines inadvertent- 
ly becoming a nuclear target. They also 
said that Laurel will try to put the Philip- 
pines quickly back into the “Asean 
process.” 

Specifically, Manila’s old hope that 
more economic advantage might be 
gained by working within the six-nation 
grouping appears to be enjoying a revi- 
val. Newly appointed First Deputy 
Foreign Minister Jose Ingles will con- 
centrate on Asean. 

Laurel stressed the uniqueness of the 
Philippines: “Predestined by its geo- 
graphy and location to play a unique role 
in the history of East Asia . . .” the 
Philippines had “received powerful in- 
fluences from . . . China and India with- 
out succumbing to them." What the var- 
ious factions within the Aquino govern- 
ment are waiting to see is whether the 
foreign policy of the new government 
will mirror that special position, or 
whether it will simply, as one am- 
bassador remarked to the REVIEW 
after the foreign minister’s speech, con- 
tain “old wines in new bottles.” 
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THAILAND 





Open-arms cache 


US and Thai officials begin work on details of weapons stockpile 


By John McBeth in Bangkok 


hen then Thai supreme com- 

mander Gen. Saiyud Kerdphol 
raised the idea of a regional war reserve 
weapons pool foùr years ago, he set in 
motion a concept which is to be 
negotiated between Thailand and the 
US in the next few weeks. 

Although any agreement coming out 
of the negotiations would be subject to 
US congressional approval, Bangkok 
and Washington will be working out de- 
tails of a plan to establish a war reserve 
bow gy stockpile in frontline Thailand 
— the first time such a stockpile has 
been proposed in a country where the 
US does not have military bases. 

Thai Prime Minister Prem Tin- 
sulanond and visiting US Defence Sec- 
retary Caspar Weinberger agreed to 
push ahead with the project when they 
met here on 8 April. Officials say they 
expect the negotiations to take about 
four months. 

Progress beyond that point would 
depend on the US Congress approving 
what may be only à name-inserting 
amendment to Section 514 (C) of the 
US Foreign Assistance Act, which 
states that no war reserve stockpiles will 
be established outside of the US, except 
in Nato countries, South Korea or on a 
US military base or a base primarily 
used by the US military. 

Both countries deny suggestions that 
such a stockpile would serve as a 
bridgehead for the re-establishment of 
US bases in Thailand. Suspicion sur- 
rounding the proposal has added heat to 
anti-US sentiment over the US Farm 
Act — under which American rice farm- 
ers have received subsidies, making 
their rice more competitive in markets 





also served by Thai rice exporters — 
and the rise of protectionism in US mar- 
kets, 

Authorities say that the weapons 
stockpile would only be drawn on in a 
“nation-threatening emergency” and 
that it would be tailored almost exclu- 
sively for Thai use. Diplomatic sources 
acknowledge there may be “hypotheti- 
cal situations” where the US would seek 
access to the cache. But they point out 
that Weinberger’s comments emphasis- 
ing the proposal's “mutual benefits" 
were designed only to defuse potential 
opposition from budget-cutting US con- 
gressmen. 

As one US official said: "The 
stockpile is for the use of the Thais t 
deter external aggression and, if that 
fails, to enhance Thailand's ability to 
withstand aggression. By doing that, we 
stand to benefit as well because of our 
commitment under the Manila Pact 
and, more particularly, the 1962 Rusk- 
Thanat agreement, which applies bilat- 
erally to Thailand and the US." There is 
a general understanding that only Thai 
personnel will guard the stockpile, 
though Weinberger dodged a question 
on the subject by dismissing it as a minor 
point. 

The US anticipates no serious prob- 
lems obtaining congressional approval 
of a stockpile agreement, despite the 
fact that Thailand will only have to pa 
for the munitions if they are used. 
Clearly conscious of the implications of 
the US Gramm-Rudman Act, under 
which the congress must severely rein in 
spending, officials repeatedly stressed 
that a stockpile agreement is not a 
“give-away” and that the cost of main- 
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“Where on earth is this place?” 
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energy sources, international telecommunications 
systems, a modern infrastructure and the largest man- 
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taining the weapons in Thailand is 
nowhere near the US$20 million men- 
tioned in Thai press reports. 

The establishment of an arms 
stockpile is not likely to affect almost 
routine “accelerated” arms shipments 
to Thailand from the US when Viet- 
namese forces are active along or cross 
the Thai-Cambodia border. 

“Itis still too early to determine whe- 
ther the term “nation-threatening” 
means the same thing to both sides, but 
as one Pentagon source put it: "We 
don't want to have to wait around for 
some clerk in Washington to fill out 
forms and find a plane and ship halfway 
across the globe in emergencies. We see 
their need, and I think there is mutual 
interest here." 


Or practical reasons, there is not 
likely to be a central stock ile, but 
rather a number of disparate locations 


from which the munitions could be 


drawn by the three branches of the Thai 
armed forces. Korat Airbase on the 
Central Plains — the site of a Vietnam 
War-era US stockpile and home of the 
air force's frontline strike wing — and 
Sattahip Naval Base on the Gulf of 
Thailand would appear to be two logical 
choices. If the project does go ahead, 
well-placed sources say, it will be im- 
plemented in stages over a period of 
years. 

Saiyud’s proposal for a regional arms 






How An 


Can Advance 
Your Career Goal 


American University Degree 





por was broached during the 1982 
acific-area senior officers’ logistics 
seminar — an annual US-sponsored 
event attended by representatives from 
New Zealand, Australia, the US and 
Asean countries. He followed it up at 
the same seminar the following year and 
began preliminary discussions on the 
topic with then chairman of the US joint 
chiefs of staff Gen. John Vessey and 
Saiyud’s Asean counterparts. 

US officials said the idea was finally 
placed on the “too-hard-to-do shelf” 
mainly because Washington did not 
want to be seen to be militarising the 
Asean region. The US also felt at the 
time that negotiating such a project with 
five (then) different Asean countries 
would be too complex a task, particu- 
larly when the issue was likely to prove 
contentious in the US. But as a bilateral 
concept it was seen to have considerably 
more merit — specifically in Thailand's 
case as a frontline state. 

Saiyud told the REVIEW that Prem 
took a personal interest in the proposal 
and discussed it at length with him. And 
US officials say it was the prime minister 
who raised the proposal again with US 
officials in January last year, several 
months before he and Weinberger in- 
itialled a memorandum of understand- 
ing on logistics support and cooperation 
in New York which, among other 
things, laid the groundwork for further 
study of the stockpile concept. 










"As people become more know 
ledgeable, it will not be a source o 
domestic controversy," a diplomat pre- 
dicted, referring to the possibility of 
protests against the project. "This is a 
significant achievement by Prem and it 
represents a cooperative understanding 
characteristic of a serious and maturing 
relationship." On 8 April, Saiyud too 
was taking a bow. u 
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As a qualified international business or professional 
person, you can now earn a recognized American university 
degree without leaving your own country. The University of 
Beverly Hills is now accepting applications for its non- 
residential Degree Program. 


This prestigious program gives you the opportunity to 
apply your work experience and/or college credits toward 
your first degree or a higher one entirely through non- 
residential study. The result is a California State authorized | 
university degree. | 












At your own convenience, you can earn a respected | 
Bachelor's, Master's or Doctorate Degree in a significantly 
shortened time. 


If you can benefit from the greater status, extra income 
and dignity that only a degree from an esteemed university 
can provide, write or call today for the full details. Send 
resume, if available. 







All requests, correspondence, studies must be in English. 
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A non-profit American consulting firm needs the 
services of an experienced specialist in admi- 
nistration and finance for a project in Bang- 
ladesh. The duration of assignment will be for 
one to three years. Complete fluency in English 
essential. Should be CPA, preferably with ex- 
perience in South Asia. 

First priority for this person will be to maintain 
and improve the management and finance 
system which is now in place in support of the 
project itself. Hands-on analysis of problems 
and development of solutions will be essential. 
On a longer term basis the individual will be 
expected to assist the host country institution 
to improve its own systems of budgeting and 
accounting. 


Salary on international standards and com- 
mensurate with qualifications and experience. 
Send confidential expression of interest and 
resume to:Winrock International, Nana Post 
Office, Box 1172, Bangkok 10112, Thailand. 
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CAMBODIA 


By Rodney Tasker in Bangkok 


sean cohesion in the search for a 
"ù peace formula for Cambodia has 
taken a slight knock in recent weeks. As 
in previous displays of diverging percep- 
tions of the Cambodia problem, friction 
remains between Thailand and In- 
donesia. 

Indonesian Foreign Minister Moch- 
tar Kusumaatmadja, reflecting the 
majority view of his country’s leaders, 
characterised the traditional enmity 
between the Thais and the Vietnamese 
as a major obstacle in forging a poli- 
tical solution that would allow Viet- 
nam a graceful military exit from the 
country it has occupied for seven 
years. 

In early April, Mochtar proposed a 
meeting between Thai and Vietnamese 
officials to discuss their security worries 
over Cambodia. He made the sugges- 
tion in Jakarta shortly before going to 
Bangkok to talk to his Thai counterpart, 
Siddhi Savetsila, on 10 April. Mochtar 
was then off to New Delhi to meet 
Vietnamese Foreign Minister Nguyen 
Co Thach. Mochtar and Thach are 
attending a meeting in New Delhi 
of the non-aligned nations’ coordi- 
nating bureau. Siddhi will also be at- 
tending. 

This was embarrassing for the Thais. 
Siddhi’s view is that Hanoi will not 
begin serious negotiations over with- 
drawing its 160,000 troops from Cam- 
bodia while it is consolidating 
battlefield gains against Asean-backed 
Khmer resistance forces. He believes 
any focus on Thai-Vietnamese differ- 
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Mochtar; Thai patrol on the Cambodian border: new avenues. 


























Divided on peace 


Thai and Indonesian differences persist over Cambodia solution 


ences would divert attention from Viet- 
nam's occupation of what Bangkok 
would like to see as a buffer state and 
also provide Hanoi with a propaganda 
bonus in its diplomatic effort to be seen 
as being engaged in friendly contacts 
with its non-communist Southeast 
Asian neighbours. 

On the eve of Mochtar's arrival in 
Bangkok — after Hanoi said it would 
welcome talks with Bangkok — Siddhi 
said he would meet Thach only if Thach 
was "sincere and serious." He added: 
“If he is reasonable enough, I can be 
reasonable." Then, when Mochtar was 
in Bangkok, the Thai Foreign Ministry 
said that while improved Thai- Vietnam- 
ese relations were welcome, the Cam- 
bodia situation involved Vietnam as the 
"aggressor" and the Khmers as victims 
of Vietnamese aggression. 

After Siddhi's talks with Mochtar, 
the Thai foreign minister made vague 
face-saving statements that he might 
talk to Thach on 20 April, on his way 
back from New Delhi, after he had been 
briefed by Mochtar on 19 April. But he 
said that such talks would not constitute 
negotiations on Cambodia. 


hile the Thais and other Asean 

officials have been concerned 
about independent Indonesian over- 
tures to Vietnam, reflecting the prevail- 
ing view in Jakarta that China, not Viet- 
nam, is the main threat to the region, 
they also understand that Mochtar takes 
his job as Asean's official interlocutor 
with Vietnam seriously. That means 








Mochtar has to appear to be active in 
opening new avenues to the stone- 
walling Vietnamese. 
In the final analysis, Indonesia is as 
anxious as Thailand and its other Asean 
artners to achieve a comfortable re- 
ationship with Indochina — one which 
does not di oes Vietnamese troops in 
Cambodia. During the Siddhi-Mochtar 
talks, a senior Thai official said, the two 


ministers agreed that contrary to one 


popular theory that the Soviet Union — 
ietnam's economic and military- 
supplies lifeline — wanted Hanoi to dis- 
entangle itself from Cambodia, Moscow 
was in fact pressing Hanoi to keep its 
troops in the country. 

The ministers believe that if Vietnam 
withdraws its forces under some politi- 
cal solution, it will become less depen- 
dent on Moscow for military aid and 
therefore less likely to allow the Soviets 
to maintain their military presence in 
Cam Ranh Bay and Danang as a quid 
pro quo for its largesse to the economi- 
cally strapped country. In their view, 
the Soviets are happy to see the Viet- 
namese bogged down in Cambodia and 
reliant on Moscow in order to secure the 
future of their strategic staging posts in 
the region. 

However, a political solution in 
Cambodia is hardly near at hand. The 
Asean countries have espoused an 
eight-point proposal drawn up by 
Democratic Kampuchea resistance co- 
alition leaders in Peking in March, but 
Hanoi has so far rejected it. The propo- 
sal, which Asean was pleased to see 
coming from the resistance rather than 
from external parties, calls for a two- 
stage withdrawal of Vietnamese tr 
under a ceasefire. It also calls on 
three resistance factions — headed by 
Prince Norodom Sihanouk, Son Sann 
and Khieu Samphan — to come to- 
gether with the Vietnamese-supported 
Heng Samrin regime to form a coalition 
government in Phnom Penh. 

One worrisome factor for Asean is 
that the proposa does not mention dis- 
arming the Khmer factions after a Viet- 
namese withdrawal — unlike the Asean 
“blueprint” proposal, which envisions 
disarming all four factions after the 
Vietnamese depart. The resistance co- 
alition partners are reportedly worried 
that if they are disarmed after the Viet- 
namese leave, there will be nothing — 
not even a proposed international 
peacekeeping force — to stop Hanoi 
from returning with its troops to take 
over their country again. 

The resistance is also reluctant to ac- 
cept an Asean proposal that once the 
Vietnamese have left, there should be 
an internationally patrolled de- 
militarised zone surrounding all of the 
country's land and sea borders to pre- 
vent any form of external military pres- 
sure. Giveri Asean's problems in achiev- 
ing a consensus within the resistance 
and within its own ranks, a political solu- 
tion in Cambodia seems far away. {J 






















in South Korean religious 
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e m progenitor of the Ko- 









use people are taking an interest in 
ice which is essentially neo- -Con- 
ancestor veneration with strong 
lamanist overtones, but also because 
e South Korean Government, for 
ns of its own, has been noticeably 
ve in promoting the trend. 
Although. Tan-gun has been hon- 
i with a national holiday in his 
annually on 3 October for many 
now, the government has now sig- 
ficantly upgraded the scale of events 
mmemorating the day. In 1984, for 
ample, a special amnesty for prison- 
to mark the day was instituted, thus 
plying parity with Buddha's birthday 
ind Christmas, when amnesties are also 

ven. 
Also by government initiative, the 
ictual ceremonies marking the occasion 
rave been moved to more elaborate 
enues and conducted with greater 
jomp. One aspect of this is a current 
posal to build a grander shrine to 
-gun on the site of the present one in 
















































Aa garet Scott in Shenzhen 


e finagled her way to Shenzhen. 
he was 18 and bored of her tiny 
ingdong hometown. On a tourist 
she came with no intention of leav- 
. He played by the rules to get to 
8 biggest and most notorious spe- 
al economic zone over the border 
"Hongkong. After applying for a 
ent job as an interpreter, and a 
g wait, he was granted entry. — . 
They say they are among the lucky 
art of a young urban elite living 
he cranes and skyscrapers and a 
ngled mercantilism that have 
to characterise Shenzhen. Since 
yopulation of this town built on 
farming village has jumped 
to at least 460,0 000, and the 
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the more interesting recent | 


— It is curious not so much | tiny ' 3 
— comprise "only 
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in moves to give greater 
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Tan- cgun. Some: Protestant ‘churches in 


ooming in the shrine project and main- 
tain that such an action would favour 
one particular religious group over 
others, and thus run counter to the spirit 
of South Korea’s secular constitution. 

A further, more general source of- 
Protestant concern is that people, espe- 
cially school children, might find them- 
selves taken on excursions to Sajik Park 
and encouraged to perform acts of ven- 
eration that could run counter to the 
teachings of their own religion or the 
wishes of their congregation elders. 

The government attitude to all this is 
simply that such a powerful symbol of 
cultural identity deserves to be handled 
with greater dignity and ceremony than 
the tiny native religions with their li- 
mited resources can provide. More- 
over, Tan-gun is claimed as a pan-na- 


average age is 22. Shenzhen has become 
a haven for the young entered by their 
wits, by serendipity or by strategy. — 
But creating a magnet for young peo- 
ple is not what the central government 
had planned. Of late, Chinese au- 
thorities seem intent on snuffing out its - 
allure as a free-wheeling spot of oppor- 
tunity beckoning those om the noter: 
land. Indeed, Shenzhen, China's show- 
case of liberalisation, has been quaran- 
tined. On 1 April guards began patrol- 
ling the 29 checkpoints which punctuate 
the 86-km-long barbed-wire fence en- 
circling the zone. No one can enter or 
leave without permission. For the first: 
time, authorities have begun rounding . 
up residents deemed to be here illegally. 
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bol who stands E » indi- 2 


— al symbol affiliations, and hence 


no: religion need feel itself in conflict 
ith the practice of Tan-gun venera- - 
. In this country where mainly Pro- 
estant fears of forced idolatry are tem- — 
ered by the deeply rooted custom of - 
estor veneration, the majority of 
iple seem to agree with this attitude. 
Behind this flurry lies the intriguin; 


i T history of the Tan-gun tale itself; 
t | paradoxically in view of its focus on high 
oan iquity, the popularisation and resul- 


rise-of the practice of Tan-gun ven- 





ds era tion are both modern phenomena. 


“The. story itself, as it is known to 


f modern-day Koreans, is a compara- 
rs | tively recent one. Written down by a 
o | Buddhist monk named Iryon in the 13th 


/ Standard god-incar- 
end in which Tan- 
g of a od-king anda | 
e first settle-g 
ment-state (named Choson) on the Ko" 
rean peninsula in 2333 BC. ; 


century, it isafa 












he story stands out because it is the 

only recorded myth dating from 
such early times, but claims of historic- 
ity made on its behalf. stand on shaky 
ground. Archaeology can neither con- 
firm nor deny that any such state 
existed, and a further 2,500 years were 
to pass before the first definite evidence 
of native Korean literacy appears. 
any such stories from before 
about AD 300 would have to reflect a 
long process of oral transmission with 
resultant distortions, emendations, and 
a general reduction to the level of highly 
symbolic generalities. 


So far this year it — been reported that 
30,000 residents have been detained, 
fined, and in essence, i ted. ~.i 
Contrary to the open-doc 
reforms which gave rise to. 
is being corralled, reined in by 
ment uneasy about what that 
has ushered in. Its grandest s 
not been as. a drawing card for 
tional business and investment, but as a 
domestic -dest , especially for 
oung people. tisno wonder, consider- 
ing this created city has the highest 
wages in China, better housing and 
transportation than almost anywherein 
the country, a pioneering - sensibility 
and a popular culture more vibrant and 
attentive to the world. beyond the bor- 
der. Those who made it to Shenzhen, | 
however, may be prisoners in a zone of 
relative prosperity, a young elite with . 
rising expectations and: nowhere to go. 














 uriosity brought Kwang Xiuxian, 
the 18-year-old who. slipped. into 


Shenzhen on a tourist pote: “Shenzhen 
is the only place to be 1f yon: are young 2 
and want to do some h your life. 





— enough, the 
story was either ignored or else 
derided as superstitious nonsense 
in the centuries after Iryon re- 
ceived it, for these were the years 
when most cultured Koreans 
were content to identify the ori- 
gin of their civilisation with the 
adoption of Chinese ways — and 
did not think themselves any the 
less Korean for this. It was only 
when this comfortable, isolated 
world was so rudely destroyed by 
the Japanese late last century 
that Korea was forced to define 
its'self-image in the terminology 
of modern nationalism, and so 
began to see the Tan-gun story in 
a new light. What was a folk- 
legend thus became a rallying 
point for cultural nationalism and 
rapidly began to acquire a spirit- 
ual aura which, some 80 years 
later, it has not lost. 
The manifestations of this were di- 

verse. The largest of the present Tan- 

ult veneration group, the Taejang-gyo, 

ates its founding to 1909, and from 
about this time on, increasing refer- 
ences to Tan-gun begin to appear in 
both popular and formal literature. 

These days, too, Tan-gun has his 

own portrait — avuncular, appropriate- 
ly hirsute in deference to his ursine 
maternity, but garbed in the robes and 
seated in the formal pose that were 
traditional for his erstwhile Confucian- 
ist'detractors. 

“The question of what Tan-gunists be- 
lieve, then, has ceased to have a purely 
religious answer, They obviously be- 
lieve that the Tan-gun story is substan- 
tially true, but no coherent creed fol- 
lows from this act of faith. On the more 
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This is where it is happening,” says 
Kwang, who now has a tiny clothes shop 
on Lao Jie, the old street in what is left 
of the old village Shenzhen replaced. 
Shenzhen was turned from squat and 
rickety to tall and modern to entice for- 
eigners, but the glistening city rising 
from the Pearl River basin enticed the 
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s in Shenzhen: ‘the promised land.’ 
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instinctual level, adherents who are 
generally from sections of society least 
touched by modern ways perform 
Shamanistic ceremonies at an estimated 
30 formal Tan-gun shrines in South 
Korea — plus one in Los Angeles. On 


| the more cerebral level, people ranging 


from reputable university scholars to 
chauvinist mystics regard Tan-gun as 
the personification of ethics and values 
that emphasise a native Korean identity 
against the foreign religions and 
philosophies of Buddhism, neo-Con- 
fucianism, Christianity and Marxism 
that have otherwise dominated Korean 
history and thought. 

This, then, is the phenomenon to 
which the South Korean Government is 
currently addressing itself with a pur- 
posefulness that might seem strange to 





likes of Kwang as well. Her tale is a 
common one, relying on relatives and 
connections to find her niche in the 
zone. She persuaded relatives to help 
her enter the bustling, somewhat chao- 
tic private sector. She persuaded a col- 
lective enterprise back in her hometown 
of Taiping to supply her with the sweat- 
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Folk festival opening: encouraging a form of patriotism. 





the outsider. It would be diffi- 
cult to imagine a British govern- 
ment taking the initiative in assist- 
ing druidical sects or else reno- 
vating Stonehenge for active use, 
all in the name of asserting a 
native, pre-Roman British iden- 
tity. 

But inside South Korea, with 
its characteristic melding of his- 
torical, spiritual and contempo- 
rary political concerns, it is less of 
a curiosity, for the government is 
seen not so much to be favouring 
a religion or playing politics, but 
rather as encouraging a form of 
patriotism with strong spiritual 
overtones. 

Perhaps the most significant 
aspect of the whole phenomenon 
is that despite the images of suc- 
cess and progress that are attach- 
ed to South Korea in the 1980s, 
the idealisation and veneration of 
Tan-gun continues to have innate ap- 
peal. This in turn seems to reflect a so- 
ciety that remains disturbed about the 
legacy of its Chinese-dominated tradi- 
tional order and its Japanese-domi- 
nated modernisation and where, as a re- 
sult, national self-confidence frequently 
displays a brittle quality. 

As a focus of attention, Tan-gun 
turns the tables on this legacy, casting 
China and Japan into the role of ser- 
vants to, and not masters of, a Korean 
history and destiny. It is little wonder 
that the government approves of, and 
actively encourages this trend, for in 
venerating Tan-gun, the South Koreans 
are venerating key self-images of cul- 
tural antiquity and uniqueness. In short, 
they are being invited to venerate and 
feel better about themselves. 





ers that are stuffed into her streetside 
stall. And she persuaded Shenzhen's 
Public Security Bureau that she had 
earned the right to stay since she was 
gainfully employed. 

In random conversations on street 
corners and in parks, in shops and in res- 
taurants, everyone has a tale of how 
they got to Shenzhen. Like Kwang, 
many simply arrived and carved out à 
livelihood. Others, such as Sunny Yao, 
the young man who works as an in- 
terpreter, plotted and planned. Deter- 
mined to move to Shenzhen, he 
switched to studying English at the uni- 
versity he attended in Canton to en- 
hance his chances. The switch worked. 

From around China, thousands of 
skilled and unskilled, educated and un- 
educated, have submitted applications 
to labour bureaux for jobs in Shenzhen. 
The head of the Shenzhen Labour Ser- 
vice Co. (it is common practice in Shen- 
zhen to give municipal departments en- 
trepreneurial-sounding names) esti- 
mates that about 10% are selected. At 
the zone's new university, for instance, 
10,000 people applied for the 220 staff 
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positions, says Li Tian Qing, a vice-pre- 
sident of Shenzhen University. 

Altogether some 240,000 workers 
have state-approved permanent jobs — 
either in state enterprises or in joint 
ventures — with about 130,000 in indus- 
trial or manufacturing jobs and 110,000 
as service workers. Then there are 
about 140,000 legal temporary workers, 
mostly on construction teams, as well as 
a contingent of illegal workers which 
has been estimated to include 80,000 
people. 

One young woman, who spent over 
five years in the countryside during the 
Cultural Revolution, likens Shenzhen 
to China’s version of the promised land. 
In material terms, her comparison is 
apt. A typical worker in one of the joint- 
venture manufacturing plants receives 
Rmb 3,000 (US$934) a year, often with 
bonuses paid in Hongkong dollars add- 
ing 30% more. Even without the bonus, 
it is an astronomical figure by Chinese 
standards about four times greater 
than the current average urban wage 
and still three times more than the aver- 
age urban wage China's economic 
forecasters hope will be achieved by 
1990. In 1984, the average wage in 
Shenzhen was Rmb 2,265, more than 
double the average wage in Peking. 





y nearly every yardstick, Shenzhen 
residents have it better than their 
counterparts across China. Consider 
housing: the average living space in 
Shenzhen is 9.6 m? per person. That com- 
ares with 3.4 m? in Shanghai, 4.1 m? in 
eking and 4.3 m? in Canton. Where 
one lives in Shenzhen depends on one's 
rank. Young and single workers usually 
pay Rmb 8 or 9 a month to live in the 
dormitories scattered around the city. 
Party cadres and skilled workers and 
mid-level government workers are 
given 100-m? flats for Rmb 10 a month. 
The largest flats, usually with three 
rooms, à kitchen and a bathroom, rent 
for Rmb 12 a month and are allocated to 
high party and government officials and 
factory heads. 

Merely a factual litany of the city's 
material comforts leaves out the intan- 
gible appeal of Shenzhen. That appeal is 
not unlike the appeal of the city in other 
developing countries as a place that of- 
fers vistas and opportunities unknown 
in rural villages. Yet Shenzhen offers 
more, as a sort of incubator of things 
new and experimental. Many of the 
young people describe a latitude to life 
in Shenzhen and a clannishness that 
comes from being part of an experiment 
based on permissiveness. Economic and 
cultural liberalisation have tumbled out 
in tandem, pushed along by the city’s 
young inhabitants and fuelled by those 
with disposable incomes. 

Popular culture is booming in Shen- 
zhen and has become the most visible 
signpost of the blend of economic and 
social relaxation. But the results have 
been haphazard and untidy. On the side 
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streets of the city, block after block are 
lined with private shops and stalls sell- 
ing consumer goods in an abundance 
that has earned the zone the reputation 
of being a sprawling shopping centre. 
Along with appliances and electronic 
equipment, clothes, magazines and 
music cassettes aimed at Shenzhen's 
young abound. There are magazines on 
fashion, music, movies, and bodybuild- 
ing. Cassettes of the latest rock music 
from China, Hongkong, the US and 
Europe are stacked from floor to ceil- 
ing. Peking's 17-year-old pop singer 
Rose Zhang Qiang is very popular as is 
the singer from Shanghai, Zhang Xing. 
Music and the influence of Hong- 
kong may be the great unifiers of Shen- 
zhen's young people. Hongkong is on 
the other side of a barbed wire fence and 
beyond the reach of most Shenzhen re- 
sidents, but its influence is everywhere. 
From their style of dress to the music 
they listen to, Hongkong sets the pace. 
And paramount is TV. In the evenings, 
residents cluster around sale-model TV 
sets to watch Hongkong news program- 
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mes. The MTV (music television) pro- 
grammes, which air rock videos, are in- 
tensely popular among young people. 
One 22-year-old says he arranges his life 
around the MTV schedules, never miss- 
ing one. 

For those with ready cash, there is a 
nightlife. Every night at 9:00, a waitress 
at the Deluxe Palace restaurant braces 
herself for the disco crowd, Within mi- 
nutes, a Cantonese band takes to the 
stage and scores of Shenzhen’s young 
inhabitants hand over HK$30 (US$3.85) 
for a spot at the tables skirting a small 
dance floor and the band. “I don’t know 
where they all come from and how they 
afford it. But they come, every night,” 
Says the waitress. 

Shenzhen has some 10 discos, charg- 
ing between HK$20 and HK$40 for 
entry, and catering to those who 





work for joint-venture firms and possess 
Hongkong dollars. Hongkong currency 
is nearly as common as renminbi in 
Shenzhen, and the government's recent 
decision to ban the use of Hongkong 
dollars is bound to create havoc for the 
discos, hotels and restaurants. 


mid the pool halls that are the cur- 
rent rage and the occasional health 
spas, young people have little to say 
about the unsavoury effects of moderni- 
sation and things Western. There is some- 
thing of a natural selection at work in 
Shenzhen's population and a prime in- 
gredient is an outward gaze. Inevitably, 
young people talk about the view from 
the *window on the world," which has be- 
come Shenzhen's motto. There is wide- 
spread disdain for the past, particularly 
for the political past that led to the Cul- 
tural Revolution. “I don't care about 
politics. I care about economics," says 
one 21-year-old. “We need economic 
development. We don't need politics." 
But there is also a tentativeness i 
Shenzhen. It is an expensive place, A 








it takes a lot of money to enjoy its attri- 
butes. It is an abberation. It is also new, 
filled with people divorced from their 
past. It is based on efficiency and mak- 
ing money, and its future is uncertain. 
In the short term, municipal officials 
have made it clear that the mecca of 
Shenzhen is closed to newcomers. *We 
have no choice. We have to control the 
population," says Li Zuiwi, deputy di- 
rector of the zone's economy research 
centre. *Young people from all over 
China want to come here and if they did, 
we would have an explosion.” 

From her stall of sweaters, Kwang, 
for one, wonders about Shenzhen's 
long-term prospects and whether she 
will be part of them. “I guess I just leave 
it to fate. They could tell me tomorrow I 
have to leave. Or I could grow old 
here," she says. oO 
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Timken’ tapered roller 
bearings are unsurpassed for 
quality and consistency. That's 
what makes them so hard to 
equal for your original equip- 
ment or replacement needs. 

And thanks to our world- 
wide network of distributors— 
local experts who know bear- 
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makes them so 
easy to find. 
Why settle for any- 





thing less? Specify Timken 
tapered roller bearings. 
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iton, Ohio 44706, U.S.A. 
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MORE DRIVE POWER 


The Toyota Skid Steer Loader's diesel 
engine delivers power to spare. There's 
power enough to carry a big load—up to 
520kg. That kind of performance is tough 
to beat. 


Our numbers 
add up to "MORE" 


Toyota products are known for their high level of overall performance. And the 
new Toyota Skid Steer Loader is a powerful example of what we mean. When you 
compare, you'll discover our Skid Steer Loader gives you more of what you're 
looking for. More power and performance. 
More versatility — with attachments to handle 
virtually any kind of job. And best of all, it's 
backed by Toyota quality and reliability. So 
whether you're in construction, landscaping 
or manufacturing, you owe it to yourself to 
check out the Toyota Skid Steer Loader. 
When you do, we think you'll like the way our 
numbers add up. 


— loyota Presents the 
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MORE LOAD HANDLING 


The Toyota Skid Steer Loader is compact. 
Yet, with an operating load of 520kg, it's 
capable of bringing out some big loads. 
It offers the capacity you need to tackle 
high-volume materials quickly and 
efficiently. And there's also the 2SDK8 
with a 600kg capacity and the 2SGK6 
and 2SDK6 with a 460kg capacity. 
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MORE GRADEABILITY 

With plenty of power, 4-wheel drive a 
deep-lug tires, our Skid Steer Loader ¢ 
handle work in steep, sloping areas. 
Which makes its on-site versatility all 1 
more impressive. 
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ORE EFFECTIVE DUMPING 


we Toyota Skid Steer Loader's 47° 

scket-dumping angle makes it easier to 

»oad high-viscosity materials —such as 

my or manure. Plus, the bucket is self- 
'eling to prevent spills. 
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MORE LOAD CAPACITY 


We gave our Skid Steer Loader a big 
bucket so you can handle a wide range 
of materials. Which means you can 
handle a variety of jobs, and get them 
done that much sooner. In addition, our 
2SDK8 offers 0.34 cu. m. bucket capacity 


( learan í 
Circle 
[2S5DK7] 


MORE MANEUVERABILITY 

With a 1,730mm clearance circle (with 
standard bucket), the Toyota Skid Steer 
Loader virtually turns around in its own 
tracks. Which means it can get you 

into — and out of —work areas where it's 
impossible to take a larger rig. 


and our 2SGK6 and 2SDK6 offer a 0.28 
Cu. m. Capacity. 
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TOYOTA 


HONG KONG: CROWN MOTORS LTD. TEL: 5-622226 
INDONESIA: PT. TRAKTOR NUSANTARA TEL: 495475 

MALAYSIA: UMW INDUSTRIES (1985) SDN. BHD. TEL: 03-5591201 
PHILIPPINES: PHILIPPINE FORKLIFT CENTER, INC. TEL: 819-09-06 
SINGAPORE: UMW EQUIPMENT SYSTEMS PTE. LTD. TEL: 2653155 
TAIWAN: HO-TAI MOTOR CO.,LTD. TEL: 5612121 

THAILAND: TOYODA (THAILAND) CO. TEL: 245-3405~9 

And distributors around the world. 





VER LOADER. 


j jean logistics, distribution: call it 
what you will, the business of getting a 
load of cargo from Point A to Point B often 
comes down to the basics — like a trucker 
hauling freight through a snow-covered 
mountain pass. His job is to get the shipment 
to its destination on time 
and in perfect condition, 


ScanD 


and sometimes his personal 
can make a crucial 
difference. 

scanDutch knows. We've 
built our organisation 
around dedicated people. People who demand 
more of themselves than do even our most 
demanding customers. We think it helps 
explain why today we're both the largest 
single line in the trade and the one with the 
lowest rate of claims. 

Consider all we can do for you. Seven 
years ago we unveiled the first weekly con- 
tainer service between the Far East and 
Europe. Today we can put a total distribu- 
tion network at your disposal: With w eekly 
calls to all the key ports on the route; with 
inland links by road, rail or feeder vessel — 
all closely coordinated with our deep-sea sail- 


initiative 


When you're 





Fixed weekly container transport hetween 
F urope and the Far East 


ings; and with “door-to-door” delivery and 
the peace of mind that brings. 

In 33 countries on two continents, you can 
call on a ScanDutch Agent, whether you 
need business information on a new market 
or help with customs clearance procedures. 

Should you need the profes- 

sional touch — to pack a con- 
utch & tainer more economically or 
demanding stow a piece of dangerous 
cargo — you can draw on the 
expertise of a ScanDutch 
Stowage Advisor. Plus there 
are all our “special” services: freight consoli- 
dation and re-consolidation, total distribution 
cost analyses, project cargo handling, etc. 

Demanding? Yes, yet well worth the effort. 

There’s hardly a prominent shipper on the 
route that hasn't logged a transport mile with 
ScanDutch. And there's been the satisfaction 
of watching our competitors slowly get round 
to introducing fixed weekly service: imita- 
tion, as they say, being the highest form of 
flattery. All across Europe and the Far East, 
ScanDutch continues to deliver the goods. 
We have to - we have the most demanding 
customers in the business. 
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LANDSCAPE 


Some alien conceits 


Western Impressions of Nature and Landscape in Southeast Asia by Victor R. 
Savage. Singapore University Press. S$45 (US$20.60). 


his self-styled “exercise in cultural 
geography” is one of the best books 
Singapore University Press has produc- 
ed. Now under new management, the 
ublisher is seeking to expand its solid 
if hitherto somewhat dry listing into 
areas of wider appeal. In reinforcing the 
author’s fascinating account of the 
West’s “subjective cognition of nature 
and landscape” in Southeast Asia, the 
publisher has offered a striking jacket 
design and a good use of illustrations. 
Savage, a geographer at the National 
University of Singapore, has wisely 
used extensive quotations from his 
source material ". . . to let the reader 
savour the way Westerners in the past 
described richly their perceptions, ideas 
and experiences in this tropical region." 
The result is an impressive work, 
flawed only by the book's incomplete 
transition from a doctoral dissertation 
to a survey, albeit in dense detail, of one 
culture's aesthetic reaction to another, 
to its habitat as much as to its habits, 
over almost half a millenium. In fact, 
Western awareness of Southeast Asia 
(the current word for the region did not 
gain wide currency until World War II) 
goes back to Ptolemy's Geography and 
to Marco Polo's 13th-century account, 
but it was the descriptions after the ini- 
tial 16th century spice trade voyages 
that first entranced Europe. 
Many of these tales were somewhat 
fanciful, but grew more reliable as con- 
tact increased. The thrall cast by the re- 
gion’s exotic, romantic and wealth- 
aden reputation has remained constant 
since then — albeit under changing West- 
ern eyes. Savage describes a “montage” 
of Western fascination, “pieced to- 
gether from books, encyclopaedias, 
pamphlets, articles, drawings, maps and 
market-place gossip [and] reinforced by 
a steady flow of . . . foodstuffs, works of 
art, Curios, specimens, pets and peoples.” 
Never were these accounts of visit- 
ors, administrators or adventurers lack- 
ing in the prejudices or principles re- 
flecting successive aesthetic epochs in 
Europe. The obsession with “miasmic 
vapours” (until just a century ago the 
suspected cause of tropical diseases) 
now raises a smile, as do the amusing 
range of explanations, all rooted in so- 
cial Darwinism, used by colonial ad- 
ministrators to explain technological 
backwardness of their subject peoples. 
But it is precisely sentiments of this 
kind that lift this book to a special place 
for anyone interested in Europe’s im- 
pact on Asia, and vice-versa. Because 
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Savage uses a conveniently wide defini- 
tion of “landscape,” his book ranges 
wide and well across a literary landscape 
populated by medieval beliefs in the 
Golden Khersonese and Ophir, b 
bizarre mythologies about birdsof: 
paradise and by contrasting fears of the 
tropics — as either a pestilential or 
paradisical place. And a century before 
social Darwinism another conceit — of 
noble savages living in pre-Enlighten- 
ment simplicity — held sway. And the 
early years of this century brought in 
Western fantasies of a tropical, inevita- 
ble “Oriental Despotism.” 

Savage's best moments appear in his 
early chapter describing Southeast Asia 
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Ruins at Borobudur (left), and Angkor Wat: literature of ruins. 


as, for Europe, a long-time “region of 
marvels, myths and mysteries,” while 
his later survey of Western aesthetic 
evaluation helps us understand the 
often baffling imaginative liberties 
taken by Western writers in their treat- 
ment of. Southeast Asia. The penulti- 
mate chapter, on "historical land- 
scapes," surveys the awestruck tone of 
writers finding, in the 19th century, the 
"ruined splendour" of the Angkor Wat 
and the Borobudur. 


d pes excellent part of the book helps 
to position the extensive "literature 
of ruins" produced by gushing Western 
visitors to these places in the Western 
mood of the times — especially within 
the Romantic Revival of the early 
1800s. "So important were such land- 
scape testimonials in Western eyes that 
the absence of them greatly dampened 
Western respect for local societies." A 





British governor to Hongkong in the 
I9th century asserted that pre-Hispanic 
Philippines had no tradition of former 
independence because there "were no 
ruins of great cities or temples; in a 
word, no records of the remote past." 

Savage acknowledges his debt to 
Clarence Glacken's Traces On The 
Rhodian Shore, which discusses the pro- 
foundly influential notion of “environ- 
mental determinism” — a “belief that 
the physical environment influenced or 
conditioned human behaviour and the 
levels of. . . civilisation.” Regrettably he 
does not leave it at that, but spends too 
much time defining terms. The book 
can be repetitive and there is sometimes 
a rather confusing editorial tone to his 
exposition of a vast trove of material 
from the past 400 years. 

More seriously, he has excluded 
passages about landscape in Western 
fiction (perhaps the doctorate would 
not allow?) and admits that he used only 
English- and French-language sources 

JAMES GERRAND 








(though these included translations of 
Spanish and Portuguese material). 
Dutch accounts, alas, were not used. 
But these are minor points. In the 
well-assembled passages from adminis- 
trators like Sir William Maxwell (in 19th- 
century Malaya), adventurers such as 
Francis Garnier (of the famed Mekong 
expedition), naturalists like Alfred Rus- 
sell Wallace or even "real writers" like. 
Somerset Maugham (who also wrote 
non-fiction about the region), the eerie 
sense emerges that both mainland and 
"insular" Southeast Asia became (and 
remain) for the West alternately a place 
of fantasy, a laboratory, a museum or a 
treasure-trove — virtually anything but 
a "real" place. Or, as Eduard Said (in 
his 1978 book, Orientalism) has written 
of Western impressions about the Near 
East: "The European idea of the Orient 
was less a place than a topos, a set of re- 
ferences." — James Clad 















LIBERATION _ 


Fantasies of an ‘outsider’ 


A Half Step Behind by Jane Condon. Dodd, Mead & Co. US$16.95. 


ince the liberation bug bit the 

world’s wealthier women in the 
1960s, there has been a plethora of 
books in English on the “plight” of the 
better half in Asia. Most of these books 
have been written by non-Asian women 
who were trained as Asian scholars. Yet 
all remain dwarfed by the volumes that 
were cranked out in the pre-lib past by 
missionaries and other sojourners who 
had their own concerns about the low 
status and high suffering endured by 
their Asian sisters. 

Jane Condon claims to be only a 
journalist (Japan stringer for Life and 
People), but she shares the rescue fan- 
tasies of her PhD and ordained 
forebears. She also prefaces her book 
with the familiar sd deceiving assur- 
ance that being an "outsider" enabled 
her to raise questions "no Japanese 
would have had the gall to ask," and to 
elicit answers which her interviewees 
“would have tactfully sidestepped” had 
she been Japanese. 

“There were obstacles, of course,” 
she admits, beginning with “the | Japan- 
ee language itself, which is deliber- 
ately ambiguous and poorly suited to 
outspoken confession.” But since Con- 
don confides that “in the interest of ac- 
curacy... I always used an interpreter," 
it seems that her biggest barrier was 
really her lack of linguistic access to the 
enormous outpouring of oral and writ- 
ten testimonies which demonstrate that 
women of every ethnic and social caste 
in Japan are perfectly capable of clearly 
saying what is on their minds without 
alien cues. 

Those who choke through the rest of 
the preface will discover a fairly reada- 
ble account of where Japanese women 
think they are. At least they will find 
selected responses of the roughly 200 
women who Condon interviewed in 
eight prefectures, and probed with 
questions so galling that one of her inter- 
preters spilled his scotch off his crotch; 
she had asked a bar mama “Do your 
hostesses sleep with their customers?” 

Four chaptered parts are preceded 
by a historical introduction and are fol- 
lowed by simple citation notes and a 
brief bibliography of recent English- 
language books on women in Japan. 
There is also an index to help pickers 
and choosers find what the author has 
written about Koreans or other 
minorities (only a few asides by major- 
ity women, for no minorities appear in 
the book, as though to imply that they 
are not also a part of Japan’s sister- 
hood); pornography, prostitution, and 
sex (dozens of amusing pages that won- 
der “How harmful cones reading manga 
[comics] or visiting a no-panty cof- 


| e 





feeshop be when, after all, Japan does 
have an extremely low rate of rape?"); 
and suicide (two mentions in passing are 
inspired by only newspaper clippings 
and stereotypes). 

The gist of Condon's historical digest 
is that, though the lot of Japanese 
women who traditionally *minced along 
three steps behind their husbands" has 
greatly improved, they remain “a half 
step behind." The title was suggested by 
the words of a factory worker who 
thought that this would be the ideal dis- 
tance to walk behind her future hus- 
band, just the way the retired popular 
singer Momoe Yamaguchi reportedly 
walks with her actor-husband To- 
mokazu Miura. 

* Japan's surge to the forefront of the 
world economy certainly is due to man- 


Initiation ceremony for new workers: acceptance. 


agement practices, hardworking busi- 
nessmen, and the strong relationship 
between business and government, but 
not to these factors alone," Condon ar- 
gues. "Japan's hidden asset is its 
women, who — largely unnoticed and 
unheralded — graciously and quietly 
make the economic miracle possible." 


art 1 on “Family” covers marriage, 

divorce, feminism and old age. Con- 
don remarks that "controlling the hus- 
band, home and bank account may 
sound like a lot of power — and the 
standard male argument is that it is — 
but such female power is in part illusory, 
because if she is divorced, the woman 
has next to nothing." But Japanese di- 
vorcees must have more than their ex- 
husbands, for how else could Condon 
explain the fact (apparently unknown to 


SANKE) 


her) that divorced men are much more 
likely to commit suicide? 

Part 2 on “Education” deals,with 
education mamas, schools and teachers, 
students, and the challenge ahead. 
Three mothers who devote themselves 
to their children’s education by pushing, 
pressuring, and cajoling them to score 
well on entrance exams, requested 
anonymity because being so obsessed 
with school achievement is not some- 
thing that many mothers are openly 
proud of, though Condon reminds. us 
that not all women are education 
mothers. 

“Work” is the subject of Part 3, 
which includes interviews with career 
women, job-hunters, part-timers, office 
ladies, blue-collar workers, entertain- 
ers and older white-collar workers. 
“There is increasing acceptance of 
women working once they marry, 
and of women returning to work,” Con- 
don writes. “Whether their husbands 
like it or not, whether society likes 
it or not, indeed whether some of 
sasun panese women are working.’ 

In a drum-beating conclusion 
called “Mountain-Moving Day,” 
Condon is certain that “as sure 
as cherry blossoms bloom in the 
spring and typhoons rage in the 
fall, there's a quiet revolution 
going on in Japan." She disagrees 
with a Japanese professor who 
thinks that the growing number 
of working women is the crest of 
a wave, and that their "illusory 
power" is cyclical. And she dis- 
counts the prediction of a banker 
who thinks that they'll *go back 
home" because the trend to ven- 
ture out into society is "like the 
swing of a pendulum." 

But *The momentum is build- 
ing," Condon insists. "Millions 
of underemployed and over- 
educated women are sitting at 
home, bowing beside the es- 
calators, serving tea, or greeting 
customers — just waiting fo: 


contribute to the next economic mira- 
ce” 

The interviews are candid. And Con- 
don’s personal interjections are usually 
objective and sometimes humorous. As 
an effort to raise the reader's critical 
awareness, however, the book fails be- 
cause Condon forgot to play devil's ad- 
vocate with enit 

A number of pioneer feminists in the 
US are having second thoughts about 
the women's movement in light of some 
of its pathological consequences on 
women, men and children. But Condon 
is content to complain that “one night a 
[Japanese?] drunkard grabbed me on 
the Ginza and planted a big sloppy kiss 
on my lips" while tritely prophesside 
that “Mountain-moving day is coming. 
In fact, it may already be here.” 

— William Wetherall 
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GULF INTERNATIONAL BANK B.S.C. 
IS NOW IN TOKYO 


Gulf International Bank (GIB) has opened a represento- — was established in 1975 and is wholly and equally owned by 
tive office in Tokyo. the Governments of Bahrain, Iroq, Kuwait, Oman, Qatar 

This new office, in a major world financial market, Saudi Arabia, and the U.A.E 
will enable us to assist in the development and support of 
trade and investment flows between Japan and the 
Middle East. 

Our new location also means we are ideally placed to 
service client needs in the high economic growth area of 
North Asia. 

GIB, on international merchant and commercial bank, 






FINANCIAL SUMMARY 1985 1984 1983 
US$000  US$000  US$000 


Net Income 67,037 63,937 57,531 
Shareholders’ Equity 714,978 580,063 447,055 
Total Assets 7,781,579 7,419,396 7,436,758 





FOR MORE INFORMATION ABOUT OUR SERVICES, PLEASE PHONE OR WRITE TO PETER F SMITH OR RASHID S. AL-KHALIFA AT 
GULF INTERNATIONAL BANK B.S.C. 
SHIN AOYAMA BUILDING, - EAST 1-1, MINAMI AOYAMA 1-CHOME MINATO-KU. TOKYO 107 
TEL: (03) 423-4096. TLX: 2425596 GIBTYO. FAX: (03) 423-4059 
HEAD OFFICE: PO. BOX 1017 AL-DOWALI BUILDING MANAMA, BAHRAIN. TEL: 256245 TLX: 8802 DOWALI BN. LONDON: 2-6 CANNON STREET 
LONDON EC4M 6XP TEL: 01-248 6411. TLX: 8812889 GIBANK G. NEW YORK: 499 PARK AVENUE, NEW YORK, N.Y. 10022. TEL: 212-303-3060 
TLX:-424027 GIBANK NY SINGAPORE: UNIT 1101/06 SHELL TOWER, 50 RAFFLES PLACE, SINGAPORE 0104. TEL: 2248771. TLX: 28096 GIBSIN RS 
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j Nigel Holloway in Singapore i 
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airs are getting the message. Taiwan 

act acopyright law last July and the 
nforcement provisions are expected 
oon. The latest government to tighten 
the rules on intellectual property is 
ingapore, which | published its 
copyright bill on 4 April. The bill is 
ikely to become law by year-end, after 
n unusually exhaustive scrutiny by a 
.select committee to which interested 
parties have been asked to contribute. 
... Producers of recorded. music. say 
Singapore is the biggest exporter of pi- 
rated music cassettes in the world. It is 
also a big producer of illeg al video-cas- 
.Settes, textbooks and computer 
software. The bill aims to bring Singa- 





intellectual property, from cable TV 
programmes to computer software. The 
maximum fine has been increased from 
$$1,000 (US$457.70) for each offence 
0.5$100,000 and/or five years’ impris- 
nment. 
< Courts will also have the power to 
lispose of rp aer recording equip- 
ment even if the alleged pirates are not 
nvicted of an offence. At the mo- 


ALAYSIA claims to have an effec- 
itive copyright law, despite succes- 
Sive governments' refusal to ratify the 
.1886 Berne and 1952 Universal Copy- 








right Conventions (UCC). Even so, a 
ougher and more comprehensive law is 
w being drafted. The © present 
)pyright Act of 1969 is “probably the | 
vere in terms of its infringement 
ies anywhere in the world,” ac- 
one lawyer. But it took 12 
the pone started. to en- 


vo of the region 's biggest piraté 


re up to date in protecting all forms of 





— — — — — — — — — — —— — — — — 


ment, firms. making illegal video or | 
- | music recordings merely switch off their 
- | machines as soon as.an unfamiliar face 
Ji- | appears near the factory, thereby put- 
s | ting the equipment beyond the reach of 
e | the law. Since music-cassette. dup- 

| licators are worth up to US$250,000, - 
“the ; .| this provision should be a big deterrent | 
- to piracy. 
“The International Federation of. 
.Phonogram and. Videogram Producers | 
(IFPI), which represents the two indus- 
tries worldwide, is pleased with these. 
aspects of the bill, but argues that it is a 


retrograde step in one important re- 
spect. According to the proposed legis- 


lation, copyright owners will have to” 


prove that the infringer knew the work 
was protected. Under a 1969 act, it was 
possible to obtain a conviction. without 


having to prove there had been knowl- | 


edge. 


this problem is for Singapore to sign one 
of the three main 


copyright conventions, which. would 


give automatic protection to any other | | 
signatory. The Motion Picture Associa- 


tion of America, which reckons its 


members lose at least US$11 million a - 


year because of illegally recorded video- 
tapes in Singapore, agrees that the city- 
state should sign a convention for 
another reason. 


Copyright protection under the bill | 


can only be acquired if it is the work of a 
Singapore citizen or resident, or a loc- 
ally incorporated company; or if the 
work is published in Singapore within 30 
days of its original appearance abroad. 


Supreme Court in a landmark decision 
last year. 


There is some difference of opinion 


as to whether ‘it covers computer 
software. But the draft new act is under- 
stood to offer unequivocal protection to 
computer programmes and video-tapes, 

in addition to raising the maximum fine 


for copyright infringement from 
M$100,000 | (US$38,536) to some 
M$250,000. 


» THAILAND was possibly the first | 
| country in Southeast Asia to accord | necess 
copyright protection to foreign intellec- | se 


foreign fi film. m te lo gain protection. : 


IFPI says the best way of ov ercorhing E 


international | 


E Singápo 






























tovernment has 


proper ; 

themselves. It Took British book. pute 
lishers six years to win a legal judgment 
that British books | are protected under 


case is still awai 
















: han Britain to 


. Some observers 
Singapore may 
pyright convention 
de concessions in 
m | Private industry 

of ther representations to the 

' Government in the five years 
or so during which new copyright 


‘safeguards have been. under € gnsidera- 
| tion. $ 


IFPI estimates that Singapore cur- 
rently supplies 40% of world exports of 


. illegal music-cassette tapes, which total 


100 million cassettes annually. It ex- 
rted 80 million illegal tapes in 1981. 
espite the decline, Singapore's legiti- 

mate recording indust has. sharply 

contracted because 1j of the loc ^ 
market is pirated. d [ 






tual property - — the first législation dates 
back 55 years. But enforcement has been 
lax. The Literature and Artistic Work 
Protection Act enacted in 1931 was up- 
dated by the Copyright Act of 1978. 

Modelled along Anglo-Saxon lines, this 
act was prompted by Bangkok becoming 
a signatory of the Berne convention. Itis 
felt to be adequate in scope. Copyright 
works accorded protection range from 
literature and artistic works to music, 

audio-visual materials and cinemato- 


“Penalties appear tough on paper: an 
offender infringing for commercial pur- 
poses is liable to up to. one year's impri- 
sonment, plus nominal fines. But. be- 
cause of the law's complexity and the 
sheer physical diffici Ity of obtaining the 

cessary documentation t oju sity. EC 
















n ‘argued that. — 
yecome an important recording 
like Hongkong. Pirated tapes in 
ory accounted for 90% of the 
arket until it introduced a British 
fright act and set up a special en- 
orcement division of customs. Now, it 
ys Hongkong’ s Cantonese- -language 
ic industry accounts for 70% of all 
nusic cassettes sold in Hongkong and a 
juarter of (legitimate) sales in Singa- 
e. China's  Mandarin-language 
ic market could beckon to the island 
public, if it can clean up its act. 
477 Tf Singapore’ $ copyright bill takes ef- 
^ fect, Indonesia may step into its place. 
its share of the illegal music-cassette ex- 

























rt market is- approaching that of | 


ingapore, «more than treble its 
worldwide share four years ago. In addi- 















0 pirate sources. At a seminar on in- | 
tellectual property in Jakarta last 
month, organised by the US Embassy, 
one local music producer said he had 
brought 300 cases of piracy which were 
currently awaiting trial. 

Indonesia was a member of the 1886 
Berne copyright convention and then 
withdrew. A copyright law was passed 
in 1982, but foreign works are not pro- 
tected by it, so illegal exports are bur- 
peoning, Saudi Arabia is a big buyer, 

ecause, though more expensive than 
Singaporean music cassettes, Indone- 
sian ones are of superior quality. In 
addition, the British Publishers Asso- 
ciation reckons its members lose £5 
million (US$7.3 million) in sales and 
royalties in Indonesia. Up to 90% of 
textbooks for teaching English are 
pirated. 

It is not all plain sailing for In- 
donesia, though: an Indonesian busi- 











US gets tough 














By Nayan Chand 3 







protect US i 
US Trade Re 


nessman is due to stand trial in New 
York next month for allegedly violating 
customs and copyright laws. Anthony 
Dharmawan was arrested at the end of 
1985, allegedly having agreed to ship 
5,000 pirate tapes to a US firm set up by 
the Recording Industry Association of 
America. The association alleges that 
the commercial attaché at the Indone- 
sian Consulate in New York was involv- 
ed, though the government in Jakarta 
denies it. 

| Pop singer Bob Geldof, who or- 
| ganised the Live Aid concert to raise 
money for the Ethiopian famine, lam- 
!| basted Indonesia in December for ex- 
k| porting up to 2 million counterfeit tapes 
of the concert. In response, the govern- 
| ment paid US$30,000 to the Live Aid 
fund, which is roughly a tenth of what it 
reaped in sales tax alone from the coun- 
terfeit tapes. The US may find Indone- 
sia a tougher nut to crack than Singa- 
pore. Beyond Indonesia, the scope for 
shifting piracy to offshore lairs is di- 
minishing with the advent of tighter re- 
strictions in the region. 


Pino pethaps hi half of the domestic sales | 









































FRUVGSSSTSO Ce tiae pice 


is undertaken by a string of financially 
solid and well-organised commercial 
enterprises. In both cases (music and 
movies), the pirates are often weeks or 
sometimes months ahead of the legiti- 
mate releases. 

» HONGKONG was once a centre for 
irated music and video-tapes, imitation 
-shirts and Gucci bags, and fake Car- 

tier watches, but today it has a cleaner 

image than most of its Asian neigh- 
bours. This is because the territory has 
one of the strongest and most rigorously 
enforced laws against infringement of 
intellectual and industrial property 
rights. 

The law provides civil and criminal 
remedies. Civil laws provide for re- 
medies which include the award of dam- 
ages, the award of permanent injunc- 
tions, the delivery of the sources of sup- 





em pop : music ad video-tapes, is fairly 
extensive. 

According to the Bangkok chapter 
of the International Federation of 
Phonogram and Videogram Producers, 

i the local agents of five major Western 
“music-production houses (CBS, EMI, 
"WEA, Polygram and RCA) together 
sell 50, 000 "legitimate" music cassettes 
monthly against an estimated 
i^ 00 pirated copies. The violation of 
"x movie rights, in the form of video-tapes, 
yp Pars we widespread. The piracy 
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boycotted. At the bilateral level, thea 


tries lose hund | 
annually to pirate 
fected BN been 


US$6-8 billion of total « 
ort sales by US comp 
jobs were lost in 1982 as- 
foreign counterfeiting. US c cop | 
dustries lose more than USSLS | > 
annually from piracy in 10 key count 
including Singapore, Taiwan, 
donesia, South Korea, the Philippines 
Malaysia and Thailand. 
The US will seek a new Gatt roum o 
multilateral trade negotiations and an 
enforceable multilateral trade agree 
ment against inadequate national 
tection of intellectual property rights. 
will also press for adoption of a Gatt 
anti-counterfeiting code — and seek to 
join the Berne International Copyrig 
Convention, which it has in the p 


ministration will pursue neg tiatio 
effective protection of intellectual prop 
erty rights and make use of a variety o 
US trade laws to enforce it. — A 
The task force on intellectual prop 
erty recommended that the US Q 
ment offer education and training 
psi of offending cou 
copyright laws. The US alr 
ed trade concessions ui 
Generalised System of Pr 
well as Article 301 of the 1984 
Tariff Act to take retaliatory 
The task force urged the l 
extend this linkage, where appt 
to other US programmes or fu 
sources." It recommended that 
a a country’s approach to intel 
perty rights into account while 
Ing ig for IMF or ‘World ser redi 
pointed out that the Baker 
lated by US Treasury Séc 
Baker) to assist debtor nati 
vides a unique Lei 0 
this i Pakage: | d 




































-of infringing articles. It also pro- 
s important, comprehensive inter- 
tory remedies which allow for set- 
ent without going for a full trial. 
Also, the Copyright Ordinance and 
Trade Descriptions Ordinance pro- 
ide for substantial fines and lengthy 
nprisonment as well as giving powers 
search and seizure and forfeiture of 
Ods. Apart from the Paris Conven- 
for the Protection of Industrial 
operty, Hongkong is also signatory to 
e Paris UCC and the more stringent 
erne International Copyright Conven- 
n. 

But computer-software piracy re- 
ins a problem, because of its com- 
Xity and despite massive operations 
unst pirates. Even so, the software 
lustry has complained about the low 
nalties meted to offenders. If Hong- 
ng courts continue to be lenient to 
nputer pirates, foreign investors of 
ih technology may be discouraged 
m investing in Hongkong, claim in- 
dustry sources. 

» CHINA's pirating of music and film 
apes is growing in the absence of any 
opyright law. China recognises indus- 
rial-property rights and has recently 
tepped up protection of them, but it 
as yet to work out laws on copyright. It 


y Hamish McDonald in Sydney 


ustralia's Westpac Banking Corp., 
"& founded in 1817 as the Bank of 
New South Wales has raised its profile 
in London with the acquisition of the 
roubled Johnson Matthey Bankers’ 
(JMB). gold-bullion operations, gain- 
p entrée to the innermost circle of 
world's most important gold mar- 








fith the purchase, bullion sub- 
diary Mase-Westpac has been invited 
join the London Gold Market, join- 
ig the select company of Rothschilds, 
uel Montagu, Sharps Pixley, and 
Mocatta & Goidsmid as a gold-clearing 
bank through which about 80% of the 
non-communist world’s gold transac- 
tions are settled. 
Westpac will promote its new bullion- 
g capability heavily in Asian mar- 
where it is expanding its presence 
h banking licences, either given or 
ised, in Japan, South Korea, 
d Hongkong (REVIEW, 30 
where dealings make uy 
ers of the world's 
* trade. It intends shortly to 
omers in ! Australia the option 
a Seirvice that could 




































of the sources of | suppl y and | 












to seal film- Varas sources. 


Although China is evolving its own- 


2 
| legal system to deal with intellectual- 
| property rights, most legal practitioners 
| in Hongkong see those laws as being at 
an infant stage and not up to the re- 
quirements of their clients. What may 
| look good on paper (China has laws 
| governing patents, trademarks, tech- 
| nology transfers and foreign contracts) 
| may not be enough to convince foreign 
businessmen of their practical value. 
| » SOUTH KOREA's copyright law, 
assed in 1957, was modelled on Japan's 
| first copyright law which goes back to the 
19th century. Following US action last 
| year, it may be changed soon. The gov- 
ernment is preparing an update to the 
1957 law which it hopes to enact later 
this year, and it has targeted 1988 as the 
year in which it will join the UCC. In 
anticipation of the change, well-estab- 
lished pirates have been aggressively 
contacting foreign publishers and offer- 
ing to sign contracts. 

Between a quarter and a third of 
books published in South Korea are 
translations of foreign books for which 
no royalties are paid. Competition ts 
fierce: 10-15 local publishers may race 
to come out with translations of popular 


Golden opportunity 


festpac’ s move into JMB opens doors to the bullion elite 


| be 

White said the special market position 
obtained by membership of the 
ring —- whose members meet twice daily 
to fix prices — would give Westpac the 
chance to become one of the world’s 
major bullion-dealing houses. “It will 


open doors that have previously been - 


closed," White said. 


JMB’s bullion trading business has | 
roots back to early last century. Its ex- 


pansion into commercial banking from 


| 1964 led to disaster in 1984 with default 





on two loans to which JMB had expo- 
sure grossly beyond normal banking 


standards. The Bank of England (Bri- 


tain’s central bank) took control in a 
£100 million (US$148.3 million) rescue. 
The sale of assets to Westpac will re- 
coup much of this outlay. The cash pay- 
ment will equal net tangible assets, esti- 
mated at £50 million, plus a goodwill fig- 
ure of £17.5 million, all of which will be 
met from Westpac’s present capital re- 
sources. Westpac gains JMB’s — 
business and treasury and foreign-ex- 
change operations, about £60 on of 
JMB’s “good loan book” n sec- 








extended to retail outlets elsewhere. 
Westpac managing director Robert _ 


e gold - 


a 10,000 t 
books 
| sold. 
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pir -langu 
l üy desee are ‘being 


The US is calling for complete pro- : 


tection on reprinted material and trans- | 


lated work, stiffer penalties for offend- - 
ers, and for South Korea to join the : 
UCC. Although there are relatively | 
stringent laws regarding records, en- . 
forcement is lax. : 
» TAIWAN has recently intensified its 
campaign against the still serious prob- — 
lem of intellectual property rights in- 
fringement, by tightening copyright 
protection. Under a Ministry of Interior 
ruling last month, US copyright holders 
will have reciprocal protection without 
r E (though not those from 
er countries). The change has 
shocked local publishers, who had long 
made a good business of pirating Ame- 
rican bestsellers and textbooks. 

An amended copyright law was pass- 
ed last June which toughened penalties 
and explicitly protected. compute 

apes for the fi J 






software and vide : 
time. This measure, ‘together with revi- 
sions of the country’s Trademark Law in 
1983 and 1985, have gone a consider- 
able distance towards satisfying foreign 
governments’ and companies’ demands 
for tighter legal controls. A major gap in 
the copyright bill was the eyo 
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t ^ gainir copyright pro- 
tory to 


tection. (Taiwan is not a signa 





ventions.) Very few actually bothered 
to register their book lists. Foreign pub- 
lishers have generally not paid much at- 
tention to the Taiwan market, partly be- 
cause of its small size, and also because 
pirated editions are seldom exported. 
Taiwan was the.acknowledged world 
leader in commercial piracy until the 
overnment, under heavy pressure 
om its trading partners, began five 
years ago to take serious measures to 
tighten trademark and copyright pro- 
 tections. In 1981, customs began requir- 
ing exporters to show authorisation to 
use foreign trademarks. This was fol- 
lowed by the 1983 and 1985 changes in 
the trademark law which raised penal- 
ties and established minimum compen- 
sation levels. The government also es- 
tablished a special taskforce under the 
Ministry of Economic Affairs to coordi- 
late the anti-counterfeiting activities of 
- a number of other government agen- 
cies. As a result, prosecutions and con- 
victions in commercial piracy cases 
have increased year by year. Sentences 
are getting tougher as well. Now the 
focus of foreign pressure is shifting to 
patent protections, especially for 
pharmaceutical products. oO 






gold bullion operation would be com- 
plementary to our international trea- 

sury business,” said Westpac’s treasury 

oie manager Stan Davis. “Gold is 
ust another currency." 

The JMB acquisition gives it seats in 
commodity es in New York, 
pes pen and S as well as 

on and Sydney. Relevant approv- 
als are from the Bank of Eng- 
land, the US Federal Reserve and the 
Reserve Bank of Australia, but no trou- 
^le is anticipated. 

Westpac will not be acquiring JMB's 
wad loans, nor the company structures 
still ce ane to investigation. Whereas 
the JM operations brought a 
loss of £73.7 in the 15 months to 
June 1985 and also required £140 mil- 
lion to cover bad debts, the bullion op- 
erations earned a profit of £7.1 million. 

The Australian bank emerged as the 

winner of a bidding contest ar- 

ranged by Baring Brothers in which 

some 24 American and European banks 

articipated. Apart from its cash offer, 

actors that might have helped win the 

nod include Westpac's association with 

JMB back to the mid-19th century Aus- 

tralian rush days, its high pruden- 

, and a long-standing pre- 

"ire rapidiy —— a ie eed 

s rapi ing domestic 

i (estimated at 55 tonnes in 

and likely to exceed 100 tonnes by 
1988) together with new “epithermal 


in the Southwest Pacific. 


| may also have been influential. 
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| In Manila 
one hotel created ‘Guest Relations’. 
You won’t want to stay anywhere else. 
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E ‘Westerners’ Waterloo 


Foreigners' Minebea takeover attempt fails, but profitably 


By Bruce Roscoe in Tokyo 


apan's first case of an attempted hos- 

tile foreign takeover bid had briefly 
threatened to end with a bang. But 
when 16.9 million shares of the targeted 
Minebea Co. were released on to the 
Osaka and Nagoya stock exchanges on 
11 April, it became clear that the British 
and American suitors had abandoned 
all hopes of launching a public-tender 
offer and would settle for a respectable 
profit from foreign-exchange gains. 

Glen International Financial Ser- 
vices Co. of Britain and Trafalgar 
Holdings, of the US, acting through the 
British investment bank Baring 
Brothers, earlier placed 21 million 
shares and convertible bonds for 3.74 
million shares of Minebea with the 
Nomura and Daiwa securities com- 
panies. The sale of most of these shares 
on 11 April, by Nomura Securities on 
the Osaka exchange (6.38 million 
shares) and Daiwa Securities at Nagoya 
(10.5 million) was executed as a “cross- 
trade” in which a syndicate of stable 
Minebea shareholders had agreed in ad- 
vance to buy up blocks of shares at ¥630 
(US$3.50) each. 

Nagoya and Osaka were chosen to 
avert possible "interference" from 
other interested buyers. Securities 
sources said the shares were "on the 
market" for no longer than five minutes 
in what effectively was a private place- 
ment made through the two exchanges. 

The Trafalgar/Glen partnership still 
holds Minebea warrants convertible to 
an estimated 40 million shares. The con- 
version could not take place previously 
because it would have raised the 
partnership's stake in Minebea above 
10%, requiring approval from Japan's 
Ministry of Finance (MoF). The 
partnership's foreign-exchange profit 
on the shares already sold may be consi- 
derable. The Minebea holdings were ac- 
quired at an estimated ¥500-650 a 
share, but the yen is now worth 30% 
more against the US dollar than when 
Trafalgar/Glen began snapping up 
Minebea shares and warrants. 

When the first shots in the takeover 
battle were fired in August 1985, no one 
was quite sure why tiny warrant-trading 
British and American investment com- 
panies would want to own a Japanese 
miniature ball-bearing maker. Mine- 
bea's president, the outspoken and 
flamboyant Takami Takahashi, refused 
to meet the principals of the partnership 
in Tokyo, brushing off the takeover bid 
as an attempt at greenmail to which he 
would not respond. 

Takahashi nonetheless conceded 
^^t Minebea's issuance of convertible 


< 





and warrant bonds had made the com- 
pany vulnerable to takeover bids. Ironi- 
cally, Minebea last year alone issued 
warrant bonds for US$100 million and 
£50 million (US$74.1 million), partly to 
finance its own takeovers. That brought 
total Minebea convertible bond and 
warrant issues on the Euromarket to 
around ¥100 billion. 

At once it appeared that Minebea 
was a cleverly selected target. 
Takahashi had become an unpopular 
figure in Japanese business and finan- 
cial circles for aggressively expanding 
his company by merger and acquisition 
tactics which extended to the takeover 
of New Hamspshire Ball Bearings Inc. 
in 1985. Trafalgar/ 
Glen’s move, there- 
fore, appeared cal- 
culated on the gam- 
ble that Japanese 
securities companies 
and large Minebea 
shareholders would 
not try to thwart a 
foreign-led takeover 
bid. 

Takahashi took 
two defensive steps 
which proved insur- 
mountable for Tra- 
falgar/Glen. He suc- 
cessfully merged 
Minebea with ap- 
parel-maker Kane- 
mori Co. and made a 
private placement of 
convertible bonds 
equivalent to 20 mil- 
lion shares, issued 
mainly to a Minebea-controlled com- 
pany. In February, Trafalgar/Glen filed 
suit with the District Court of Nagano, 
where Minebea is headquartered, to 
block the merger, but the court ruled 
against the foreigners on 24 March. 


E urther, on 13 March the MoF had said 
it would take three more months be- 
fore deciding whether to approve the 
partnership's notice of intent to acquire 
more than 10% of Minebea shares 
which had been filed on 12 February. 
The ministry was stalling over the ques- 
tion of Minebea's importance to na- 
tional security as a defence contractor. 
Meanwhile, Japanese securities sources 
said, the foreign partnership was simply 
running out of cash to keep the pressure 
on Minebea. 

But Trafalgar/Glen appeared to 
meet the stiffest opposition from Japan- 
ese securities companies. Under Japan- 
ese rules for public tender offers, both a 





Japanese securities company and a bank 
had to be appointed to manage the pub- 
lic offering. Trafalgar vice-president 
Mark Dodge admitted in Tokyo that 
Daiwa Securities had cited "cultural 
reasons" in turning down the partner- 
ship's offer to act as agent for the bid. 
Tt now transpires that others of the 
Big Four — Nomura, Yamaichi and 
Nikko — also spurned similar offers. 
The six foreign securities companies 
newly admitted to the Tokyo Stock Ex- 
change appeared even more reluctant to 
cooperate, mindful that the Japanese 
houses had declined, for fear of being 
"ostracised by the securities industry," 
as one Japanese securities analyst put it. 
Some foreign companies saw more pro- 
fitable fee business in advising Minebea 
on how to thwart the takeover bid. 
While Japan was never “reeling from 
its first ever takeover bid by a foreign 
conglomerate" — as Glen principal 
Terry Ramsden said it was — Japanese 


financial publications nonetheless were 
to sugges- — 


hostile from the beginning 

tions of a foreign 
takeover that had 
not been previously 
agreed between the 
parties. Articles 
were topped with 
—— more 
befitting open war- 
fare. Foreign com- 
panies were "advanc- 
ing" (a Japanese eu- 
phemism for invade) 
into Japan. Yet for 
most of the time the 
threat was not taken 
seriously: many ac- 
counts referred to the 
matter as a stage dra- 
ma, and writers could 
not resist saying cur- 
tains had closed on 
the act with 
share sales at Osaka 
and Nagoya. 

These points are of interest because 
the Minebea case presented a test of Ja- 
panese attitudes just as much as official 
Japanese takeover procedures and the 
views of the MoF. A predominant view, 
at least among foreign securities com- 
panies in Tokyo, is that the whole affair 

as probably set back the prospect of a 
successful hostile foreign takeover by at 
least five years. Trafalgar/Glen 
emerged as unqualified or unwilling to 
follow through with repeated state- 
ments of intent to proceed with a public- 
tender offer. 

Jeff Uscher, who specialises in mer- 
er and acquisition studies for Hoare 
ovetts Tokyo operation, suspects 

Trafalgar/Glen simply did not do their 
homework in researching an appropriate 
Japanese takeover candidate. “The 
lesson should not be that it is impossible 
to take over the right company,” says 
Uscher, “but that it is impossible to take 
over the wrong one.” ip 
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Working together, they simplify electronic banking 
for correspondents in Asia and the Pacific. 





We don't think a P/C-based 
banking system should be so compli- 
cated that it takes a lengthy course 
for your staff to master it. 

So we worked hard to make ours 
simple. 

The Manufacturers Hanover 
system, based on a microcomputer 
link between your bank and ours, is 
incredibly easy to use. Which means 
that you can have the system up and 
running in no time, performing a 
number of services—funds transfer, 
letters of credit initiation and 
account information access—with 


Skilled bankers dedicated to our correspondents in Asia and the Pacific from offices in: Bangkok, Bombay, 
Hong Kong, Jakarta, Kuala Lumpur, Seoul, Singapore, Sydney, Taipei and Tokyo. 
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many more to come. —— 

It’s another example of how 

Manufacturers Hanover brings du ; 

together the art and science of corre- . 

spondent banking—a top-priority 3 

commitment of ours. * 

Let us demonstrate how our E 

P/C-based system can help you E 
reduce manual paperwork, adminis- 

trative costs and monitoring delays. 9 

Contact our office nearest you. 


Global Financial Institutions Division 
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The Financial Source* Worldwide. 
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MINING 


A stake in the action 


A gold rush is on in the islands of the South Pacific 


By Roman Grynberg and Hamish McDonald in Port Moresby 


to Canada more than a year ago have in- 
dicated success. 

Company executives said the deve- 
lopment decision will not be made be- 
fore mid-1987. But some production has 
been made almost inevitable, most 
analysts believe, by recent drilling 
which revealed a sub-zone of astonish- 


B. gold discoveries in Papua New 
Guinea have led to a geological 
reappraisal of the Southwest Pacific and 
an upsurge of exploration that could 
turn the region into an important world 
gold-supply source within a few years. 

The proving-up of three major gold 
deposits in Papua New Guinea holds 
promise of further mining contributions 
to the economy. Meanwhile, cost-cut- 
ting and the oil-price slide has improved 
the immediate financial outlook for the 
industry's existing mainstays, the large- 
scale copper-gold mines of Bougainville 
Copper and Ok Tedi Mining. 

e three gold discoveries at 
Misima Island in the Louisiade Ar- 
chipelago, at Porgera in the Enga high- 
lands, and Lihir Island off the east coast 
of New Ireland — will, if developed, 
offer a wide geographic spread of in- 
vestment, Operational expenditure, 
local revenue payments and jobs. For a 
country so divided on regional and 
ethnic lines, this is most fortunate. 

The Misima project, wholly owned 
by the local subsidiary of Canada’s 
Placer Development, presents the 
fewest technical complications. Barring 
a suddenly bearish outlook for gold 
prices (in recent times US$325-350 an 
Oz), Placer is expected to decide to go 
ahead with the US$110-150 million in- 
vestment by August, and have the first 

old produced in 1988. The mine will 
* a fairly short life of 10-12 years, 
turning out perhaps 160,000 oz a year. 

With an ore body comprising 44 mil- 








BUDGETS 


Caution rules the day 


Burma goes for modest growth in 1986-87 


. ByM.C. Tun in Rangoon 


"s E urma's budget for fiscal 1986-87 (ending 31 March) re- 
KJ flects an element of caution and restraint i 


lion tonnes at grades of 1:4 gm and 20 
gm of silver a tonne, it would be one of 
the lowest-grade mines in the world. 
But recovery costs are low — perhaps 
US$150 an oz, not including loan repay- 
ments — because of open-pit mining. 
Placer is also a partner in the Porgera 
discovery, holding equal shares with 
Australia's Mount Isa Mines group and 
Renison Goldfields Consolidated 
(RGC). A little like Ok Tedi, Porgera is 
rich and remote: on a rain-soaked 
mountainside in Enga province about 
2,500 m above sea-level, a six-hour 
grind by four-wheel drive vehicle from 
where the highway from Lae peters out. 
The surrounding country is densely 
populated by tribes who still settle dis- 
putes with bows and arrows. 
Exploration since 1956 has long 
shown rich grades of ore, with the main 
body holding an estimated 59 million 
tonnes at 3.55 gm/tonne (compared 
with Ok Tedi's 2.86 gm/tonne). But 
physical-access problems are com- 
pounded by metallurgical difficulties. 
Most of the gold is contained in sulphide 


crystals: in Porgera’s mountain-en- | 
closed, humid air, removing the sul- 
phides by the conventional roasting 


method would produce a devastating 
acid rain. 

Placer appears to have overcome this 
by adapting a pressure-leaching method 
used in uranium and nickel extraction, 
whereby ore is heated within vessels 
that contain sulphur-dioxide emissions. 
Tests with samples of Porgera ore sent 


In the general government sector, total exp 
n is forecast, up 8.5% from Ky 
icy n year. Kyat 1.8 billion 
total goes to defence, reflecting government's 
ing campaign against communist and ethnic insurgents 
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| ingly high grade, about 1.7 million ton- 


nes of ore at 40 gm/tonne. A further 15 
million tonnes is thought to hold about 6 
gm/tonne. An exploratory tunnel is now 
being driven along the deposit to con- 
firm drilling results. 


TX consortium is still weighing the 
options presented by this mix of re- 
serves: whether to start with a simple 
underground operation to reap the rich- 
est reserves first; commit to a long- 
term, open-pit operation, or combine a 
high-cash flow underground mine with a 
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urveying a mine site: exploration upsurge. 
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are projected to total Kyat 9.1 billion, up 7% - 
from the previous year's Kyat 8.5 bil il- 
lion surplus is forecast for — 
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$ government’s view that the troubled international economic The 61 SEOs (which include five state banks) are pro- 
. environment is still having repercussions on developing jected to a total of Kyat 32.9 billion, 10% up from - 
_ countries. The budget thus provides for lower investment yat 29.9 n of the pre year. But this rise relates - 
~ spending this year, continuing the falling trend since invest- — onl to recurrent ding, as capital expenditure is slated 
. ment peaked at Kyat 8.2 billion (US$1.1 billion) in 1982-83. to fall more than 8% to Kyat 4.9 billion. The cutback was- 
.. It is intended to help achieve only 3.6% gross domestic pro- said by the government to be due to the need to economise 
_ duct growth, the target set by the annual economic plan. on capital-goods imports. — OMM 
^. Drawn up in three parts, the budget contains separate es- SEOs’ receipts are forecast to total Kyat 29.6 ha. 
- . timates for general government i ons (comprising the 16% rise from the previous year. Major increases are ex- - 
_ People’s Assembly, central and regional people's councils pected to come from SEOs in the 





JA and government departments), the state economic organisa- 
. . tions (SEOs) and local municipal bodies. 
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simultaneous open-cut from above on 
lower grades. 

The options give an investment 
range of some US$200-600 million, with 
capacity from 3-8,000 tonnes of ore a 
day. Included in whatever development 
is made will be an access road and a hy- 
droelectric power plant. As with Ok 
Tedi, the disposal of tailings (the re- 
sidue of the ore after extractive treat- 
ment with chemicals and heat) in a con- 
ventional dam is made difficult and even 
dangerous by the soft, earthquake- 
prone terrain and high rainfall. 

The Porgera consortium hopes to 
persuade Papua New Guinea’s Depart- 
ment of Minerals and Energy that 
dumping the wastes, treated to break 
down cyanides, would cause little dam- 
age in the massive water-flow of the 
Strickland River system, which already 
carries huge amounts of sediment from 


LI 


^ so ț e 


i *. 
k^ n! uu" l 
t PORGERA 
OK TEDI A 


Madang 









Mt. Hagen 3otol 


PAPUA NEW GUINEA 


IRIAN JAYA 
(INDONESIA) 


E 


— — 
ive bank borrowings 
pansion and inflation, but they have 


persisted 
years despite the government's repeated calls for SEOs to 


build up their own reserves. 
Local m 
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natural land-slips and erosion. (Ok Tedi 
Mines is also understood to hope for the 
same conclusion about its much-defer- 
red permanent tailings dam.) 

The Lihir deposit is also a rich one. 
Geological reserves are put at 137 mil- 
lion tonnes of ore at 2.66 gm/tonne, 98.6 
million tonnes at 3.22 gm/tonne, and 
49.5 million tonnes at 4.51 gm/tonne. 
Accessible reserves may be much small- 
er, however, as the deposit lies in the 
side of a volcano half-shattered and 
flooded by the sea. The gold ore is lo- 
cated at depths down to 100 m, on top of 
geothermal springs as hot as 160°C. 

The discovery is owned 88% by Ken- 
necott Explorations (Australia) an 
offshoot of the troubled US mining 
giant owned by BP-Standard Oil Co. 
(Ohio), and 12% by Niugini Mining 
(NM), whose share price has soared re- 
cently on the Sydney Stock Exchange. 
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While Kennecott executives deny any 
intention to sell out, Australian 
sharemarkets have conjectured for 
some time that the company would pre- 
fer to reap perhaps US million for 
its interest (based on NM's capitalisa- 
tion) rather than proceed. Placer and 
RGC are mentioned as possible bid- 
ders, along with NM itself. 


T2 nature of the Lihir deposit has led 
to an intense gold search in areas of 
similar geology for further “epithermal” 
gold, along the intersection of the 
earth's tectonic plates where geother- 
mal springs form deposits from cooled- 
down lava. As well as nearby sites in 
New Ireland, a mostly Australian-based 
rush of gold mining firms has fanned out 
down through the Solomon Islands, 
Vanuatu and Fiji. 

Prominent among them is Sydney- 
listed City and Suburban Properties, 
which has exploratory work under way 
in Papua New Guinea's Feni Islands and 
several other leases, as well as Van- 
uatu's Santo and Malekula Islands. 

The new projects give Papua New 
Guinea's leaders several new problems 
to ponder. All are much smaller in scale 
than Bougainville or Ok Tedi, which to- 
gether accounted for more than 45% of 
the country's exports in 1984. The ex- 
perience of the state's 20% investment 
in each of these projects has been a 
mixed one. "It has been expensive, 
time-consuming and [it] raised conflicts 
of interest between the government's 
roles as regulator and investor," said 
one analyst in Port Moresby. 

Asked by the REVIEW if the govern- 
ment would seek equity in new minin 
projects, Prime Minister Paias Wingti 
replied: *Not unless we are very sure of 
it. Ok Tedi has been a lesson for this coun- 
try. We willlook at it case-by-case, based 
on the economics of each project. If 


quce sagis Having to finance their deficits with bank 
rrowings, they also contribute to monetary expansion. 
The has conceded that the SEOs' practice of 
deficit is an Samak ties, ieee —* 
currency » by ember b reach 
‘Kyat 13 billion — a 12% rise in one year and a 50% rise in 
four years. The government, however, maintains that the 
rise in people’s savings to Kyat 6.4 billion by September 
1985 blunted the i impact of currency expansion 
the period down BEIM. 
with scepticism. gov- 
ernment Sed rin year's demonetisation of some cur- 
.  rency notes to liquidate “black money" will reduce the vol- 
|. ame oft , the rate of inflation. 
| The budget provides for total public-sector investment of 
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there is a high degree of risk we would 
let it be 100% foreign. Sometimes, of 
| course, private enterprise would not 
| like to take the risk and they would like 
- some assurance from the government. 
That’s why they would want to see the 
government be a shareholder.” 
Involvement in the more marginal 
Misima venture has almost certainly 
been ruled out. The government has yet 
to address the question of participation 
and local equity in Lihir. Almost cer- 
tainly, it will wait until the figures are 
firmer before deciding whether to exer- 
cise its options. A state stake would run 
counter to Wingti’s expressed wish to 
limit government involvement in the 
private sector but new projects could be 
required to float some equity on the 
mooted Port Moresby stock exchange. 
Local communities are also showing 
the contradictory desires to squeeze as 
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much as possible from mining projects 
while limiting the harmful effects of 
mining camps. In Misima and Lihir, the 
companies might solve this by limiting 
labour recruitment to local villagers, 
while flying their expatriates out for all 
recreation rather than let a local bar- 
room strip develop. 

The acquisitive highlanders around 
Porgera want more of the action, and 
are aggressively pushing land claims. In 
addition, Enga MP Paul Torato is a di- 
rector of a local company, Aiyane Min- 
ing Exploration, set up to exploit work 
opportunities from Porgera, and has 
applied political pressure to get con- 
tracts for it even when other bids have 
been lower. Torato's appointment as 
Wingti's minister for lands was greeted 
with dismay in mining circles. 

The companies are all working hard 
to convince authorities that none of the 


projects can be expected to carry any- 
thing like the regional infrastructure 
burdens placed on the community by 
Bougainville and Ok Tedi. But overall, 
Papua New Guinea is still regarded as a 
comparatively hospitable country for 
miners, and the favourable tax regime 
in Australia may soon end as the gold- 
mining industry's exemption from cor- 
porate tax is under review. 

But with the total take from all forms 
of taxation on Misima — including cor- 
porate tax, dividend-withholding tax, 
royalties, customs duties and personal 
income tax — estimated to be only Kina 
10 million (US$10.4 million) a year, the 
government can hardly be accused of 
greed. With Lihir and Porgera, Papua 
New Guinea's resources "super-tax" — 
which cuts above a certain rate of return 
on investment — could cream off much 
of the bonanza. 


ECONOMIC MONITOR TAIWAN |4 


An unwelcome windfall 


gm: economy is being boosted 
by rising demand in overseas mar- 
kets, falling oil prices and the rise of the 
yen. On 24 March, the official Council 
for Economic Planning and Develop- 
ment lifted its projection for real econo- 
mic growth in 1986 to 8.5%, in sharp 
contrast to both its own 5.5% estimate 
issued late last year and 1985's disap- 
pointing growth of 4.7%. The new fore- 
cast, though more optimistic than those 
of some private economists or other 
government agencies, should be within 
reach if current trends continue. 

The nation's export competitiveness 
has been lifted by cuts in domestic pet- 
roP and electricity rates by state-owned 
Chinese Petroleum Corp. (CPC) and 
Taiwan Power Co. CPC's import bill is 
| reduced by about US$120 million for 
| @each US$1 a barrel drop in crude prices. 

The major shifts in exchange rates 
since the September 1985 Group of Five 
(G-5) meeting have also benefited 
Taiwan, since the NT dollar is roughly 
pegged to the US currency. Despite a 
4% appreciation against the US dollar 
since G-5, the NT dollar had fallen more 
than 8*5 against the Deutschemark and 
12% against the yen by the first week of 
April. 

As a result, prospects for progress on 
the. long-standing goal of diversifying 
export markets are somewhat more 

favourable in 1986, though the domi- 
nance of the US market (which last year 
took 48% of exports) will not be chal- 
lenged. Europe-bound exports during 
the first quarter rose a healthy 31% over 
the same period in 1985, to US$942 mil- 
lion. The change represented only a 
slight improvement in the total export 
picture, however, with the portion of 
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Taiwan's exports to Europe rising from 
10.1% to 11.4%. 

Exports to Japan improved by 20% 
in the first quarter, to US$926 million. 
This did not represent a significant 
change in Taiwan's sig to break open 
the Japanese market, which is proving 
itself — non-price sensitive. 
Japan’s slice of Taiwan’s export pie rose 
a bare 0.2 of a point to 11.1%, despite 
the more favourable exchange rate. 

Overall, the first-quarter trade fig- 
ures represented a continuation of the 
upturn that began in late 1985. Exports 





amounted to US$8.38 billion, a healthy 
18% increase over the first quarter of 
last year; imports rose only 7.5% to 
US$5.33 billion. 

The resulting trade surplus high- 
lights Taiwan's dilemma: because of 
continuing low levels of domestic in- 
vestment, high import tariffs, and a fun- 
damentally favourable terms-of-trade 
situation, exports invariakgy rise faster 
than imports on both sides of boom- 
and-bust cycles. Taipei will inevitably 


face heightened political pressure from 
the Reagan administration and the US 
Congress this year to take more effec- 
tive counter-measures than it has done 
so far. 

The overall trade surplus for the first 
quarter was US$3.04 billion (up 43% 
from last year). From its US trade, 
Taiwan piled up a US$2.78 billion 
surplus (up 38%). Once seasonal fac- 
tors are taken into account, both are 
likely to exceed US$12 billion for the 
year, against 1985's US$10.6 billion 
surplus overall and a US$10.02 billion 
surplus for US-Taiwan trade. 

The stubborn trade surplus con- 
tinues to feed Taiwan's already-swollen 
international reserves. The Central 
Bank of China's (CBC) holdings of 
foreign exchange amounted to US$24.6 
billion at the end of February. This is 
sufficient to pay for almost 15 months of 
imports, compared to the three-to-six- 
month range economists generally con- 
sider healthy and sufficient. 

Unofficially, a senior CBC official 
told reporters that the reserves had 
reached US$26 billion at the end of 
March. At this rate of increase, which is 
expected to continue in coming months, 
the reserves should be more than US$35 
billion by the end of the year. Taiwan 
will thus be in the extraordinary posi- 
tion of holding foreign exchange in ex- 
cess of half the nation's gross national 

roduct, which in 1985 amounted to 
S$60.08 billion. 

Despite the inherent inflationary 
pressures of the massive reserves, the 
consumer price index for the three- 
month period ending in January fell 
1%, awe pee: to the same period a year 
earlier, due to weak domestic demand 
and record issues of treasury bonds by 
CBC to sop up excess money supply. 
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The Dutch have a worldwide reputation. For being good, astute businessmen. 
We're proud of this. But we also know that it's just not enough. Not in the world of 
international banking which grows daily more complex and sophisticated. 

Today, AMRO has an international banking capability precisely 
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Step aboard JAL First Class. 
And discover the truth behind 
our promise. 


Enjoy the warmth and 
hospitality that has made us 
the world’s number one [ATA 
airline’. 

Experience for yourself the 
most gracious service. 
Attention to the smallest detail. 
And smiles that truly retlect 
the pleasure we take in 
serving vou. 

On Japan Air Lines, the art of 
giving 1s not forgotten. 

We know who comes first, 
we always have. 
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SHERATON WORLDWIDE RESERVATIONS 


Instant, confirmed reservotions 
at over 500 Sheraton Hotels worldwide 
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COME TO SHERATON HOTELS. 


Sheratons Asia is a growing 
world. A world of business 
supported by a network of 
exceptional hotels 
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facilities for those important 
moments in your day. Then 
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from the frantic pace of 
business in Asia 
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For Future Generations 


These smiling children are the hope of Asia. They dream of the future and, 
like all children, they are eager to grow, eager to learn —— if given the chance. 
We at Kobe Steel understand E 
what their faces reflect: Nations striving to build a future rich with opportunity. 
And we are helping them —— and you —— through technology transfer, 
industrial projects, and the supply of industrial goods. 
We know the future depends on it. 


E. 
f 





Wherever you find progress 
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Offices also in New York, Los Angeles, Düsseldorf, London, Mexico City, Bahrain and Melbourne. 
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The ties that bind 


By Charles Smith in Peking 


Although trade fric- 
tions with the US con- 
tinue to top the offi- 
cial list of agenda 
i| items requiring action 
„a. | by harassed Ministry 
of International Trade 

2 and Industry (Miti) 
officials, there are signs of increasing 
concern, both within the Japanese Gov- 
ernment and in the private sector, about 
Tokyo's fast-deteriorating economic re- 
lations with China. 

Japan's China trade, which grew by a 
remarkable 44% in 1985 to US$18.9 bil- 
lion as China's domestic economic 
boom sucked in imports of consumer 
goods and machinery, is expected to 
shrink substantially in 1986 with the 
slowdown of China's growth, and as a 
result of specific bans imposed by Pe- 
king on several types of consumer-goods 
imports. Whether 1986 turns out to be a 
year of consolidation in a basically 
healthy trade relationship or the start of 
a more agonising process of adjustment 
is, however, by no means certain. 

According to some trade analysts in 
Tokyo, and a rather larger number of 
Japan-watchers in trade and foreign-re- 
lations research agencies in Peking, the 
two countries may have reached a point 
in their relationship where Japan needs 
to start offering a whole new series of 
"inputs" into the Chinese growth pro- 
cess if relations are to remain cordial 
and constructive. Failing that, Peking's 
Japan specialists hint that the time may 
have come for China deliberately to de- 
emphasise its reliance on Japan as a 
supplier of goods and technology, 
switching instead to more active links 
with Europe and North America. 

The emphasis on resolving trade 
problems does not mean that China and 
Japan have lost their long-term vision of 
one another as complementary eco- 
nomies with a long-term common in- 
terest in each other's welfare. In the 
long run, Japan can hardly fail to be by 
far the most important supplier of tech- 
nology, capital goods and management 
knowhow to China, while China seems 
bound to go on looking to Japan as the 
major market for its minerals and farm 
products — to say nothing of manufac- 
tured products. The truth is, however, 
that the vast gap in income levels be- 
tween the two countries also makes for a 
certain lopsidedness. This has become 
steadily more apparent in the past few 
years as the two countries have shifted 
from a *hands-off" relationship to one 
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based on a high level of expectations — 
especially on the part of China. 

The factors which led to the present 
impasse in China-Japan relations are 
easy enough to list, though very differ- 
ently evaluated by the two sides. Up to 
the start of 1985, when China's econ- 
omy began to take off in a fashion that 
was apparently beyond the expectations 
— as well as the control — of its leader- 
ship, China had enjoyed a succession of 
moderate deficits in its trade with Japan 
which were roughly coünterbabanoed i 
surpluses elsewhere, producing an over- 
all trade surplus for 1982 and 1983 and a 
small deficit in 1984. 

The inflationary wave which was un- 
leashed in mid-1984 by the leadership's 








first round of price liberalisation mea- 
sures as well as by rapidly increasin 
farm income, induced Peking to launc 
a programme of imports of finished con- 
sumer goods as a means of absorbing 
surplus cash. But the US$2 billion or so 
of imported TV sets, refrigerators and 
other consumer durables which were in- 
itially imported by the central govern- 
ment as "inflation absorbers" were 
quickly swamped by a wave of "inde- 
pendent" imports undertaken by pro- 
vincial and city authorities which had 
been allowed use of part of locally gen- 
erated foreign exchange under the gov- 
— ——— — — — 
Fair-weather friends: page 74 
Diagnosis and treatment: page 76 
Borrowers of last resort: page 77 
Joint ventures: page 78 


Middleman's kingdom: page 79 





ernment’s liberalisation programme. 


The more than 10-fold increase in | | 


China's purchases of cars and colour TV 
sets (to say nothing of refrigerators and 
other electronic goods) which occurred 
between mid-1984 and the end of 1985 
was the main factor behind a 7375 rise in 
the overall value of imports from Japan 


íl 


in 1985 — by far the steepest one-year - 


jump in the recent history of Sino-Ja- 
panese trade. The resulting trade gap in 
Japan's favour of US$5.9 billion, ac- 
cording to Japanese figures, was more 
than twice as big as the previous record 
and may have represented more than 
half of China's total trade gap (though 
conflicting Peking statistics on trade 
make this difficult to determine). 

Thanks to the slackening of infla- 
tionary pressures that occurred in the 
second 
have recovered at least part of the con- 
trol over its international trade that was 
lost in 1984. But weaker internal de- 
mand, combined with the strict ban on 
imports of assembled consumer dura- 
bles that was imposed towards the end 
of last vear, hardly seems likely to be 
enough to restore trade equilibrium 
with Japan. 


A from their much-publicised 
imports of finished TV sets and re- 
frigerators, Chinese provincial govern- 
ments and other local authorities are es- 
timated (by Japanese sources) to have 
bought nearly 100 production lines for 
colour TV sets between mid-1984 and 
the end of 1985 and perhaps as many as 
600 lines for refrigerator assembly. Im- 
porting the components needed to ope- 
rate these lines as they come on stream 
during 1986 is expected to put fresh 
strain on Peking's foreign-exchange re- 
sources — assuming the authorities do 
not simply decide to mothball these 
facilities. 

A second reason why Peking seems 
unlikely to be able to restore equilib- 
rium to the Japanese trade relationship 
in 1986 is that falling oil prices will pro- 
duce a devastating impact on China's 
export earnings. China exported 
around 270 million barrels of crude oil 
to Japan in 1985 (accounting for 6% of 
Japan’s total imports) and thus stands to 
lose US$270 million of Japanese export 
earnings with every one-dollar decline in 
the price of crude, assuming no change 
in the overall volume of exports. 

In fact, an upward revision of the 
quantities of oil to be shipped under the 
1978-90 China-Japan Long Term Trade 
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alf of 1985, China seems to © 










































after si "month: of strenuous negotia- 
tions. But the slightly larger share of 
Japan’s oil-import market which China 
; na / be able to obtain in 1986 as a result 
of this is unlikely to be worth as much in 
dollar terms as the smaller volume of oil 
shipped in 1985, and a parallel fall in the 
price of coal (China's second most im- 
portant export to Japan) could make 
matters even worse. 

.. The impossibility of achieving any- 
thir g like a balanced trade relationship 
with Japan in the short term by stepping 
up exports may be one reason why Pe- 
ng has begun to show signs of wanting 
) shift at least a portion of the machin- 
ery and plant orders that it formally 
placed in Japan towards European or 
US suppliers. But the trade gap itself is 
far from being the only issue that cur- 
rently bedevils the bilateral economic 
relationship. 

. Japanese trading companies which 
signed machinery contracts with China 
in the months eme. the September 
1985 Group of Five agreement on ex- 
change rates (the agreement which gave 
rise to the sharp appreciation of the yen) 
Sa | they are being faced with demands 
for cuts of 20-25% in the original yen- 
denominated contract prices — failing 
which the Chinese importers have 
“hinted” at cancellation of the contract. 
China's negative reaction to the effects 
of yen revaluation is also claimed to 
have extended to not inviting Japanese 
companies to take part in tenders for 
new machinery contracts that are open 
to exporters from other nations. 

. Japanese companies have fought 
back against the problem of yen ap- 
 preciation either by tendering in dollars 
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Although natural po- 
| liteness (or, possibly, 
questions of "face") 
| are apparently pre- 
" ventin top economic 
ee. | Officials in Dalian 

from speaking out 
= openly, there is obvi- 
. ously considerable frustration and dis- 
appointment among them with what is 
. seen as the lukewarm attitude of Japan- 
ese businessmen towards the city's eco- 
| nomic-development plans. 
___ As the only all-weather port serving 
the three provinces of Liaoning, Jilin 
. and Heilongjiang in China's northeast, 
and an important industrial city in its 
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own right, Dalian was selected in 1984 
. asone of the 14 “open cities" entitled to 
. negotiate directly with foreign com- 
| panies on the formation of joint ven- 
_ tures. Dalian also boasts a fledgeling 
onomic and Technical Development 
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group did in the case of a recently 
awarded US$400 million contract for 
electricity generating plant — or by de- 
liberately sacrificing any hope of profit 
on yen-denominated bids. But a Pe- 
king-based trade executive whose com- 
pany normally wins some hundreds of 
millions of dollars worth of plant and 
machinery export contracts each year, 
told the REVIEW that the psychological 
barrier represented by yen appreciation 
could still take months to overcome. 
This is despite the fact that in the case of 
one recent tender, for a 1 million m? 
liquefied petroleum plant to be built at 
the Hong Yuan oil field, the three low- 
est bids opened by the Chinese were all 
from Japanese consortia. 


A final reason cited by Japanese trad- 
ers, as well as by the Chinese them- 
selves, for China’s disillusionment with 
Japan as a trade partner is Japan’s al- 
legedly poor performance in direct in- 
vestment. Chinese officials take the 
view that Japan’s contribution in the in- 
vestment field should be roughly equi- 
valent to its share of China’s external 
trade (around 25% in 1985 or 33% if 
Japan’s share of imports alone are taken 
into account). Yet figures for 1979-84, 
prre by the Ministry of Foreign 

conomic Relations and Trade 
(Mofert) in Peking show that Japan was 
a poor third among overseas investment 
sources with a total of 57 joint-venture 
agreements out of 741 from all areas (in- 
cluding Hongkong and Macau). 

In 1985, Japanese companies signed 
another 70-80 joint-venture agreements 
with China but the number of invest- 
ments from other sources grew even 


Disappointment with 
fair-weather friends 


Zone (ETDZ) on a 20-km? site outside 
the city which is scheduled eventually to 
house about 300 hi-tech factories, and 
has been trying to get an ambitious port- 
development project going. 

Yet Japanese businessmen, who visit 
the city in droves, seem curiously reluc- 
tant to become involved. Of 10 joint 
ventures in the ETDZ on which negoti- 
ations are reasonably far advanced, 
only one (a scheme for processing fur 
from locally caught minks) involves a 
Japanese investor. 

In Dalian city proper, Japanese com- 
panies committed themselves in 1985 to 


16 Hue projects worth a total 
of 


$$24 million. according to the di- 
rector of the city's Commission for 
Foreign Economic Relations. In terms 
of project numbers, this represents 
nearly a quarter of total incoming 
foreign investments, but in value terms 
Japan ranks considerably lower — indi- 
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l more 'apid ly, so ha . Japan's share Or 
 incomi 


g investment actually declined. - 
Of the 2,300 or so investment agree- 
ments estimated by Mofert to Mave been 
signed during 1985, Japan accounted for 
an exceedingly modest 3.4% while 
Hongkong and Overseas Chinese in- 
vestors contributed more than 70%. 

Some 40% (by number) to date of in- 
coming Japanese investments have 
been in manufacturing industries, in- 
cluding electronics, textiles and chemi- 
cals. But Mofert complains that large- 
scale projects such as the Hitachi TV 
manufacturing plant in Fujian and the 
Sanyo Electric TV project in Shenzhen 
have represented only a minute propor- 
tion of the total. To a greater extent 
than either Hongkong or the US (the 
second-ranking foreign investor in 
China), Japan jas opted for small-scale, 
low-risk projects involving a fairly mod- 
est level of technology. 

Japan's failure to invest in China on a 
larger scale is put down by some 
analysts to "cultural" factors: it is ar- 
gued, for example, that Hongkong busi- 
nessmen, who account for by far the 
largest portion of investment, are more 
risk-oriented than the Japanese and 
more willing to assume that the un- 
answered questions about costs and 
operating conditions that tend to prolif- 
erate in China will be satisfactorily re- 
solved once a project gets under way. 
Japanese companies with direct experi- 
ence of Chinese business conditions, as 
well as Miti officials dealing with China, 
are more specific and less charitable. 

A major electronics company, which 
already operates a joint-venture TV as- 
sembly plant in China, says it has given . 
up the idea of making any further in- 
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cating that most Japanese investments 
tend to be on the small side. 

Dalian city officials seem less dis- 
satisfied with the role played by Japan- ` 
ese businessmen in helping local com- 
panies to upgrade their facilities 
through technology cooperation con- 
tracts (contracts which do not oblige the 
foreign partner to take a capital stake in 
a venture). An agreement signed in 
1980 between Dalian Shipyard and 
Hitacht Shipbuilding is cited as having 
been particularly significant in laying - 
the foundations for the vard's emer- 
gence as a successful exporter of bulk 
carriers and medium-to-large oil tankers. < 

However, as Dalian s Mayor Wei | 
Fuhai implied in an interview with the 
REVIEW, Japanese companies which | 
approach Dalian with offers of assist- 
ance often seem to have their eyes on 
money rather than cooperation — or on - 
the export "spin-off" involved rather ` 
than on technology transfer as such. 

A side-effect of the Hitachi Ship- 
building — Dalian Shipyard tie-up is that 
the shipyard buys crankshafts, high- 
pressure pumps and cylinder heads, 
made by Hitac i under licence from the c 
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vestments for the time being after being 
unexpectedly instructed by the Chinese 
authorities to start exporting a substan- 
tial proportion of its output or, failing 
that, to begin procurement of local com- 
ponents. According to Miti, the profit 
outlook for investments in China is so 
uncertain that Japanese investors who 
become involved in projects need to 
understand that they do so at their own 
risk. Miti’s own attitude towards joint 
ventures is officially “neutral” — which 
may be a way of saying that it is, in fact. 
decidedly negative. 

In the absence of any willingness to 
push for an improvement in Japan- 
China relations through the joint-ven- 
ture route, Miti has come up with an 
ambitious alternative plan for putting 
the relationship back on track. In early 
May a group of senior executives repre- 
senting around 150 of Japan's largest 
companies will spend four days in China 
talking to top economic leaders and 

“sincerely” looking for products that 
bes companies might be able to im- 

port. The May mission is expected also 
to discuss an idea that Miti sees as pre 
ferable to joint ventures — the designa- 
tion by China of “export factories" that 
would receive tax and other incentives 
to reach a given level of overseas sales. 
while also being supported with 
technological assistance from Japan. 


P Es Miti proposal for setting up de- 
signated factories seems to have at- 
tracted a positive response from Mofert 
where officials have been studying some 
of the incentives used by Japan itself in 
the 1950s and 1960s to get exports of 
manufactured goods moving. But the 
big companies which will be taking part 


Danish diesel-engine manufacturer 
BNW for use in engines assembled loc- 
ally under licence from the same Danish 
company. The shipyard’s chief en- 
ineer, Luo Yumin, cites this as an 
-xample of "clever Japanese business 
methods" — though without implying 
that the arrangement does not also work 
in Dalian Shipyard's interests. 

A. Dalian precision-motor company 
which buys components from Japan to 
produce motors for radio-cassette re- 
corders sounded equally happy about 
relations with its Japanese partner, 
though once again the deal seems to 
have consisted basically of an arrange- 
ment for assembling Japanese-made 
components under the umbrella of a 
technology-exchange agreement 


ccording to Tian Yousheng, chair- 

man of the Dalian Telecommunica- 
tion Motor Factory, the factory was ef- 
fectively bankrupt in 1984 as a result of 
over-production of too many different 
varieties of motors which had proved 
unsaleable even in the domestic market. 
At this point Tian was approached by 
Mitsumi Denki, a medium-sized Japan- 
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in the import-promotion mission are by 
no means unanimous about the chances 
of success. 

The China business manager of one 
top electronics concern told the 
REVIEW that his company had been ob- 
liged to join the mission but that there 
were fears that it might raise false ex- 
pectations and be counterproductive. 
The same company's international pro- 
curement department was said to have 
answered “nothing” when asked by top 
management what electronic compo- 
nents or intermediate raw materials it 
thought might usefully be bought in 
China. 

The removal of tariff and non-tariff 
barriers to China's farm-product ex- 
ports, though not specifically on the 
agenda of the May mission, is another 
issue over which perceptions clearly dif- 
fer. In Peking trade officials claim to be 
on the point of tackling Japan seriously 
over such problems as the quarantine 
requirements for inewara straw, the 
material from which Japan's ubiquitous 
tatami matting is made, and over the re- 
Strictive import quota for konyaku, a 
vegetable used to make a jelly which is a 
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ese precision-motor manufacturer, with 
offers of technical assistance. 

Mitsumi's input of components and 
technology — to say nothing of six 
months’ on-the-spot training by Japan- 
ese engineers — enabled the company 
to equal Japanese quality standards and 
to win prizes for its products from the 
Ministry of Telecommunications. How- 
the factory still imports all but 
eight of the 36 main components that go 
into its motors, while selling its products 
entirely in the Chinese market. 

The tendency of Japanese business- 
men to seek technology tie-ups in Da- 
lian (rather than commit themselves to a 
capital stake in projects that may or may 
not make money and which will require 
the continuing presence of Japanese 
managers and engineers) is put down by 
Japanese traders and bankers to several 
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popular Japanese sidedish. Miti offi- 
cials, while disclaiming direct responsi- 
bility for either of these issues, told the 
REVIEW that the chances of progress 
were minimal. 

If the Miti-sponsored mission to Pe- 
king fails to open the way for a signifi- 
cant increase in Japanese imports, and if 
oil prices continue to weaken or even 
stay at their current levels, Japan-China 
relations could be headed for situation 
where what have hitherto been strictly 
economic issues become politicised. Ja- 
panese businessmen in Tokyo recall 
nervously that China's top leader, Deng 
Xiaoping, told a high-level Japanese de- 
legation in Peking late last year that the 
current level of trade imbalance be- 
tween the two nations might be permit- 
ted to continue for one year, or even 
two, but certainly not for longer. 

What no one knows, however, is 
how China might set about loosening 
the ties that bind it to Japan if it ever 
seriously decided to do so. Although de- 
ceptively far apart in culture and even 
more widely separated in income levels, 
the two countries almost certainly can- 
not do without each other. 
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negative factors, not all of which are 
special to Dalian. 

According to Hisao Yamada, the 
Bank of Tokyo's chief representative in 
the city, Japanese businessmen who ar- 
rive to negotiate contracts with the Da- 
lian authorities are frequently put off by 
the lack of clear answers to questions 
that affect capital costs and profitabil- 
ity, such as “vagueness” on the subject 
of how much investors would have to 
pay to connect utilities to plant sites. 

A middle-ranking executive for a 
major trading company, who claims 
that his company has deliberately re- 
frained from bringing potential invest- 
ors to Dalian, goes considerably 
further. In his view, the Japanese are 
being alienated by a Chinese tendency 
to change the rules applicable to exist- 






ing investors — for example, by ab- — 
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ruptly revising upvards the export ratio 
applied to an established manufacturing 
roject. The Chinese practice of allow- 
ing joint ventures a limited life cycle, 
after which the project reverts automat- 
ically to Chinese ownership, is another 
problem cited by this source (though 
not claimed to be exclusive to Dalian) 
Apart from the legal or practical obs- 
tacles that Japanese businesses claim to 
have faced in Dalian, "environmental" 
problems have clearly also played a part 
in dampening investor enthusiasm. As a 
virtual former Japanese colony, which 
still contains monuments to the colonial 
past (such as the venerable Dalian 
Hotel in which most banks and trading 
companies have their offices), the city 
seems to be viewed with nostalgia by 
much of the resident Japanese commu- 
nity. But sentimental feelings are more 
than counter-balanced by frustration 
about the present. 
One trading company executive who 
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unburdened himself to the REVIEW ex- 
pressed resentment not only about the 
city’s allegedly insanitary water supplies 
and over-priced housing, but also about 
the fact that foreign residents are ineli- 
gible to take part in the city’s rice-ration- 
ing scheme (which means that they have 
to make periodic trips to Peking to stock 
up). A chronic shortage of electricity, 
attributed to the explosive increase in 
the number of TV sets and refrigerators 
in Dalian homes, is another problem. 
At the International Seamen’s Club 
in downtown Dalian, where many Ja- 
panese companies have offices, power 
was being cut off three times a day for a 
total of more than two hours in late 
March, Staff members at Mitsubishi 
Corp.’s Dalian branch which is on the 
fifth floor of the Seaman’s Club said 
they had to switch off telex machines 
(and walk upstairs) as a result of the 
power cuts — though they also pointed 
out that a new power station equipped 


Diagnosis: chronic delays 
Treatment: flexibility 


A gleaming white 
| concrete pharmaceu- 
1 ticals plant standing at 
|the end of a rutted 
road among apple or- 
chards on the western 
outskirts of Tianjin 
exemplifies many of 
the contrasts between the rough-and- 
ready business conditions that await Ja- 
panese businessmen who decide to in- 
vest in China and the hi-tech factories 
the Chinese are trying to attract. 

Established in the summer of 1980 as 
a 50-50 joint venture between Otsuka 
Pharmaceutical of Osaka and China's 
State Pharmaceutical Industry Corp., 
the Tianjin company was the first Ja. 

anese manufacturing joint venture to 

> launched after the announcement of 
China's “open-door policy" and the first 
entry by a foreign company into the 
pharmaceuticals sector. The pioneering 
character of the venture seems to have 
paid off handsomely: Otsuka is now not 
only earning a “reasonable” profit on its 
original investment of Rmb 11 million 
(US$3.4 million) but even re-export- 
ing to Japan some 40% of the 6 million 
bottles yearly of the intravenous fluids 
produced at Tianjin. 

Apart from the long lead time for 
the project — 27 months elapsed be- 
tween the start of construction and the 
first production run in May 1984 — day- 
to-day operations at Tianjin entail com- 
plications which the company has en- 
countered in few overseas operations. 

According to Toshiaki Fukushima, 
one of three Japanese engineers at Tian- 
jin who have been with the project from 
the start, Otsuka had to comb the whole 
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of China to find ingredients for its pro- 
ducts that came anywhere near ac- 
cepted international standards for pur- 
ity and consistency. When it found 
them, the suppliers were often so far 
away that Otsuka had to learn to live 
with fragile and lengthy supply lines. 
Otsuka buys its glucose from a fac- 
tory in Sichuan — some 2,000 km by rail 
from the Tianjin factory site — after 
testing products from more than a 
dozen producers, It has had to accept a 
two-week time lag between placing its 
order, and the goods' delivery. Getting 
items which are unavailable in China is a 
far more serious problem. The dozen or 
so key ingredients for intravenous solu- 
tions which the factory still imports 
from Japan take four days to ship from 
Osaka to Tianjin, but another six weeks 
or so to clear the port and travel the 30 
km to the plant. Poor administration 
seems to be a major problem at Tianjin 
port, according to Otsuka, but rail capa- 
city makes things more difficult. 
Living conditions for the seven Ja- 
anese managers and technicians who 
orm the core of the Tianjin operation 
are another headache. There are no 
apartment buildings for foreigners in 

ianjin and the Great Wall Hotel, 
where the company has been renting 
rooms for its Japanese staff for the past 
five Lack charges Rmb 400 daily 
(roughly the cost of a single room in a 
first-class hotel in Tokyo). Unsatisfac- 
tory living conditions, coupled with an 
almost total lack of leisure facilities, ex- 
plain why Otsuka calls each of its Tian- 
jin-based executives back to Osaka at 
least four times a year — a practice 
which contrasts with the usually rather 
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with two Japanese 350-mW generating 
units would eventually ease difficulties. 

Electricity shortages appear to have 
disrupted construction work on at least 
one major Japanese investment project 
in Dalian since the beginning of 1986, 
despite promises by the city government 
to treat the problem of power supplies 
as a “political issue." Even more serious 
is the situation at the 97-year-old port, 
which is obviously bursting at the seams 
as trade expands in line with the city's 
“open” status. 


A: the main export outlet for maize 
and soyabeans, Dalian played a vital 
part in contributing to China’s national 
export drive in 1985. shipping 2 mil- 
lion tons of maize (more than double 
the previous year's level), to say nothing 
of handling half the nation's oil exports. 
However, ships using the 22 berths re- 
served for international shipping faced 
delays of up to three-and-a-half months 


austere attitude of Japanese companie. 
towards home leave elsewhere. 

Unlike many other recent foreign in- 
vestors in China who have taken on the 
task of modernising existing plants, Ot- 
suka started with a greenfield site, and 
with a newly recruited labour force 
which did not have to be "cured" of 
habits picked up under a previous man- 
agement. Despite this advantage, the 
company seems to have had consider- 
able difficulty in getting its workers to 
accept the rigorous precautions needed 
to keep the factory in line with interna- 
tional health standards. 


T root problem which Otsuka and 
other foreign investors in China face 
with regard to labour relations, in 
Fukushima's view, is that lack of com- 
petition among state-run Chinese fac- 
tories has produced a demoralised 
workforce that sees no particular point 
in maintaining high standards of eff 
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during the busiest season of the year, ac- 
cording to Shen Deqian, manager of the 
Ports Business Department. 

By early 1986, the number of vessels 
moored in Dalian bay and awaiting un- 
loading had shrunk from 125 (the peak 
level reached in July 1985) to only 39 as 
a result of a downturn in trade volume 
and some staggering of arrival times re- 
sulting from better phannie by the port 

. authorities. This still does not mean that 
Dalian is anywhere near solving the 
transport bottlenecks which are holding 
back economic development in the 
whole of the northeastern region, as 
well as inhibiting trade with Japan. 

The Dalian city government's long- 
term aim is to build a brand new port in 
Daiyao Wan, a bay about 45 km up the 
coast of the Liaodong peninsula, which 
could eventually accommodate berths 
for roughly 40 ships, resulting in a 
doubling of present harbour capacity. 
However, completion of the project is 


ciency, cleanliness or punctuality. Ot- 
suka's own position, where the bulk of 
its products are automatically taken off 
its hands at an agreed price by a govern- 
ment agency, obviously makes it out of 
the question to inject into the Tianjin 
workforce a  Japanese-style "team 
spirit" based on the notion that the com- 
pany is vying for market share. On the 
other hand, the management at Tianjin 
has been able to use its rights to hire and 
fire to keep employees alert. 

A set of company "laws" introduced 
soon after the factory was established 
makes workers who deliberately flout 
work standards liable to penalties rang- 
ing from temporary wage cuts to out- 
right dismissal at the discretion of man- 
agement. More important, perhaps, 
than the right of dismissal has been the 
power to decide whether to accept 

workers allocated to the plant by Ot- 
.suka's Chinese partner. Unlike some 
loreign participants in joint ventures in 
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still far from certain because of the im- 
mense capital required. 

What Dalian hopes to do initially is 
to build four new berths in the Daiyao 
area using some US$200 million worth 
of World Bank credits which are expect- 
ed to be allocated by the central govern- 
ment, followed by another six which 
would probably need concessional 
financing via bilateral foreign aid. 

Dalian's leaders have dropped a num- 
ber of broad hints that they are looking to 
Japan to come up with the several 
hundred million dollars that would be 
needed to launch Phase Two of the port 
project. But the Foreign Ministry in 
Tokyo takes the view that Japan’s aid 
programme for China is already fully 
subscribed with existing projects up to 
1990. Whether Japan eventually puts its 
hand in its pocket to help build the port 
could become the litmus test of Japanese 
“sincerity” towards the future develop- 
ment of Dalian. — Charles Smith 


China, Otsuka vets the university 
graduates sent to it by the authorities. 

In recent times, the company has 
even begun direct hiring (through news- 
paper ads) from the pool of high-school 
and university graduates “awaiting em- 
ployment” in the Tianjin region. Re- 
sponse to the company’s ads has aver- 
aged about 10 applicants for every job 
on offer — suggesting either that un- 
employment in Tianjin is larger than the 
authorities admit, or that Otsuka’s 
reputation as a rigorous but fair employ- 
er is beginning to be known. 

One of the main justifications for Ot- 
suka's decision to take on the challenge 
of producing pharmaceuticals in the dif- 
ficult Chinese environment, according 
to Fukushima, was that it might be able 
to help upgrade the production stand- 
ards and management knowhow of 
some of its local suppliers and com- 
petitors. According to Otsuka, this is al- 
ready starting to happen. Fukushima 
claims that he and his colleagues keep 
up “a continuous interchange" with the 
producers of the dozen or so basic mat- 
erials that Otsuka buys in China. 

As a result, quality has improved 
markedly during the past couple of 
years, enabling Otsuka to satisfy the 
notoriously strict standards of Japan's 
Health and Welfare Ministry for pro- 
ducts to be sold in Japan. 

The success of thé company's uphill 
struggle at Tianjin ought by now to have 
served as a magnet to other interna- 
tional drug companies but, if this is hap- 
pening at all, Japanese producers are 
apparently not the ones being “mag- 
netised." Since Otsuka made its deci- 
sion to enter the Chinese market in Au- 

ust 1980, at least half a dozen US and 
uropean pharmaceuticals companies 
have either opened ues in China or 
announced plans to do so. But so far, no 

Japanese producer has followed suit. 
— Charles Smith 
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Borrowers of 
last resort 


The 29-storey Citic 
Building in Peking, 
| China's tallest and the 
headquarters of the 
China International 
Trust and Investment 
Corp., has become à 
beehive of financial 
activity with the establishment in China 
of some 80 foreign-bank representative 
offices, many of whose managers both 
live and work there. 

Not all foreign banks, however, are 
equally active. Only the French and the 
Japanese appear to be going all out to 
compete in the fast-growing loan mar- 
ket which has emerged during the past 
year, as Chinese local governments and 
trade corporations have learned to di- 
versify their methods of raising foreign 
currency (and to play off foreign banks 
more effectively against one another). 

Rates offered by the six French 
banks represented in Peking may be the 
lowest of all — though strict secrecy 
means this question cannot be answered 
with certainty. But the 22 Japanese 
banks which have established them- 
selves, not only in Peking but (in the 
case of some institutions) in four or five 
provincial Cities as well, appear to be 
making the running in terms of contacts 
— as well as sheer volume. For many Ja- 
panese banks which have been frus- 
trated in their efforts to lend elsewhere 
in the developing world by high debt 
levels and the risk of default. China has 
come to look like a last frontier — albeit 
one with its own problems and 
peculiarities. 

In the view of Izumi Kanazawa, a 
member of the China business section in 
the Bank of Tokyo’s (BoT) head office 
in Tokyo, two basic trends have been re- 
sponsible for China's emergence as a 
fast-growing (if unquantifiable) market 
for short-term,  dollar-denominated 
loans. The steady deterioration of the 
country's foreign-exchange position fol- 
lowing the 1984-85 import explosion 
seems to have forced many importing 
entities to fall back on borrowed funds 


— == 





to avoid — contracts. At the | 
is 


same time, disappointment with the li- 
mited response (espectally from Japan) 
to China's drive to attract direct invest- 


ment in the form of joint ventures — 
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forced the authorities to look more T 


kindly on indirect financing (bank loans 
and overseas bond issues). 

The fashion for indirect financing 
coincided, another Japanese banker 
points out, with the emergence in the 
second half of 1984 of a rash of new re- 
gional and provincial finance co 
tions — the so-called “local Citics.” The 
ambitions of these organisations to see 


their own regions win in the national — 


WTa- 



















development race drove them to 
— funds in overseas markets from early 
.. 1985 onwards. But few were allowed by 
. the Bank of China (BoC) to tap interna- 
$ tional bond markets because of the risk 
of crowding out central-government 
borrowers in Tokyo and elsewhere. Pri- 
vate bank loans were the obvious solu- 
tion for these organisations. 
— Japanese bankers in Peking who are 
- lending to the local Citics, or to regional 
. enterprises which get local Citic guaran- 
tees, say they face virtually no problem 
in finding borrowers, even though the 
— BoC has begun to tighten its guidelines 
on foreign borrowings and bond issues. 

= But there is a problem with credit as- 
. sessment. 


E B ankers complain that it is often dif- 
«X KA ficult to know how closely con- 
. nected an organisation may be to its 
. provincial government, and how much 
| support it is likely to get if its finances 
- come under pressure. Guarantees from 
- local Citics to industrial enterprises are 
. also viewed dubiously by some bankers, 
- though that does not mean they will not 
| lend to these organisations. 
The Peking representative of one top 
Japanese foreign-exchange bank warns 
that Chinese borrowers are not above 
= threatening to suspend business with a 
ary yet , è 
— foreign bank which attempts to call in a 
— guarantee — usually forcing the bank to 
. reschedule a debt rather than insist on 
|» payment. "Claims" of various kinds 
. against Japanese companies whose ex- 
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Something ventured, 
something gained 


Most Japanese trad- 
ing companies and 
manufacturers be- 
lieve that the Chinese 
insistence on dragging 
foreign investors into 
joint ventures is one 
| of the major snags of 
pans business with China. Yasuhiro 
. Tani, founder, president and majority 
— shareholder of Tokyo Maruichi Shoji, a 
medium-sized trading concern which 
has been "— business with China 
since not long after the 1949 revolution, 
. thinks differently. 
= . According to him, joint ventures are 
the key to getting things done in China, 
. often making it possible for the Japan- 
| ese parue to find a way around ad- 
a tive obstacles that would stump 
ower importer or exporter. But Tani 
has three golden rules for the joint-ven- 
ture investor which might not appeal to 
. some of his larger or less patient com- 
_ petitors. Rule one: start small and be 
. prepared to build on success whenever 
t comes. Rule two: appoint a Chinese 
president; otherwise, the Chinese part- 
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ports have been finan- 
ced by dubious or uncol- 
lectable bank loans are 
another familiar man- 
oeuvre which can force a 
bank to opt for a “friendly” 
(financially unsound) set- 
tlement with a delinquent 
borrower. 

According to the Peking 
representative of a major 
Osaka-based city bank, 
less than 60% of the newly 
formed local Citic organi- 
sations can be considered 
fully creditworthy 
though he also points out 
that even this is a guess 
until they issue their first 
annual reports. A simple 
rule of thumb is to study 
the backgrounds of the top 
managers of a borrowing 
organisation and avoid lending to those 
headed by managers whose careers 
have been primarily in politics. "Busi- 
ness-oriented" executives of local Citics 
can be considered a safe bet, this execu- 
tive feels, provided a reasonably close 
link exists between the borrowing or 
guaranteeing organisation and its local 
government. 

The market for private bank loans, 
though possibly the fastest-growing 
business sector in which Japanese banks 
with Chinese representative offices are 
involved, is probably not the largest 
source of indirect foreign investment for 


ner may back out and leave everything 
to the Japanese side, a sure recipe for 
failure. 

Rule three: do not believe that “con- 
tacts" are the key to business success in 
China. It pays to know top people, but 
in 33 years Tani has learned not to as- 
sume that having the right business part- 
ner will unravel red tape in Peking au- 
tomatically. The dozen or so successful 
joint ventures that Tokyo Maruichi has 
set up in China (usually in participation 
with a second Japanese company) have 
been the fruit of exhaustive "shuttle 
diplomacy" between ministries, local 
authorities and the People's Bank of 
China. In many cases, the result looks 
rather modest compared to the months 
(or years) of negotiations. 

Tani's experience with Chinese joint 
ventures began immediately after Pe- 
king announced its *open-door" policy 
in 1979, He was asked, in his capacity as 
a veteran China trader, by the then pre- 
sident of the Japan Chamber of Com- 
merce and Industry to put together the 
first enterprise incorporating Chinese 
and Japanese capital. 





China. It is certainly not the most publi- 
cised. In 1985, three Chinese organisa- 
tions — BoC, Citic and the Fujian Inter- 
national Trust and Investment Corp. — 
raised the equivalent of some ¥ 140 bil- 
lion on the Tokyo capital markets, in- 
cluding ¥90 billion in samurai bonds 
and another US$300 million in shogun 
bonds. 

Borrowings by Chinese organisa- 
tions in Tokyo during the first three 
months of 1986 escalated further — to 
¥135 billion, nearly half the total 
amount raised by all overseas borrow- 
ers. Yet securities companies which 


Because Japan was resolutely reject- 
ing. Soviet business overtures at the 
time, it was decided to launch a low-pro- 
file operation — and to set up shop in 
Tokyo rather than Peking initially. The 
result was a Peking duck restaurant with 
an incongruously eminent list of share- 
holders — on the Japanese side they in- 
cluded a top Liberal Democratic Party _ 





politician, an ex-chairman of Nippon 
Steel Corp. and the president of one of 
Japan’s largest private railway net- 
works. 


nce the water had been tested, Tani 
was quick to branch out into other, 
more serious business. The original 
joint-venture company, Kyowa KK — 
which had been set up to import Peking 
duck — pioneered leasing in China. 
That opened the way for the dozen or so 
other Japanese companies which have 
since entered the field. A publishing 
side-line which grew out of the me 
restaurant business employed 3,000 
Chinese writers, photographers and 
culinary experts to produce a nine-vol- 
ume cooking encyclopaedia which sold 
at Y 128,000 (US$713) a set, and earned 
China ¥60 million in royalties. 
In putting together Chinese ven- 
tures, Tani tends to look for markets in 


China which offer the same kind of 
Japan 


growth opportunities that 
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have acted as underwriters for Chinese 
issuing Organisations say there is no im- 
minent danger of Chinese borrowing in- 
stitutions being downgraded by invest- 
ors in Tokyo or of their having to pay 
coupon rates any higher than the ex- 
tremely moderate ones applied to their 
1985 borrowings 


J apanese bankers (who have less of a 
vested interest than securities-com- 
pany men in seeing China continue to 
tap the Tokyo bond markets on a large 
scale) obviously feel differently. An 
executive of the BoT suggested to the 
REVIEW that a continued heavy flow of 
issues by Chinese organisations could 
endanger both the Triple-A rating ac- 
corded by Japan's only active credit- 
rating institution to the BoC and the 
Double-A accorded to Citic — to say 
nothing of the Double-A-minus at 
which the Japanese market has assessed 


rowed in Tokyo. 

Officials of Citic itself interviewed by 
the REVIEW in Peking seemed to take a 
similarly cautious view of the future. Al- 
though they spoke of “possibly” return- 
ing to the Tokyo market before the end 


ever, is that the special tax write- 
off provisions given to yen issues proper 
would not be available in the Euromar- 
ket. 

Under an agreement between the 
Chinese and Japanese governments, 
buyers of Chinese bonds issued in 
Tokyo are allowed to claim a tax credit 
equivalent to 10% of the value of the 
coupon rate — "as if" tax to the same 
amount had been paid in China. Since 
China does not tax the income paid to 
subscribers to samurai-bond issues, the 
effect is to raise by 10% the real value to 
the investor of any income earned from 
holdings of Chinese paper. 

In the medium term, Citic would like 
to extend its range to both the London 
and US capital markets. But, a spokes- 
man admitted that a “tough attitude" by 
the Bank of England bodes poorly for 
admission to the British bond market — 


"sc | where claims are outstanding against 
the two local Citics which have bor- | 





of the vear, they stressed that serious | 


thought was being given to opening up 
sources of borrowing which have not yet 


been tapped by China. That might in- | 


clude the Swiss franc and European 
Currency Unit markets and perhaps the 
Euroven market. A problem about 
Euroyen borrowing for China, how- 


boasted in the 1950s and early 1960s. A 
scheme to launch joint-venture produc- 
tion of pianos by a three-cornered joint 
venture including Japan's No. 3 maker, 
Atlas Co., is based on Tani's belief that 
Chinese parents — especially in one- 
child families — are now as eager to buy 
e for their daughters as Japanese 
athers were a couple of decades ago. In 
Mher instances, labour supply is the 
xey. 

A request from China to Japanese 
computer-software companies to take 
on trainees revealed that China boasts a 
reservoir of programming talent that 
can be used to supplement the extreme 
shortage of computer-software workers 
in Japan. Tokyo Maruichi used this as 
the basis for negotiating a joint venture 
under which a big Tokyo software 
house, Kowa Corp., farms out work to a 
Peking joint venture (formed with the 
Peking city government) while under- 
taking some specialised programme- 
writing jobs in Tokyo for Chinese 
clients. 

Foreign-exchange problems have 
bedeviled many of the joint ventures 
Tokyo Maruichi has set up (or tried to) 
in China — with the problem usually 
being unrealistic Chinese demands that 
the venture fund all its foreign-currency 
needs, from the moment of starting op- 
erations, from its own export earnings. 
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China resulting from defaults on bonds 
issued by the pre-1912 Ching dynasty 
government and pre-1949 Nationalist 
government. Similar problems may 
soon be solved in New York — but 
perhaps not in time for a Chinese issue 
to be floated this year. 

As for how far and how fast China 
should increase its foreign borrowing, 
Citic combines confidence with caution. 
It notes that, while China’s debt ratio ts 
still far below that of most other de- 
veloping countries, “we are certainly 
not going to make the same mistakes as 
the Latin Americans." — Charles Smith 


Unlike other joint-venture operators, 
however, Tani insists that there are 
ways around this problem. A deadlock 
over foreign exchange caused by 
Wacoal Corp.’s refusal to accept 
Chinese export projections for a pro- 
posed brassiere factory in Peking was 
resolved when Tani persuaded the city 
government to lend Wacoal the foreign 
exchange needed for its first two years 
— after which the company would 
gradually step up exports. 

This formula paralleled schemes 
under which the Ministry of Interna- 











tional Trade and Industry lent foreign | 


exchange to Japanese entrepreneurs in | 


the 1940s and 1950s, Tani points out. 
This is one of many ways in which 
Japan's past has turned out to be a use- 
ful model for China's present. 

While generally enthusiastic about 
investment opportunities in China, Tani 
feels that Peking's obsession with the 


idea of inducing foreign capital has | 


blinded it to the advantages of debt 
financing — especially low-interest 
loans from Japanese banks. His final 
word of advice to joint-venture 


operators is to go for thinly capitalised, | 








highly geared financial structures, using | 


the letters of guarantee that are readily 
available from the Bank of China to 
beat down foreign bankers on interest 
rates. 








Middleman's 
kingdom 


By Susumu Awanohara in Hongkong 


Hongkong's position 
in Japan-China eco- 
nomic relations has 
J, climbed at least a few 
f notches since Peking 
^, | adopted its open-door 
and decentralisation 
policies, vastly in- 
creasing opportunities for local busi- 
nessmen to act as intermediaries. 

Even with the much-increased direct 
contact between Peking and Japan, 
Hongkong has emerged as an essential 
base for Japanese manufacturers and 
traders, particularly those who cannot 
immediately afford to establish a foot- 
hold inside China on spec. 

Before China’s economic reforms, 
Japanese exporters had to travel to Pe- 
king to deal mostly with the head offices 
of the large trading corporations, even 
when provincial or lower-level branches 
were their ultimate customers. 

Decentralisation and the open door 
meant that the local units suddenly had 
foreign-exchange allocations and found 
Hongkong and its businessmen enor- 
mously useful for their shopping. Branch 
offices of Chinese organisations have 
mushroomed here since around 1980 
and Chinese visitors on business in- 
creased markedly. The Japanese have 
been among the most obvious beneficia- 
ries of the increased trade negotiated or 
traysacted in Hongkong. 

Béing *domestic," Hongkong offers 
easy access to the Chinese and teems 
with agents representing a wide range of 
products and services, making shopping 
efficient. Hongkong also offers extra- 
neous attractions for the Chinese, in- 
cluding financial facilities. 
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— Charles Smith | Hongkong traders, too, have taken | 
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full advantage of the new Chinese 
| policies, typically by taking potential 
business deals from all corners of China 
— which they either stumbled across or 
actively promoted — to Japanese trad- 
ing companies in return for commis- 
ons. In the past, the Japanese had 
_ been sceptical of deals involving Hong- 
kong middlemen, which they com- 
plained had a very low probability of 
‘coming to fruition and were tiny com- 
_ pared to deals concluded in Peking. But 
- China's on-again, off-again spending 
. spree starting in the late 1970s changed 
Br their attitude. 
.. Some Hongkong businessmen have 
_ tried to bypass the Japanese trading 
= companies and establish direct links 
| with manufacturers in Japan but with- 
. Out great success, because the latter 
J. would insist on honouring agency agree- 
‘ments with their compatriot traders. 
. Others with financial capacity have 
| managed to import products directly 
[i m the manufacturers and cut the fees 
. paid to Japanese intermediaries. 
= Hongkong businessmen played a 
crucial role during the Hainan boom of 
-. 1984, exploiting old links and establish- 
ing new ones on an island that had been 
- given the privilege to import restricted 
_ items, and did so not only for itself but 
for the rest of China. These business- 
. men brought potential deals to Hong- 
| kong, and the Japanese, often more 
NW em than others of quick and reli- 
able delivery to the impatient buyers in 
Hainan, took a lion's share of the or- 
= ders. Japanese car makers, particularly 
. Toyota and Mitsubishi, and electric/ 
electronic appliances manufacturers 
across the board made a bundle from 
. gales to Hainan through Hongkong until 
Peking intervened and curbed the trade 
_ last year. 
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= gapanese traders have made Hong- 
- & kong an alternative channel of im- 
| ports from China, because, for many 
|» products, the official — and often the 
. only authorised — channel through Pe- 
_ king is unreliable in serving the regular 
| needs of their customers. The Japanese 
| confirm that there are great bargains 
| when Chinese sellers are competing 
. among themselves to obtain hard cur- 
 rency quickly. The government in Pe- 
king is naturally unhappy about such 
“parallel” exports, which, one official 
recently estimated, may have cost 
China HK$2 billion (US$256.4 million) 
in unrealised state income in 1985, and 
. hasrepeatedly called for greater control 
. of sales through Hongkong. 
=- A trading company, boasting one of 
the biggest total turnovers with China 
imong the Japanese giants, says its 
pancous channelled hina trade has 
risen from negligible to more than 10- 
. 15% of the total. The Hitachi group, a 
- leader in the China market, figures 60% 
of its exports to China are negotiated in 
Peking and 30% in Hongkong, while 
e remaining 10% are sold through 
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uk ini NE in Hongkong, Macau 
and Japan. These figures are more or 
less representative, experts feel, and 
though Hongkong's position in the 
bilateral trade may eventually decline if 
the open-door policy advances further, 
the territory's importance is likely to in- 
crease in the near term. 

In the area of investment, too, some 
of the still-few Japanese manufacturing 
ventures have entered China through 
Hongkong. The Hitachi group, for 
example, set up a sales company in 
Hongkong for its electric appliances in 
1968 and after having gained a good 
share of the local market for TV sets, es- 
tablished a separate company here for 
sales to China in 1970. 

A servicing company for the China 
market was set up here in 1983. Fujian- 
Hitachi Television, the first major 
Japan-China manufacturing joint ven- 
ture which started operating in Fuzhou 
in 1981, was formally established as a 
project of Hitachi's manufacturing arm 


China-bound containers: crucíal role. 





in Japan but in fact the group's Hong- 
kong interests were instrumental in its 
preparation. 

Already timid about investing in 
China, the Japanese were recently 
jolted by the experience of trading com- 
pany Kanematsu Gosho, which had 
formed a joint venture with Hongkong 
developer Hopewell in 1983 to finance 
and construct the 12-storey railway-sta- 
tion building at Shenzhen, in coopera- 
tion with the city's Special Economic 
Zone (SEZ) Development Co. Kane- 
matsu dished out HK$200 million for 
the project which had the blessing of 
State Councillor Gu Mu and expected 
to recover this capital in four to five 
years through the collection of a toll. 

Last year when the project was near- 
ing completion, Hopewell and Kane- 
matsu learned that the Chinese had re- 
versed a decision to allow collection of 
tolls. The two have since reached basic 
agreement with the Chinese that their 
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| capital will be repaid with Manptoptlaté y 


returns” but the details have yet to be 
worked out and the case has underlined 
to the Japanese the risks of committing 
capital in China. 

Like the trading companies, Japan- 
ese financial institutions have made in- 
creasing use of Hongkong as a point of 
contact, supplementing their earlier es- 
tablished Peking links. The bankers 
here stress that their loan portfolios — 
typically showing 10-15% of total funds 
committed to China-related deals — 
understate Hongkong’s importance be- 
cause many other deals are initiated 
here but sealed elsewhere. 


A similar case is made by the Japanese 
securities companies, which have 
dominated China's bond issues so far, 
given the US and British constraints on 
them as well as low yen interest rates, 
and are actively searching for promising 
regional borrowers in response to Pe- 
king's apparent desire to diversify bor- 
rowing in a controlled manner. 

Japanese financial institutions have 
come to rely more on Hongkong staff to 
do business with China. But Hokkaido 
Takushoku Bank, one of the smaller Ja- 
panese "city" banks, is unique in pro- 
moting able local staff to top positions, 
and in concentrating efforts on South 
China. Although a latecomer in the 
China field and without a representative 
in Peking, Takushoku became the first 
Japanese bank to open a representative 
office in Shenzhen in 1983. 

It has cultivated a relationship with 
the Bank of China, managing a syndi- 
cated Hongkong-dollar loan and estab- 
lishing a leasing company, in both cases 
with other partners, and setting up a 
50:50 Shenzhen “industrial develo 
ment credit fund" of up to US$500 mil- 
lion (of which US$100 million is already 
signed for) for small and medium-scale 
manufacturing operations. 

Takushoku also serves as financial 
adviser to Shenzhen's SEZ Develop- 
ment Co. and its office in Shenzhen will 
soon gain branch status. This and 
branches of the Bank of Tokyo and 
Sanwa Bank, which will open at the 
same time, will be the first Japanese 
bank branches in China since 1949. (For 
reasons of reciprocity, the Japanese 
have been delayed in establishing 
branches in China.) 

To many Japanese, Peking repre- 
sents the "official China" and Hong- 
kong, paradoxically, the *real China." 
The Japanese here are generally too 
busy to worry about the possible politi- 
cal consequences of such actions as 
flooding Hainan with Made-in-Japan 
products, scrambling for China's 
"parallel" exports or paying rebates, di- 
rectly or indirectly, to Chinese officials. 
Some of them are aware that these ac- 
tions — however legitimate by domestic 
Japanese standards — may incur the 
displeasure and reaction of the official 
China. — o 








“Exchange Square is one of the most exciting 
buildings in the world.” 


Geoffrey Gill, The Commonwealth Bank 


The Commonwealth Bank is the only Australian bank to 
carry an “AAA” credit rating. Geoffrey Gill is its 
Chairman and Managing Director. Here he talks about 
their move to Exchange Square and his feelings about 
the building. 


On moving to Exchange Square: As the major Bank of 
Australia, we felt we should be in the middle of the 
financial district. That was the end of sites other than 
Exchange Square. 


On prestige: Banks have always paid the premium to 
be well located. This building is one of the most 
exciting buildings in the world. 


On management of the building: Hongkong Land 
Property is undoubtedly a first-class landlord. They do 
run a very good building and it's one of the things one 
notices. 


On advice to others: lí you really want to establish in 
Hong Kong, in the heart of Hong Kong, Exchange 
Square is the place to be. 


Exchange Square is virtually the last prime space 
available in core Central before the end of 1987. And 
today the Square is 76% full of tenants who keep 
expanding. If you've been thinking about the Square, 
now's the time to move. 


For further information, please contact: Hongkong Land 
Property (tel: 5-8428288, telex: HX75102) or Jones Lang 
Wootton (tel: 5-217171, telex: 74247) 
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Did you know that one of the leading 
foreign exchange banking groups in 
the world is Norwegian. based? 


Head office Wholly owned subsidiaries 
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elps you realize good ideas. 


DnC — market maker in 25 currencies. 
A bank’s success on the international market is not deter- 
mined by its nationality. On the contrary, it's the bank's 
level of internationalization that is decisive. And that 
depends on the bank's know-how, specialization and crea- 
tivity. DnC's international orientation and a deliberate 
concentration on inter- 
national activities has 
placed us amongst the 
leading foreign exchange 
banks in the world. 
We are market makers 
in 25 different curren- 
cies, and are able to 
participate actively in 
all foreign exchange trading and international project 
financing. 






DnC — a name worth remembering. 
DnC is the emblem of Norway's leading bank, 
Den norske Creditbank. In order to establish the DnC 
group identity worldwide - those wholly owned banks 
and offices which previously did not bear the DnC name 
have changed their name during the early part of 1986. 


Our strength lies in our know-how and creativity. In all 
areas of international banking and corporate finance. The 
DnC Group - where good ideas can be realized. 


Nordic Asia Ltd. Hong Kong and 
Nordic Bank PLC Singapore Branch have 
therefore changed their names. 


We are part of Den norske Creditbank - known around 
the world as DnC - Norway's leading bank. Effective 
] January 1986 our names are: 


Den norske Creditbank Singapore Branch 


Singapore 
DnC Limited Hong Kong Dn C 


Branch 


LONDON LUXEMBOURG: NEW YORK SINGAPORE 
Den norske Creditbank PLC Den norske Creditbank —Ó' SA DnC America Banking Corpora Den norske Creditbank, Singapore Branch 
20, St Dunstaris Hill. Phone: (01) 621 ttf! 21, Bd. du Prince Henri. Phone: 21 600 Filth Avenue. Phone: (212) 315 6500 22.01 Robina House, 1 Shenton Way Phone: 220 6144 










hen it comes to cellular mobile telephone 
networks, everybody wants to get into the act. 
With systems that are supposed to be the latest 
thing in communications technology. But making 
high-flow claims about a cellular network is one thing. 
Backing up those claims is something else again. 

Nokias mobile telephone concept is called Mobira. 
We supply everything from mobile telephones to com- 
plete cellular networks, including base stations and 
exchanges. 

We can back up our claims with the best reference 
installation of all. Mobira helped develop the fully 
automatic Nordic Mobile Telephone System, now in 
use throughout Scandinavia. NMT is the most 





advanced cellular radio-telephone system in the 
world. and Mobira is the Scandinavian market leader 
1983. 


Mobira can be delivered to meet any standard for 


"Ince 


cellular networks. These light-weight mobile tele- 
phones are ahead of the competition everywhere. 
From Malaysia to the US, Austria and the UK. 

And Mobira equipment is already being delivered 
for the new 900 MHz band. 

Like all Nokia communications equipment, 
Mobira systems are truly compatible. No matter what 
type of telecommunications network you have today, 
it's compatible with Mobira! 

Mobira is based on the Nokia concept of controlled 


. * — 


* r 
A * I Ld 
ae. He llo? NE 
^d 
Ld 1] . 


=~ UM » TT 
No sed ‘ 
— A TRR, - 4 
« Sa a ERE ML. " 
1 -él "18 = I" 
* aA T. ` a aA 
5 * ES 7 
| A. 2 * 


growth. Start with the system you need today, and 
expand it as conditions change. The system grows to 
fit your needs — not vice versa. 

WHO IS NOKIA? 
We're a Fortune 500 company and one of the leading 
industrial groups in Scandinavia. Nokia employs 
30,000 people worldwide and has an annual turn- 
over of USD 2.2 billion. 

Our state-of-the-art expertise ranges from infor- 
mation systems and dedicated netw orba to public 
and mobile telephone systems. 

We pioneered digital transmission in the late 
1960's, and in 1982 we installed the first fully digital 
local exchange in Europe. 


Our customers have specific problems that 
demand specific solutions. Like the systems we've 
de 'signe d over the past two decades in more than 35 
countries, including Hong Kong. Singapore, Indonesia. 
Australia and the People’s Republic of China. 

So if telecommunications is one of your top 
priorities, give us a call. We've got the answer. 


NOKIA 


N HEADOUARTERS CE OKAM KANAM 
PB 226. SF.OO!O! HELS 35 8-0 18071 TLE 124442 Nona SF 


GION. DIRECTOR THOMAS ZILLIACUS 
54! ORCHARD ROAD * 0O90! Liat TOv 6. SGarorsee O829 TEL 733-8972 


essage through. 





The Boulevard Guide 


to contemporary luxury . 
and$&sense.  . 


For a surprisingly economical price, 
The Boulevard gives you a room that 


doesn't economise on space, amenities 
or furnishings. 


How to beat the heart of the 
city and Singapore's most 
prestigious =A || 
residential | 
district. 

The Boulevard 
Hotel stands at the 
highest point on tree-lined — . | 
Orchard Boulevard. It's <a” 
flanked on one side by — 
lush green slopes, luxury apartments 
and bungalows, and on the other, by 
Orchard Road, Singapore's hub of 
shopping and entertainment. 


How to enjoy a taste of the 
world without leaving your 
hotel. 

Enjoy western cuisine at its finest 


at The Manhattan. Take in a piece of 
exotic India at the Mayarani. Relish 
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the delicate taste of Japan 
at the Gajoen. 
Discover 
what fussy, 
food loving 
locals are 
queueing ¥ © 
up for at 
the Cafe 
Carousel. 
Or drop by at our lounges. 

A stroll along The Boulevard will 
open up all these avenues of delight. 


How to get old fashioned 
service and the most modern 
facilities. 

Everything at The 
Boulevard has a brisk 
young air about it. From 
the stunning modern 
atrium to the crisp 
styling of rooms, from 
lifts that ‘talk’ to 
service staff who s 
listen, and respond „$ 
accomodatingly 
and efficiently. 


You get a good 
deal more = 
ingapore 
only hotel on 
the Boulevard. 
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BOULEVARD HOTEL 
MNGAPONE 
AFFORDABLE LUXURY 
200 Orchard Boulevard, Singapore 1024. Tel: 7372911. Telex: RS21771 BOUTEL. Cable: BOUTEL. Fax: 7378449 
GOODWOOD GROUP SINGAPORE — 
GOODWOOD PARK è YORK HOTEL è BOULEVARD HOTEL SINGAPORE € LADYHILL HOTEL. 
Reservations Worldwide: «iie © Golden Tulip Hotels. Utell International. Supranational 

Australia, Japan and USA: Southern Pacific Hotel Corporation. Kuala Lumpur: Goodwood Park Hotel Sdn Bhd 
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.. · plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind. 


Rate: Soft cover US$21.95 or HK$170 (or 
the equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
coupon. 
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Lb ucratic arrogance 
d with:some mildly criti- 
g about the covert. use of 


cing the: territory's s currency 
ail out ailing banks, Finan- 
ary Sir John. Bremridge has 
ndingly Suggested: that his. 


e $i les involved" and suggested. that 
- those who even sought to discuss cur- 
rency issues were indulging in "superfi- 
cial cleverness.” In fact; this bluster 

: concealed the fact: that. he was not 
- answering the questions. 
Mo one (Shroff inctaded): had 
suggested it was necessarily wrong to 
- use the fund to prevent a bank collapse. 
The criticisms were two-fold: first was 
failure to seek the consent of, or 

-..1 explain to, the Legislative and 
Executive Councils (Legco and Exco) 
what was going on. Secondly, and more 
important, was that the deal involving 
the underwriting of bad debts of Ka 
Wah Bank in particular was not just a 







bail-out of depositors, but the use of | | " 
| intere Mr Bremridge, 


ublic funds for the benefit of share- 
olders: new ones in the shape of the 
China International Trust and Invest- 


ment Corp. (Citic) and old ones in the 


form of the Low brothers — the gentle- 
men whose incompetence may cost tax- 
payers hundreds of millions of dollars. 
The Lows' connection with the 
even more bust Overseas Trust Bank 
and huge lending to Malaysian politi- 
cians with whom they were associated, 
had many worried about Ka Wah when 

.the government was proclaiming its 
soundness. In whose interest are private 
shareholders being bailed out with pub- 
lic money by bureaucrats who say they 

accountable to no one for how they 
nd the Exchange Fund? 

What irks is that a government which 
proclaims laissez faire and refuses to 
spend a cent helping industry has had to 

: spend billions supporting a banking sec- 
tor which for years has been characterised 
by cronyism and institutionalised pro- 
tectionism. The billions have been spent 

asaresult of the failure of government's 
| supposed supervision of the banks. But 
no one has resigned from government. 
Nor has any senior official of a bank, 
other than those which the government 
has itself acquired, been prosecuted for 
breach of the Banking Ordinance: Are 

. the bureaucrats again playing God? Or 

"are there other explanations? 

The financial secretary actually 
ded rather pleased with himself, 
ying that without his decisive inter- 


- 









- vention with billions in public money, 
the banking system might have col- | 
lapsed. Some tribute that to his adminis- - 

_ tration! Some tribute: to x local banks, d 















| 


whose survival - has for years been the 
excuse for the interest-rate cartel. and 
huge spreads, but which have proven in 
half a dozen cases to have been little 
more than bucket shops with owners 
using deposits for their own ends. Some 


tribute, too, to accountability that the- 


banks' representative on Legco (and 


Basic Law Drafting Committee vice- 


chairman) David Li of Bank of East 


Asia, should heap praise on Bremridge 


over Ka Wah without apparently men- 
tioning that East Asia Warburg is Ka 
Wah's financial adviser! 

Bremridge also claimed that secrecy 
over the Ka Wah/Citic deal was needed 
because the information was market- 
sensitive. This is an extraordinary state- 
ment. Ka Wah shares have been sus- 
pended for four months, and for months 
before their suspension there was a false 
market in the shares created by govern- 
ment claims that the bank was sound 
when it knew already that without offi- 
cial support it would collapse. That was 
even before the Pan-Electric affair 









you should 
either put some backbone into these two 
) government bodies and staff them with 
, people able to look the bankers in the 4 
? eye, or you should abolish them and the , 
illusion that there is either a monetary 
i or Le supervision of the. 

king system | 
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Open letter to Bremridge, — 1 ? July '81. 


showed up its exposure to the Lows' 
Malaysian associate, Tan Koon Swan. 
Bremridge also suggested that the 
billions spent on bank rescues were not 
such a big deal, as the Exchange Fund in 
the past four years had made profits 
much larger than the cost of the bail- 
outs. However, this seems unlikely to 
have been due to the genius of its man- 
agement. First, the Hongkong dollar 


has been devalued by an average 30% 


against major currencies since April 
1982 — primarily as a result of the gov- 
ernment’s earlier failure to control 
monetary growth. 

_ As its assets are mostly in foreign 
currencies, while its liabilities are in 
Hongkong dollars, something would be 
very wrong if it had not shown an ex- 
change gain of several billion dollars. 
Secondly, it does not pay interest on the 
deposits it receives from the banks as 
backing for the note issue. Third- 
ly, though the fund pays interest on 
the government’s fiscal reserves, the 


amount and the way it is determined i is 


yet another secret. In reply to Shroff, 
the authorities said it was confidential. 
It is thus possible that without anyone, 
least of all the none-too-inquisitive 
— members, knowing anything about 


| Committee. 
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_whose chairman is Philip Kwo 


rescue in the interests of “bank c 
dentiality" — a phrase coming to s 


crimination. 


they have, after a fashion — but in a way. 



































































it, the Exchange F 
paying low rates on tl 
€ ANOTHER secret 
Wing On Bank, recen 
Hang Seng after a brush w 
tributable to loans to the Kw 
— which owns the Wing 


chairman of the Basic Law D 
Bremridge men 
Wing On in company with the 
banks now known to have beer 
ceipt of official assistance. But h 
since refused to say whether the go 
ment was involved in the Wing On B 


a bit like a mafioso in the US “takin 
Fifth Amendment” to avoid sel 


All told, it is strange that most 
tries in the world manage their fi 
sectors more effectively, while 
taining the disclosure that Hongkong 
top bureaucrats — not one of wh 
any direct experience of commercia 
central banking — regard as beneath 
them. Sadly, both bureaucrats and local - 
bankers ‘seem actually to believe that 
Hongkong is an international financial 
centre because of rather than despite 
them. For rather different reasons, the | 
Monetary Authority of Singapore's Koh | 
Beng Seng seems to think likewise. — 
e SHROFF was pleased to see that | 
Cathay Pacific had taken his advice, and 
was going public (REVIEW, 5 Sept. '85); 
Shroff also suggested that they should | 
get some political backing in the form of | 
local shareholders with clout. Well, | 


which has created a lot of unhappiness: 
The chosen two are Li Ka-shing and his- 
Hutchison/Cheung Kong empire and 
the Lees of property-investment com- 
pany Hysan Development. Each wil 
get 5% of Cathay, leaving 15% to | 
general public. 
With the minnow- like Drag né 
making lots of political noises, C 
needs friends. But Li is a market, 

political, operator — and all the 
successful for it. How long will } 
to hold on to 596 of ar 
Hysan lot, they have lon 
terms with the comrades -— 
good use of their Lee Garden 
but it is not clear what real be 
can deliver to Cathay. Meanw] 
merits of bringing in corporate p 
does not excuse the public being offe 
a measly 15%. which | will create at 









make major ş 
ers Swires and the Hongkong — 
Shanghai Banking Corp. kick tl 
selves if Cathay needs to raise a ] 
new v capital one of these days. 














| Into the danger zone 


“i Š . . 
| Malaysia's UAB looks for new capital as reserves vanish 


By Nick Seaward in Kuala Lumpur 


alaysia's sixth-largest bank, the 
United Asian Bank (UAB), is ex- 
pected to publish its 1984 and 1985 re- 
sults simultaneously very soon, reveal- 
ing that all its last audited reserves have 
been wiped out. In addition, the 
REVIEW has learned that the UAB no 
longer meets the central bank's capital- 
adequacy ratio (CAR) requirements 
and a one-for-one rights issue is to be 


While confirming that the M$35.16 
million (US$13.5 million) reserves have 
| been lost, UAB's vice-chairman, Tan 
^| Sri Kishu T. Jethanand, hastened to 
.| point out that the bank made an operat- 
ing profit in 1984. The losses, he said, 





_ | announced soon. 


| | have come about as a result of UAB 


having to make substantial provisions 
— mainly for the suspension of interest 
income on non-performing loans. 

New guidelines implemented by the 
central bank, Bank Negara (BN), on 1 
January have forced banks to cease cre- 
diting interest income on loans which 
have been in arrears for 12 months or 
more. The new guidelines apply to all fi- 
nancial statements for the year ended 31 
December and the banks are required 
to make retroactive adjustments to their 
accounts. 

In UAB's case, Kishu told the 
REVIEW, it has proved necessary to 


COMPANIES 





delay the compilation of the 1984 ac- 
counts while the bank decides which is 
the more appropriate year in which to 
make provisions for certain non-per- 
forming loans. Many of UAB’s loans 
started to become non-performing in 
1984 but only reached the 12-months-in- 
arrears criterion later in 1985. In effect, 
however, this ploy has enabled UAB to 
spread its provisions over both years — 
provisions which industry sources put at 
around M$20 million in 1984 and proba- 
bly more than that in 1985 due to the 
deepening recession. 

aking M$25 million as a rough esti- 
mate of UAB's average annual provi- 
sion against income from non-perform- 
ing loans during 1984-85 — and assum- 
ing average interest rates of some 10% a 
year over the same period — this im- 
plies that at least M$250 million, or 
nearly 21% of UAB's last published 
loan portfolio of M$1.21 billion, is non- 
performing. 

Against total assets of M$2.46 billion 
this ratio drops to a less alarming 10%, 
but marge be: that the recession in 
Malaysia only began to bite during the 
second half of last year, UAB's experi- 
ence points to severe strains on the 
banking sector as a whole during 1986. 
BN has already advised banks to write 
off a flat 50% of doubtful loans out- 


White knight no pawn 


Elders IXL market raid helps BHP — and itself 


By Hamish McDonald in Sydney 


Iders IXL chairman John Elliott has 

emerged in the long-expected role 
of “white knight" defender for Broken 
Hill Proprietary Co. (BHP), the Aus- 
tralian steel and resources giant be- 
leaguered by raider Robert Holmes à 
Court, and has won a reward that sharp- 
ens his financial tilt at the British brew- 
ing and food group Allied-Lyons. 

With Holmes à Court launching a re- 
vised partial bid for BHP on 7 April — 
his fifth takeover attempt in three years 
— from a platform of shares and option 
entitlements amounting to 18.9% of 


È equity, the BHP armoury of legal objec- 


| tions had been running low. BHP shares 


have been lingering around A$6.50 
. (US$4.70) and market analysts gave the 
A$7.70 a share cash offer for half of out- 
standing share parcels a high chance of 
hitting the acceptance target of an extra 
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18.4% to 20.8% of equity, thus deliver- 
ing control to Holmes à Court’s Bell Re- 
sources. 

Since Holmes à Court was revealed 
to be building his BHP stake last Oc- 
tober, markets have been swept by 
rumours of a defensive alliance forming 
between blue-chip industrial companies 
wearied by the depredations of raiders. 
These took more substance when An- 
drew Turnbull, managing director of 
trader Burns Philp and Co., said he had 
been approached about joining such a 
mutual share-buying circle, known as 
Australia 2000. 

Mysterious buying activity in BHP 
Shares through Melbourne brokerage 
J. B. Were and Son, which acts for BHP, 
caused several figures prominent in 
market raids to pressure successfully 
last month for an inquiry into “Australia 


ded 
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suspended interest accrual. —— 
According to Kishu, the bulk of the 
non-performing loans is to the manufac- 
turing sector, which is intended to be 
the engine of growth in the Malaysian 
economy over the next 10 years. The 
bank is also well known for its involve- 
ment with the trading sector, largely 
through its links with ethnic Indians, 
which date from the time when the bank 
was formed out of the local operations 
of three Indian banks in 1972. UAB is 
still 33% owned by Indian Bank, Indian 
Overseas Bank and United Commercial 
Bank. 

If it is the case that UAB's difficulties 
stem from the manufacturing sector and 
not one of BN’s designated “problem” 
areas such as property, then serious 
doubts must be raised about the advisa- 
bility of BN lowering the statutory re- 
serve ratio Of the commercial banks 
from 5% to 4% last year. Other banks 
have reported a sharp drop in profits as 
a result of the non-performing loans —*' 
ing. 


tis known, however, that BN is alarm- 
ed by what has happened at UAB 
and one banking source told the 
REVIEW that BN’s banking-regulation 
team have been looking into UAB's ac- 
counts “in a very comprehensive man- 
ner." It is also understood that BN has 
refused to approve UAB's 1984 ac- 
counts until it takes steps to increase its 
capital, which has fallen below the mini- 
mum CAR for domestic banks. 
The CAR was set on 1 January 1982 
at shareholders" funds minus invest- 
ments in long-term assets equalling 4% 


er deal. 


2000” by a reluctant National Com- 
panies and Securities Commission 
(NCSC). But BHP’s defence came ina 
more conventional form. 

On 10 April senior staff from three 
Melbourne brokerages joined their reg- 











of total assets. Taking the 1983 balance- 
sheet, it is clear that with M$50 million 
deducted from its shareholders’ funds 
UAB cannot now meet that ratio — 
even after taking into account a one-for- 
two rights issue which boosted share 
capital to M$76.15 million in October 
1984 — assuming that advances to cus- 
tomers were made at the same rate in 
1984 and 1985 as in previous years. 

The remedy proposed now by the 
UAB board is a one-for-one rights 
issue, which is expected to be raised at 
the annual general meeting fixed tenta- 
tively for June. This should see the is- 
sued share capital raised from M$76.15 
million to M$152.3 million but 
sources suggested it may be rounded up 
to M$150 million instead. 

Not being a publicly quoted com- 


R PETER ROFL ACH 





BEBE, s... — 
UAB; BN: alarm. 


ular floor operators in the Melbourne 
Stock Exchange when trading opened at 
10 a.m. and bid BHP shares up from 
A$6.60 with offers of A$7.36. 

Pandemonium not seen since the 

eidon nickel shares boom of the early 

us broke out as investors scrambled 
to sell BHP shares and reinvest in other 
stocks. That day some 288.3 million 
shares valued at a record A$1.63 billion 
changed hands, about 1% of all Austra- 
lian listed shares. "If you took a dart 
and threw it at the board vou would 
still make money," one stockbroker 
said. 

At 2 p.m. Elders confirmed it was 
the ultimate buyer. The ambitious pas- 
toral and brewing comglomerate went 
on buying BHP until Australian ex- 
changes closed, and continued in Lon- 
don. 

In 24 hours it accumulated 18.595 
equity in BHP at a cost of about A$1.7 
billion — from a line of credit provided 
by the Hongkong and Shanghai Bank- 
ing Corp., Australia and New Zealand 
Banking Group, National Australia 
Bank and Bank of Tokyo. 

The BHP board convened hastily 
that day, and met Elliott the next day. 
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pany, UAB does not have to worry — 
unlike some other companies in Malay- 


sia — about whether the Capital-Issues.- 
Committee (CIC) will allow the new) 


shares to be listed. However, the ap- 
proval of the CIC does have-to! bt: 
sought before any rights issue can be 
made, though if BN considers a share 
issue to be necessary, the CIC's go- 
ahead tends to be more of a formality, 


o far there has been no indication that 

the existing shareholders will be re- 
luctant to take up their full entitlement. 
The REVIEW understands that the major 
shareholders — the three Indian banks 
with 33.3%, Kishu himself with an esti- 
mated 10% and UAB chairman Tunku 
Tan Sri Ibrahim with 10% — have all in- 
dicated their willingness to subscribe. 











But the ramifications did not become 
clear until Elliott appeared in a joint 
press conference with BHP chairman 
Sir James Balderstone and managing di- 
rector Brian Loton on 14 April. 

As they outlined the sequence of 


| events, Elliott had approached BHP | 


last October about joining his £1.68 bil- 
lion (US$2.5 billion) bid for Allied- 
Lyons (REVIEW, 26 Sept. '85). BHP had 
not pursued the offer, but had become 
interested when Elliott put a more 
specific proposal on 26 March for BHP 
investment in Elders. However, BHP 
had no inkling of a cross-investment 
by Elders until notified at 1:50 p.m. on 
10 April, just 10 minutes before Elders’ 
Official announcement to stockmar- 
kets. 


t4p.m. the same day, the BHP board 
told its brokers to buy convertible 
notes issued in Europe by Elders NV, a 
Netherlands Antilles-registered sub- 
sidiary of Elders, and acquired a major- 
ity of such bonds for A$216 million, 
convertible to some 46 million Elders 
IXL shares or about 12.6% of capital. 
After meeting Elliott the BHP board 
then authorised BHP’s subscription to 


| 
| 





The bank has not given up its long- 
stated aim of seeking a listing on the 
Kuala Lumpur Stock Exchange (KLSE) 
either. Although the freeze on new list- 
ings — which prevented the UAB from 
going ahead as planned with a public of- 
fering last spring — has been lifted, it 
will be some time before the UAB 


applies to the KLSE, however. The ap- 


plication will not be made until the bank 
has. been recapitalised and the manage- 
ment structure overhauled, which may 
take until 1988. 

Meanwhile, the previous bid by 


, Maika Holdings — the investment arm 
| of the Malaysian Indian Congress party 


I 


GUY SACERDOTI! | 








— to acquire control of the bank from 
the three Indian banks (REVIEW, 15 


| Aug. '85), has been given up for good, 


according to Kishu. 

Efforts to improve the management 
Structure have started already. Price 
Waterhouse has been brought in to 
study the management system with a 
view to cutting down wastage and im- 
proving productivity. The decision has 
also been taken to create positions for 
two more general managers and to form 
three divisions: credit; administration 
and planning; and foreign exchange and 
international banking, respectively. 

One fall-out from this new efficiency 
drive has been UAB's former chief exe- 
cutive director, Ismail bin Dato' Abdul- 
lah, whose resignation became effective 


| on 31 March. Ostensibly leaving be- 


cause of disagreements over policy, Is- 
mail actually lost his job because of poor 
performance amid questions relating 
to alleged conflicts of interest in the 
granting of contracts for office equip- 
ment. o 


A$1 billion worth of redeemable prefer- 
ence shares in Elders, with a term of 
seven years and yielding a dividend of 
6:75%. Each company gains two places 
on the other's board. " 

BHP's Loton insisted that the cross 
linkage was not defensive, but a mutu- 
ally rewarding investment by both par- 
ties: "It has nothing to do with protec- 
tion and Mr Holmes à Court." 

This drew derisive comment from 
many market analysts, and without wait- 
ing to hear Loton and Elliott, who each 
appeared at his office in quick succes- 
sion, NCSC chairman Henry Bosch an- 
nounced he would personally chair a 


| public. inquiry into the BHP-Elders 


transactions, noting that "certain coin- 
cidences" had raised public concern. 
Elliott was generally reckoned to 
have come away with the better deal. 
The low-cost injection of A$1.216 bil- 
lion from BHP had enormously widen- 
ed the capital base of Elders, whose 


| high gearing had been cited by Allied- 


Lyons in a hearing by Britain's 
Monopolies and Mergers Commission 
which stalled the takeover for six 
months. 

During the delay, Elders sold its 





6% stake in Allied-Lyons, taking a pro- 
fit of A$80 million, and subsequently 
Allied-Lyons made itself more indiges- 
tible by acquiring the spirits division 
of Canada’s Hiram Walker Resources 
for £2.5 billion. However, Elliott, who 
left for London on 15 April, said the 


widened capital base would gain Elders — 


“an easier passage” through the Mono- 
polies and Mergers Commission and 
had “laid to rest” the high-gearing criti- 
cism. 

In contrast, the BHP board has 
been assailed for a dubious investment, 
even though it foresees as-yet unspeci- 
fied benefits from alliance with Elders’ 
extensive trading network. Its 6.75% 
return on the ASI billion in prefer- 
ence shares is meagre compared with 
other opportunities, though if held 
to redemption in seven years this re- 
turn is raised to 11% by an escalation 
formula. 

It has mopped up many of the looser 
shareholdings that might otherwise 
have gone to Bell Resources, once the 
bid was clear of litigation. BHP also 
seems to have secured itself against a 
backdoor bid via Elders, since it can re- 
deem preference shares as required to 
bring its Elders stake to the takeover 
threshold of 19.9% through any 
foreseeable widening of Elders’ capital. 

However, it is by no means clear that 
Holmes à Court has been shaken off. 
Elliott made two approaches to Holmes 
à Court with the advice that he should 


! — 
Holmes à Court: refused 'greenmail. 


—* 
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“take the money and run” when Elders 
was buying. Holmes à Court refused 
any “greenmail” buyout and on 14 April 
announced a massive four-for-five 
rights issue by Bell Resources to raise 
A$623 million, enough to let him carry 
his existing stake in BHP fairly comfort- 
ably for some time. 

In addition, Holmes à Court can ac- 
cuse the BHP board of giving Elliott vir- 
tually everything it accused him of seek- 
ing — board seats, and acquisition of 
preference shares to help finance the 


bid. Both Elders and BHP have been at 
pains to state that Elders will not use the 
capital injection to reduce the borrow- 
ings used to purchase BHP shares — 
which would contravene Australia’s 
takeover code. However, the separa- 
tion of the transactions may strike some 
investors as somewhat artificial. 

Many of the smaller investors not up 
with the action on 10 April may also feel 
aggrieved at not ARE, been given a 
chance to respond to Elders' A$7.36 
offer. Although the Elders buying has 
narrowed the pool of available shares, it 
still leaves Holmes à Court some 60% of 
capital from which to reap his targeted 
level of control. 

Holmes à Court said he had taken 
legal opinion on how the Elders invest- 
ment met the fiduciary duties of BHP 
directors, but gave no indication of any 
legal move. As court action would have 
the effect of suspending the NCSC in- 
vestigation, it was thought possible that 
Bell Resources might instead seek to 
become a party to the NCSC inqi 
with rights to query BHP and Elders 

And as Elliott toasted his new 
partners in BHP with Fosters Lager 
from his Carlton and United Brewery 
(CUB), some observers remembered 
that on two previous occasions Elliott 
had been welcomed into a much larger 
firm as a white knight — by the pastoral 
company Elder Smith Goldsborough 
Mort and by CUB — and had ended up 
taking control. oO 













|. general 
i pee 


a 5 GIEN 
O A 2 4 
- All in the family 


A Singapore broker disagrees with its creditors 


ES Uy I Singapore 

y alks between Lin Securities, one of the Singapore stock- 
$ brokers which collapsed under the weight o ——— 
_ forward contracts in shares of failed industrial group Pan- 


Industries, and its 21 creditor banks "ipd cone to re- 


Es -structure S$76 million (US$34.9 million) of debt —— to 


have come to an unsuccessful conclusion. The sta 


negotiations has resulted in an acrimonious ute ‘ed 
. tween the broker's managing director, Lin Tah Hwa, and 
- dts main creditor, Oversea-Chinese Banking Corp. 


(OCBC), one of the 
Lin alleges that O 


est local banks. 
C — one of the four Singa 


: _ banks to be allotted a seat on the Stock Exchange of S ga- 


earlier this year — acted with unnecessary haste in 
| the firm's liquidation and has driven an excessive- 
ly hard to recover its money, charges that the bank 
. He rejected the banks’ final restructuring offer on 


10 and has since avoided meeting the banks involved. 


claims are particularly uncomfortable because Lin’s 


_ father, Lin Jo Yan, is a non-executive director and former 


manager of OCBC who worked for the bank for 45 

de Top Job * recie ond gh es was passed over for 
October when Yong Pung How took 

as chairman and chief executive. 

- OCBC says that Lin senior has asked to resign from the 

voard for reasons of ill-health, but the other directors have 

that he stay on. Lin Tah Hwa’s father-in-law is 





well-known local businessman Khoo Teck Puat, a former 
general manager of the bank, who fell out with the last 
chairman, Tan Chin Tuan, in the early 1960s. The row 


centres on the terms for the page re m of Lin Securities' 
debts, 25% of which are owed to 

After a series of meetings, Lin offered on 4 April to fur- 
nish a bankers’ guarantee to secure repayment of half of the 
amount borrowed by the stockbroker, with the rest to be | 


covered by a five-year debenture. This was rejected by. 


creditor banks, five of whom (including OCBC) signed 
letter calling on the brokerage firm to guarantee 85% of th 
amount outstanding 

In his reply, — yida pued that the counter-offer was “un- 
reasonable,” I have ready cash or assets of S$65 
million [the —— of an 85% guarantee), it would have 
been foolish of me to give up my business so 

There is an additional reason why these egations 
come at an embarrassing moment. OCBC has just an- 
nounced that a trust called Harimau Investments, which it 
manages and in which it owns 29% of the , made a 
loss provision of S$10 million on a forw contract on 
shares in Pan-El. As a result, Harimau made an after-tax 
operating loss of $$7.4 million last year, compared with a 
profit of S$4 million in 1984. 

Last September, Wilkie Securities, the dealing sub- 
sidiary of u, acquired 5 million shares in Pan-El to 
sell to a stockbroker six months later. The stockbroker was 
Lin Securities. 

The trust was until BC general manager who sud ow 
Kay Loen, the OCBC manager who sudd 
igned his bank post iid Ma position at Harimau in 
His departure was said to be for personal reasons. OCBC 
says Harimau's losses are under investigation. 


À 











24 APRIL 1986 e FAR EASTERN ECONOMIC REVIEW 


hl 


E 


T". —— 





| Consolidated 


— — — — — — om 


ENERGY 


Nuclear bidding war 


South Korea decides to push ahead with non-oil options 


By Paul Ensor in Seoul 


Bs on South Korea's planned nu- 
clear-power plants Nos 11 and 12 
from 13 foreign companies were de- 
livered at the end of March to Korea 
Electric Power Corp. (Kepco), which 
will pore over the documents as they are 
courted by prospective sellers for the 
next nine months. Its final decision is 
expected early next year. After two 
years of internal debate, the country's 
nuclear-energy programme is moving 
again, with government policy aimed at 
reducing oil dependence still in place, 
despite falling oil prices. 

The debate surrounding nuclear 
energy was between Kepco, the vast, 
state-owned utility, and the ministries, 
principally the Economic Planning 
Board and the Ministry of Energy and 
Resources (MER). The two agencies 
have been concerned about the US$3 
billion cost of two new plants in light of 
the country's heavy foreign borrowings. 
There have also been questions about 
energy demand, which has not grown as 
fast as projected during the 1980s. 

During the 1970s, ry con- 
sumption grew at an average of more 
than 15% a year. But the less robust 
economic growth of the 1980s has 
slowed demand growth, which was 
down to only 4.8% last year, and is pro- 
jected to average 7% for the rest of the 
decade. 

Last year, Kepco was operating 
some 30% under capacity, a consider- 
able improvement from five years ago 
when utilisation had dipped to 50%. 
According to current plant-construction 


‘schedules and demand-growth projec- 


tions, the gap is likely to worsen in the 
late 1980s, with excess capacity then fal- 
ling again in the early 1990s — with the 
two new reactors scheduled to start 





operating in 1995 and 1996. Kepco's 
foreign debt reached US$7.82 billion 
last year, out of South Korea's total 
US$46.7 billion sovereign debt. Most of 
these loans were taken out to finance 
the country's nine nuclear plants (four 
in operation and five under construc- 
tion). 

Adding fuel to the anti-nuclear lobby 
has been the steadily falling price of 
coal, making coal-fired plants more 
feasible, and Beas predictable electricity- 
consumption patterns, as the residential 
share of demand has grown. Nuclear 
reactors are not as flexible in copin 
with fluctuating demand as coal- an 
oil-fired plants. Because of their longer 
construction time, nuclear plants are 
also more difficult to plan than coal- 
fired units. 

Instead of 17 new plants to be built 
by 1996 (as once planned), the number 
was trimmed to 12 because of slowed 
demand growth. But that did not mean 
cuts in the level of reliance on nuclear 


power. According to this schedule, Kep- 
co president Park Jung Ki has projected 
that nuclear.energy will supply 47% of 
the country’s eleétricity needs in 2001. 

With oil prices dropping, this may 
seem a strange time to invest in nuclear 
energy. But partly because of those 
lower prices, it is also a buyers' market. 
In 1972, 42 nucléar reactors were or- 
dered worldwide, compared to three in 
1984. Among recent dropouts on the 
buyers’ side ts Taiwan, which has indefi- 
nitely postponed plans for its seventh 
and eighth plants. 

Four companies — Framatome 
(France), Atomic Energy of Canada, 
Westinghouse Electric and Combustion 
Engineering, both of the US — are bid- 
ding for orders on the nuclear compo- 
nents of the new units, which iogethér 
account for 60-65% of the total order 
value. Besides the slack world market 
for nuclear plants, which is working in 
the South Koreans' favour, the down- 
ward trend in interest rates is likely to 
see financing offered on very comp 
tive terms. 

Since the bids were submitted at the 
end of March, the US Exim Bank has 
opened the competition on financing — 
with the announcement by visiting Exim 
president John Bohn that US$1 billion 
would be forthcoming on competitive 
terms for a purchase from US pt oem 
Financing terms and the degree of tech- 
nology transfer will be the critical areas 
of competition for the bidders. 

Whatever the other reasons may be 
for the decision to go ahead with the nu- 
clear programme, it is certainly in line 
with entrenched policies which seek to 
take the economy off oil. Memories of 
the 1979 oil shock’s drastic effect on the 
economy are strong. Officials have 
stressed during recent months of falling 
oil prices that this policy, which has 
helped to slow the growth of oil con- 
sumption since 1980, remains in place. 
According to a draft energy plan re- 
cently revealed by the MER, reli: 
on oil as a share of total energy nee 
planned to fall to 42.9% in 1991 from 
48.7% in 1985, o 
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Aluminium Co.| Y 31 Dec. | - M$27.3m M$65.5m Two-for-three rights issue in progress. Substantial loss for 
of Malaysia (US$10.5m) (US$25.2m) 1986 expected. 


Y 31 Dec. | M$28.9m *0.2 M$92.2m -18.7 10% 
(US$11.1m) (US$35.5m) (25%) 
| | Selangor Y¥ 31 Oct. | M$47.3m 
| Properties (US$18.2m) 
| | (Malaysia) 
- | Atlas Y 31 Dec. | - P1.53b 
(US$76.1m) 


Prices for group's products expected to improve sufficiently 
to permit moderate profits this year. 


5% No improvement in property market expected but company 
(same) | forecast to better industry average. 


Continued price depression for metals and local economic | 
problems nullified efforts to improve performance. 
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A twist of the tongue 


VV 


Controversy surrounds a statement on Malaysia's debt repayment. 


By Nick Seaward in Kuala Lumpur 


"T he Government is asking creditor 
banks not to come down too hard 
during phis difficult period and also to 
reschedule its debts" —.a common 
enough statement perhapsin some parts 
of the world. But coming from the lips 
of Malaysian Prime Minister Datuk Seri 
Mahathir Mohamad on 12 April it was 
enough to make international bankers 
spend a whole weekend seeking urgent 
confirmation that this once cash-rich 
country was now, for the first time, un- 
able to meet its international financial 
obligations. 

Inquiries to the central bank were 
met with bewildered incredulity but of- 
~ al denials from the Prime Minister's 

fice came somewhat later than ex- 

cted, well into the afternoon of the 
ollowing Monday. “The government 
will honour all loans and all repayments 
will be on time,” read an official state- 
ment. Creditors of Malaysia’s M$40.2 
billion (US$16.2 billion) foreign debt 
could breathe a little easier though it is 
doubtful they will relax again entirely. 

But if Malaysia is not rescheduling its 
debt, why did Mahathir endanger his 
country’s credit rating —— 
that it apparently was? The answer is 
that he did not say such a thing in the 
first place, insists his press secretary, 
Jalaluddin Bahaudin. He was mis- 

uoted. “The prime minister did not say 
that Malaysia would seek to reschedule 
its loans,” Jalaluddin said. In disagree- 
ment are the official newsagency, Ber- 
nama, and several Malaysian reporters 
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who were covering the prime minister's 
speech at the opening of a sympos- 
ium. 

Bewildered bankers are now won- 
dering how to interpret the normally 
poised and well-briefed prime minis- 
ter's apparent lapse. In his anxiety to 
make the hard-pressed bumiputra (indi- 
genous Malaysians, mainly Malay) busi- 
nessmen feel better, did Mahathir inad- 
vertently make public a course of action 
still only at the discussion stage within 
the cabinet, or had he merely confused 
refinancing of debt — which Malaysia 
has been doing for some time — with re- 
scheduling? 


he overall thrust of Mahathir's hard- 

hitting speech suggested parallels 
between the squeeze facing the gov- 
ernment and the squeeze on some 
bumiputra businessmen. The prime 
minister admitted that the government 
had made a mistake in directing banks 
to give loans collateralised by shares. 
Atthoush bumiputras had obtained 
shares cheaply following the equity re- 
structuring of several corporations, the 
values of these shares had fallen below 
puc nes and bumiputras were 

DK it difficult to top up their collat- 
eral. 

Mahathir added that the fall in total 
state revenue is expected to be so much 
lower next year as a result of the current 
recession that the government is even 
worried about finding sufficient funds to 
pay the country’s 860,000 civil servants. 


SPE ps 


The 40% increase in the value of the yen 
against the Malaysian dollar and the fall- 


ing prices of the country’s export com- 
modities had also increased the debt- 


servicing burden, he said. Then came 


the now-famous remark: “Just like 
bumiputra businessmen, the govern- 
ment is asking creditor banks not to 
come down too hard during this difficult 
period and also to reschedule its debts.” 

Bankers contacted by the REVIEW 
said that judging by last year’s figures, 
Malaysia has no need to reschedule its 
debt at present. Last year the country’s 
external debt grew by 7% to M$40.2 bil- 
lion — a relatively slow rate of expan- 
sion compared with the 31% and 18.2% 
increases recorded in 1983 and 1984 re- 
spectively. The debt-service ratio rose 


from 11.4% of gross exports in 1984 to - 


14% last year. 

This figure is considered low in com- 
parison with other countries in Asia but 
it represents a massive jump from the 
debt-service ratio of only five years ago, 
when it was 4.3%. This debt-service 
ratio also does not include the pre-pay- 
ment of several expensive loans and 
their replacement with other, longer- 
term instruments. Pre-payment by the 
federal government accounted for 
M$5.5 billion of the M$8.2 billion re- 
paid and prepaid last year. 

Malaysia has also been hit particu- 
larly hard by the strengthening of the 
yen. According to Bank Negara (the 
central bank), yen-denominated loans 
now account for 17% of total debt out- 
standing. Early in March, Finance 
Minister Daim Zainuddin said that Ma- 
laysia was considering refinancing some 
of its yen debt and market rumours 
suggested that a new loan of ¥30 billion 
(US$168.5 million) was on the cards, 
with the possibility of a yen bond issue 
to be floated by. the government later in 
the year. Oo 
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ONG: Fresh corporate activity helped the 
arket put on one of its best performances this 
| year. The Hang Seng Index gained 94 points over 
| the period to close at 1,785.45. mer dail 
| turnover was HK$525.28 million (US$67.3 mil- 
lion), which was larger than the recorded volume 
. under the old trading system, probably because 
the new dealing system was able to consolidate the 
off-market trades as well. News of details of 
| Cathay Pacific's imminent flotation boosted most 
| counters. 
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i 0: The Dow Jones Average steadily climb- 
. ed, ending the period at 15,396.76 points on 
| 14 Apr. Volume fell sharply, averaging 449.6 mil- 
| lionshares daily. With the aftershock of an earlier 
. correction still dampening the market, institutions 
appeared to remain on the sidelines. No single 
^ oem emerged dominant, though some blue-chip 
| electricals attracted fresh interest. Construction 
| issues led the domestics: Penta-Ocean and 
-= Obayashi-Gumi were heavily traded along with 
related issues such as cement. 
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| SINGAPORE: Malaysian Prime Minister Datuk 
| Seri Mahathir Mohamad's reported remarks, 
| which suggested his country was about to re- 
= schedule its foreign debts, pushed share prices 
sharply lower after four trading days of smaller de- 
| clines. Three developments added to the selling 
pressure: Harimau Investments blamed its re- 
| cently reported losses on a forward contract in 5 
= million Pan-Electric shares; Boustead said it made 
| aS$4 million (US$1.8 million) bad-debt provision 
| last year for money due from a collapsed 
| iocdkbroker, and the arrest of Peter Tham, a key 
| figure in the Pan-E! affair. 

| | 1 A LUMPUR: A little over 80 points were 
| wiped off Fraser's Industrial Index after steady 
g pressure throughout the period. Investors 
| were still edgy over the political crisis in Sabah, 
though the implementation of new rules by the 
stock exchange preventing last-minute share-price 
_ “push-ups” by brokers may have had something to 
do with the poor showing. The index finished the 
. period at 2,114.74 points and the average volume 
. of shares traded slumped to 7.3 million a day. 
Speculative industrials suffered the most. 


_ NEWZEALAND: The market was firm during the 
period with solid demand. Barclays Index con- 
| tinued to set new highs, breaching the 2,300 level 
| early in the pecon, There was strong institutional 
| interest in the leading stocks. Continuing corpo- 
| rate activity, which included an institution’s stand 
| in the market for 3 million Equiticorp shares, re- 


leased funds that were generally being reinvested 
| in the market. 


| AL SIMALIA: The markets had one of their most 
» spectacular weeks ever when Elders IXL splurged 
| more than A$1.8 billion (US$1.3 billion) on 10 
| Apr. to acquire about 16.595 of market leader 


. Broken Hill Proprietary Co. (BHP). Institutions 
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Corporate moves help bulls 
E: ONGKONG led gainers in Asia in the period to 14 Apr. as details of Cathay 


- Pacific's imminent flotation sparked fresh interest in the market. Australia, too, con- 
| tinued to be helped by news of corporate moves. 


Each of the 30 major indices rocketed and the All- 
Ordinaries Index surged 41.7 points. Despite pro- 
fit-taking on 14 Apr., the overall market indicator 
finished 53.6 points or 4.6% higher for the period 
at 1,202.1. The All-Industrials closed 79 points 
stronger at 1,939.5 on sharp rises in banks, media, 
building materials and insurance stocks. 


BANGKOK: The market recorded losses on in- 
creased turnover. Most stocks initially picked up, 
with Jalaprathan Cement and Saha Union leading 
the way. But. in the absence of new incentives, 
trading in the last session was sluggish with most 
stocks ending the period unchanged. The mar- 
ket's weakness was attributed to the ex-dividend 
status of some stocks. The Book Club Index drop- 
ped 0.70 of a point to close at 117.93. Helped by 
direct and big deals the weekly turnover amount- 
ed to 6.95 million shares, valued at some Baht 
966.49 million (US$36.4 million). 


MANILA: Investors hesitated as confusion con- 
tinued over the. government sequestration of 
shares of San Miguel and Benguet, thought to be 
owned by cronies of former president Ferdinand 
Marcos. A controversial sale of P3.3 billion 
es iad million) worth of San Miguel shares on 

Apr., however, got government approval on 
14 Apr. The sale was earlier suspected to have 
favoured a Marcos crony and was frozen. Average 
daily turnover slowed down to P11.8 million. The 
mining index fell 11 points to 1,033.91 while the 
commercial-industrial marker went up 6.59 to 
236.93. The oil gauge inched up 0.006 of a point to 
0.787. 


SEOUL: The composite index continued to rise, 
putting on 6.14 points to close the period at 
211.48, while average daily turnover fell 14.05 
million shares to 45.73 million. Following reports 
of heavy domestic and overseas sales of tyres, rub- 
ber rose the furthest, up 30.08 points, followed by 
land transport, up 20.24 points, which is expected 
to reap the benefits of falling oil prices this year. 
Pharmaceuticals and insurance fell the most, 
down 2.15 points and 0.16 of a point, respectively. 
The government is becoming increasingly worried 
about the rapid rise in stock prices, and on the last 
day of the period announced new measures to cool 
E market — which slowed activity for a mere two 
ours. 


TAIPEI: The market extended the losses of the 

revious three periods, as the o. ted price 
index fell 18.45 points to close at 894.29, Nervous- 
ness over expected losses by listed domestic banks 
was one factor driving the market down. Banks 
are facing mounting red ink caused by foreign-ex- 
change losses, as their holdings of US dollars lose 
value against the NT dollar, and excess NT dollar 
deposits. The new value-added tax system, which 
on 1 Apr. replaced the previous business-sales 
tax, was also creating downward pressure on the 
market due to fears that non-export industries 
(which are not affected by the new tax) will be 


| then scrambled to reinvest the > procona from | hurt. Average daily transactions were down at 
. BHP sales, chiefly in other blue-chip industrials.. | NT$1.49 billion (US$37.3 million). l 
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Asia is home to more than half of mankind. Every day, 
events are happening here that not only shape the re- 
gion's future but affect the entire world. The Asia 1986 


- Yearbook does more than cover these events — it com- 


piles, analyses and interprets them. No businessman 
can afford to ignore them. Nor can any professional or 
scholar or anyone who has dealings with Asia. Decide 
for yourself whether any other single medium puts the 
economic, social and political realities of Asia at your 
fingertips as does the Asia Yearbook. 


Now In Its 27th Edition 

The Asia 1986 Yearbook, now in its 27th year, is bigger 
and more comprehensive than ever before. Matching 
the rapid pace of Asian development, it goes into great- 
er detail, with greater insight — a book which everyone 
who needs to know about Asia must have on the book- 
shelf. 


Features 

The Asia 1986 Yearbook includes two new chapters — 
covering a historic year in South Asia, and analysing US 
involvement in Asia — but you will find familiar chapters 
and features as well: a portrait of The Region, The 


- Power Game, Population & Food, Development Banks, 


Asian Finance, Asian Investment, Commodities, 
Energy, Aviation, Shipping, Fishing, Trade & Aid, the 
Pacific, Asian & Pacific Organisations, and a round-up 
of the year's news stories. 

As in the past, the Asia 1986 Yearbook has an abun- 
dance of charts, tables and graphics to illustrate the 
material, including a full military profile of each regional 


country. e 


The main body of the book contains chapters on 31 
countries, ranging from Afghanistan to Japan, from 
China to New Zealand. 


*Country-by-Country Analysis 


. Each country is discussed with up-to-date reviews of its 
_ Politics and Social Affairs, Foreign Relations, Economy 


and Infrastructure, complete with a map and lists of 
leading public officials. The Asia 1986 Yearbook gives 
you localised, first-hand information on everything from 
market potential and population trends to foreign aid in- 
volvement and social and cultural landmarks. Each 


“We give you Asia, 
minus the mystery, 
minus the myth: 


! Asia 1986 Yearbook 








country chapter has a Databox giving essential vital 
statistics. And there is also a statistical round-up com- 
piled against a master questionnaire provided by Year- 
book experts. 


How We Did It 

Published by the Far Eastern Economic Heview, the 
Asia 1986 Yearbook is the result of thousands of man- 
hours of work during the year. Every week, the Review's 
correspondents file on-the-spot reports from every 
major Asian capital and every area of interest through- 
out the region. This leading team of writers, analysts, 
experts and research staff contribute (as they have reg- 
ularly for 27 years) to keep the Asia 1986 Yearbook on 
top of events. To give you Asia minus the mystery, 
minus the myth. To give you Asia as only the Far East- 
ern Economic Heview can. 


Soft Cover; HK$170/US$23.95/£20/S$49.50/M$56.50 
Hard Cover: HK$200/US$27.95/£23.75/S$58.50/M$67 
For airmail delivery, please add: 
HK$55/US$7/£5/S$15/M$17.50 per copy. 


erc rS CmENT 


To: Publications Division, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hongkong 





Please rush me copy/copies of the Asia 1986 Yearbook as 
indicated. | enclose a cheque/postal order for 
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Asia 1986 Yearbook (Soft Cover) 
Price: HK$170/US$23.95/£20/S$48 50/M$56. 50 each 


No. of copies O by surface [1 by airmail* 
Asia 1986 Yearbook (Hard Cover) 
Price: HK$200/US$27.95/£23.75/S$58.50/M$67 each 
No. of copies [J by surface [] by airmail* 
*For airmail delivery, please add: 
HK$55/US$7/£5/S$1 5/M$17.50 per copy. 
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à ai do not come to Batu Pahat any- 
more, she says. Especially the Sin- 
gaporeans in their BMWs, Mercedes 
and Corollas; nor the salesmen and 
sub-contractors who would stop at this 
midway point to rejuvenate themselves 
on their trips up and down the penin- 
sula. 

In the half-empty nightclub where 
only a few couples and two toddlers 
were dancing, the hostess looked bored. 
It has been like this for the past two 
years, she admitted. Like a cabaret 
singer past her prime, Batu Pahat, the 
country's infamous “sin” city is no 
longer exciting for Malaysians. 

e hostess, whose name is Mimi, 
said I should stay longer and fill up her 
night. It was already 10 p.m. on a Satur- 
day night and I was only her first book- 
ing — at M$17.60 (US$6.60) an hour 
(tax included). She doubted if there 
would be anyone else. Certainly not the 
Singaporean and out-of-state crowds 
who used to give fat tips, order M$500 


f 
» 
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torical town where the founder of Malay 


- nationalism, Datuk Onn Jaafar, made 


his name as the fair-minded district of- 
ficer who stopped the violent racial 
bloodletting between Malays and 
Chinese at the time of the Japanese sur- 
render when civil authority had not yet 
been restored. 

However the “Sodom and Gomor- 
rah” of Malaysia has since been hit by 
competition from border bordellos in 
the northern Malaysian-Thai border 
area and the current local and Singa- 
pore recession. But some of the locals 
say there was another major cause for 
the purifying of Batu Pahat. Moral as- 
cetism — of which the town council had 
been particularly lacking — flowed out 
strongly only in 1980 after a sectarian 
Muslim extremist group, rebelling 
against the immoral authorities, at- 
tacked the local police station. The bat- 
tle left 14 policemen injured and eight 
religious extremists dead. The actual 
causes and motivations for the attack 





MO aedes: Batu Patel d place 10 seal MOi money. 





cognacs and fill the town on weekends 
and week nights. They do not come by 
anymore. 

Many Malaysians know Batu Pahat 
well. In the 1970s and up till 1981 this 
was the town that male travellers hit for 
fun and sex. There were plenty of girlie 
coffee bars, lounges and discos. At one 
time there were more than 30 massage 
parlours — licensed and unlicensed — 
which the locals said offered everythin 
but a proper massage. The parlours ad- 
vertised in Chinese daily newspapers 
and the population of 250,000 would 
swell at the weekends. The town's repu- 
tation ari services certainly could not 
match Bangkok or Manila, but in staid 
and conservative Muslim Malaysia it 
flaunted its promiscuity as plainly as the 
red lights at any local brothel entrance. 
The town attracted itinerant prosti- 
tutes, massage girls and customers from 
all over, some from as far as Thailand 
and Indonesia. 

It was a tawdry reputation for a his- 


ku 


are still shrouded in official secrecy, but 
the incident signalled the death knell for 
the "sex" city. All massage parlour li- 
cences were revoked or not renewed in 
1981. Today only a few nightclubs op- 
erate. The striptease shows have stop- 

ed, and though one or two continue, it 
is discreet and the pubs lock the doors 
before the show starts. 


B: contrary to many people's ex- 
pectations, Batu Pahat is not doing 


too badly. In fact while the sex industry 
has shrivelled, the town is booming in 
other areas. The prosperity is seen in 
the five new medium-sized department 
stores and several housing estates. The 
hawker centre that has made Batu 
Pahat famous for seafood is crowded 
and cars and motorbikes pack the town 
at night as families from the kampongs 
and surrounding towns browse and 
shop. 

One major reason is Projek Johor 
Barat — otherwise called the Western 


Johor Integrated Agricultural Develop- 
ment Project by World Bank and gov- 
ernment officials. 

For the 30,000 farming households in 
the region it means the doubling (in 
fact, tripling in many cases) of farm in- 
come from oil palm, cocoa, copra, cof- 
fee and pineapples. Covering 367,000 
acres and costing M$311 million (the 
World Bank loaned M$100 million), the 
project stretches along half of Johor's 
west coast for 77 km. Asthe major town 
in the region, Batu Pahat is the centre of 
operations and a natural venue for the 
farmers to spend their newly found 
riches. 

"We're trying to make farmers mod- 
ern," the project director said. Wh 
previously in the Batu Pahat co 
tryside there were constant floods, 
heavy salination and coastal erosion ata 
rate of 12 m per year, there now exists 
thousands of kilometres of newly dug 
drainage canals, feeder roads, several 
bridges and a M$15 million flood-con- 
trol dam. Investments have gone into 
integrated group farming, cooperatives, 
farmer service centres, intercropping 
and animal husbandry. 

The project is now completed and the 
economists are busily counting the in- 
crease in cars, motorbikes, TV sets and 
other material possessions for their 
evaluation studies. 

Convincing farmers in the first two 
years was tough though, the project's 
agricultural economist said. Statistics, 
pep talks and manuals were not as per- 
suasive to farmers as actually seeing 
new types of crops grow and hard cash 
exchanging hands. 

Not all comments about the proje~* 
however, are glowing. One criticisn 
that it is too expensive per head anu 
does not tackle the landlessness prob- 
lem in the state. The project benefits 
only the contractors in the town, 
suppliers and those who own land. The 
landless continue to be squatters and 
casual labourers. The project planners 
are unfazed, however, and at the pro- 
ject office, the state planning board and 
the district officers are already talking 
about phase two of Johor Barat, which 
is double the size of the first one. 

The red lights are dimming in the 
town, but they are being replaced by the 
white fluorescent lights of bustling 
hawker stalls and emporiums. 

That night, as I was leaving the night- 
club at 1 a.m. after giving Mimi her 
night’s due, I asked her how long more 
she would stay in Batu Pahat. Maybe 
another six months, maybe till next 
year, she said, looking wistful. 

— Tan Boon Kean 
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Your host on the horizon 


Times have changed, but the tradition remains. 
In olden days, the oasis was the spot in the desert 
where merchants relaxed in comfort, to prepare for 
their onward journey. 


For today’s business travellers, the “Oasis Class”’ 


on Kuwait Airways offers them a relaxed journey on 
comfortable seats with spacious legroom and a choice of 
three top quality menus. 
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The Hongkong and Shanghai Banking Corporation. P.O. Box 315. St. Helier. Jersey. Channel Islands 
Telephone: 0534 71460. Telex: 4192254. Incorporated in Hong Kong with limited liability. 
Copies of latest audited accounts available on request. Senior Manager in Jersey: C.P. Langley. 


HongkongBank 4 


Jersey, Channel Islands 


The Hongkong and Shanghai Banking Corporation 
P.O. Box 315, Grenville Street, St. Helier 5, Jersey, Channel Islands 


Please send me your High Yield Deposit Account brochure. 


ADDRESS 








WWF Kojo Tanaka BC! 


‘Lhe 


Giant Panda 
needs your help 
tO survive 


Oe every eighty to a hundred years the 
bamboo forests in China's Sichuar 
Province, burst into flower and then die off. Anc 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts ol 
bamboo. 


But that’s just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out rescarch into its dietary needs 
and investigare possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. s 

Recognition of the urgent need to solve 
and other problems has resulted in a uniqu 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
rescarch and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money - your money. 


Please send contributions to the WWF 
National Organisation tn your country or direct to 
WWE International, 1196 Gland, 

Switzerland. 





WWF acknowledges the donation of this space by 
Far Eastern Economic Revien: 
Advertisement prepared as a public service by Ophey & Mather 
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China 


A guide to doing business 


The re-opening of China to foreign trade 
and investment has demolished the last 
major bastion to Western trade, opening up 
the world’s largest potential market. 


As Huan Xiang, a member of the Standing 
Committee of the People’s Congress and 
adviser to the Chinese Academy for Social 
Sciences, explained at a conference in Bei- 
“ igin May 1985: 


-she policy of opening up to the outside 
world has become a long-term fundamental 
policy of the government. The government 
first made a decision to adopt special policies 
and flexible measures regarding Guang- 
dong and Fujian Provinces, and later estab- 
lished the four Special Economic Zones, 
Shenzhen, Zhuhai, Shantou and Ziamen, 
opened up the 14 coastal cities and Hainan 
Island, actively enlarged the scale of external 
economic and technical exchanges and co- 
operation, and actively utilised foreign capi- 
tal and made efforts to attract foreign enter- 
prises to China to set up joint ventures, 
cooperative production projects and all- 
foreign-owned firms. ” 


In 1984, the 14 coastal cities alone signed 
er 400 agreements on utilising direct 
‘eign investment and nearly 1,000 agree- 

ments on taking loans from foreign entities 
for effecting technical transformation, with 
the total amount of foreign capital used con- 
stituting 1.5 times the total direct investment 
of the previous five years, and 2.5 times the 
total of loans. 


This book explains how to do business 
with China by taking advantage of these 
new opportunities. It discusses the 
country's economic performance and po- 
tential, the economic geography of the 
country, the political system, the role, 
volume and channels of doing foreign 


business, the forms of doing business 
and the legal, regulatory and tax environ- 
ment. 


It also provides practical information on 
the many do's and dont's through the use 
of enlightening case histories. 








(195 pages — liberally illustrated with colour plates, maps and graphs) 


The Authors 


Robert Delfs 


Robert Delfs joined the Far Eastern Economic Review as China Business Correspon- 
dent in 1981 and is a former editor of the Review's China Trade Report. He has also 
contributed articles to other publications including the London Times, and the China 
Business Review. Based in Hong Kong, Delfs travels frequently in China and the Asian 
region. A graduate of Stanford University, he attended Princeton University as a 
graduate student in Chinese history and studied Chinese and Japanese in Taipei and 


Tokyo. 


Thomas D. Gorman 

A graduate of Princeton University's East 
Asian Studies Department, Thomas 
D. Gorman began the study of mandarin 
Chinese in secondary school in his home 
town of Wilmette, Illinois. He is now Pre- 
sident and Publisher, China Consultants 
International (Hong Kong) Ltd. He has 
been a Hong Kong resident since 1974, 
and began travelling in the People's Re- 
public of China in 1975 on behalf of 
China Consultants International. 


Owen D. Nee, Jr. 


Owen D. Nee, Jr. is a partner of the inter- 
national law firm, Coudert Brothers, and 
is in charge of the firm's China practice. 
He is a graduate of Princeton University 
and Columbia University Law School, 
where he was a member of the Board of 
Editors of the Law Review. Nee first 
studied Chinese in the 1960s at the 
Chinese University of Hong Kong while 
serving as a Princeton-in-Asia Fellow at 
the University. 


Order Your Copy of This Valuable Book Today! 


[up eem ———— Po T2) 
| Circulation Manager, Far Eastern Economic Review, | 
G.P.O. Box 160, Hongkong. R0424EC | 
| Please send ........... copy(s) of China for which | enclose US$60 per | 
copy. For surface mail delivery add US$4, for airmail delivery add 
| us$is | 
| Sendto: Name: | 
| Address: 
| | 
| Type of Business: | 
| Title: | 


You may forward payment in equivalent local currency. 
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FarEastern Economic 


Since it was founded in 
1946, the Far Eastern Eco- 
nomic Review has been 
dedicated to the indepth, 
authoritative analysis of 
the political, economic and 
financial affairs of every 
single country in the Asia/ 
Pacific region. Boasting a 
staff of over 40 full-time 
correspondents and jour- 
nalists located in every 
country in the region, the 
Review is considered to be 
the leading publication on 
Asian affairs in the world 
and deemed essential 
reading for senior execu- 
tives in business, banking, 
government and the pro- 
fessions. 


Over 85% of the Re- 
view s circulation is on pre- 
paid subscription, and in 
September 1984 a survey 
of Review subscribers was 
conducted by International 
Research Associates (HK) 
Ltd. 


Review subscribers are 
primarily top management 
individuals who travel fre- 
quently, make key deci- 
sions for their companies 
and wield enormous pur- 
chasing power. 





For a complete copy of 
the Review Subscriber 
Study please write on your 
company s letterhead to: 


Ms Elaine Goodwin 

General Sales Manager 

Far Eastern Economic Review 
GPO Box 160 


Hongkong 


or any one of our sales offices worldwide 





Grow with us... 


Dresdner (South East Asia) Limited- 
international merchant bankers 


e Total assets:S$4.4 billion 

e Capital funds:S$230,7 million 

e Profit after tax 1985:S$34.7 million 

è Shareholder: Dresdner Bank AG, Frankfurt/Main 


Dresdner (South East Asia) Limited 
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to be the finest cigarette in the worlc 


London-Paris-New York 


IHE MOST DISTINGUISHED TOBACCO HOUSE IN THE WORLD 
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GALADARI 
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Discover Le Raffinement, that 
unequalled style and elegance that only Meridien hotels can 
offer, in the heart of Colombo’s business district. 

Galadari Meridien Colombo offers every conceivable 
conference and business facility that you could ever need, as 
well as all the attributes and appointments you've come to 
expect from an international first class hotel. 

And because of our French heritage, we can offer you 
superb continental cuisine in our roof top restaurant where 
you can dine overlooking the Indian Ocean. 

Galadari Meridien Colombo. The very essence of style. 


For reservations, contact your travel agent or the Galadari Meridien Colombo, 
64 Lotus Road, Colombo 1. Tel: 544544. Telex: 22334 GALMER CE. 


"THE INTERNATIONAL HOTELS WITH A FRENCH TOUCH 


“TRAVEL COMPANION OF AIR FRANCE 
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Y Vore not producing the feed, but 


our customers gain in eff iciency. 


The feed grain business is tough enough when 
you're the largest i in the industry. But for a nd 
company to ua 'p costs down and still supply the highest 
quality feed requires day-to-day control of all the factors 
that affect the business. 

Koreas Heung Sung Feed Company realised they 
needed to know 
ahead of time how 
different levels 
of production might 
affect their over all 
profit picture. So they 
turned to IBM. An 
IBM small business 
computer lets them 
simulate various 
rates of production 
and calculates the bottom line effect. The result is 
lower costs and a competitive edge in a difficult market. 

IBM is helping small beni icm in 
countries all over the Asia-Pacific region. We can round 
out the picture for you: with PE itae software and 
the specialised experience to help you get your business 
running more efficiently. 





High Spirits 


Striving for the extra inch 


Samsung.Strong and tall. It takes the large scale VCRs, TVs, satellite receivers, audio equipment, 
of our operations to achieve precision in electronics. computers, monitors, and more. . . we've got a 
We're reaching high, making our products smaller complete range of sophisticated products. Our 
and more compact — it's obvious that only the latest creation, a tiny 2-inch LCD (Liquid Crystal 
best can be so delicate. Display! color TV is an example of the progress 

We ve got an all-star 1,500 member R&D * we re making to lead the league of 
team fighting for high-tech breakthroughs „m electronics manufacturers. 
and supported by a 5% investment of total Samsung — pass your business to us and 
revenues. No wonder that we ve been we ll dash off. Aggressively, forcefully, 
selected as a major supplier for the | and quick. That's Samsung. 
telecommunication network being created ' To keep you in high spirits. 
for the '86 Asian Games and the '88 Olympics. * 


a 
Sgn SAMSUNG 


Koreas Leader in Electronics 
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July riots. 


Finally, other worker protest by gar- - 
| ment workers, university professors, | 
| doctors, nurses and farmers should be | It 
noted. In the 1 rec trade zone, where | | 
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of a society struggling 


| to preserve its very existence as a cul- 
* (CWC) in being able to win | 
citizenship for 95,000 and equal pay for 
omen tells alot about the: imate in Sri 
ink: ragt What the CWC has not | 


ality rate 1 Yeeh igs 


ture. 

. Whatever the shape of the Malaysian 
Federation in the next 25 years, the 
emotional feeling of its people would 
have to be accounted for, especially 
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td c idence that 25 years of E: 
Hic | — had to pass before a leader, 
| such as the present Chief Minister of | 
; Sabah Datuk Joseph Pairin Kitingan, 
i | was strong, wise and willing enough to 
arding your article | | bring about what amounts to a natural 

was „anka [FOCUS, 3 Apr] tl the relative jm | 


preciate the REVIEW’s continued - 

; of the Cambodia situation and - 
ce to respond to the positions - 
in Decorative nonsense? [3 


g a peaceful solu- | 
bodia situation needs to 
know that. the Democratic Kampuchea | 





| Trinco area were burned, th — i 
| fugees were shipped back to t- | 
nder | ation area. It is questionable whe 
| “plantation Tamils do not support a : 
separate state." During a recent attack | 
on a group of plantation Tamils, the | epiaces 
b. | coalition and it would still be - 
The strength of the government-run | 
1 Sangamaya (JSS) | 
| d. The JSS and its 
| thugs have attacked picketing teachers, 

| bank employees and the Joint Trade | 
| Union Action Committee. JSS gangs | 
T | were noted during the June 1983 riots in 
| | Trinco and were heavily involved in the | 
cowipanics. i it is : 
any of = are re- | 
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| be done without | of lives. The sup- . 
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. | Pol Pot card at any time. T do not t 
| play the card because Vietnam does 
| not seem to be negotiating in good 
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sis on the current | 
Malaysian Federation | 
i pt. L possibly his last on | 
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ia balanced. aa penetrating view on a 
| country until recently renownec 
S.| tolerance of the diverse races and cul- 
al | tures which make up its people. How- | 
| J ever, on reading it one cannot help but | 
|| compare  Malaysia's present policy | 
on its 13 states, in particular its treat- | 
1d Sarawak, to what the | 


| assistance. It is time for Vietnam to act | 
| with positive proposals or give up its | 
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Behind the scenes, the Vietnamese . 
still seem to be more interested i in hav- ; 
ing continued control, domination and | 
influence in Cambodia rather than | 
peace, US recognition and international | 
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poc itical rhetoric about the Khmer | 


if Vietnam puts forward a solid pro- 1 
posal to withdraw in exchange for the | 
itt i ime nation of the a 





ld want to know about that. T 
On the other hand, if Vietnam wants | 
continued control, domination or a 4 
irectly or - indirectly through a | 
gime, then Vietnam should E 
Don "saline about the Khmer Rouge. 1, | 
for one, am getting tired of Vietnam a 
using the Khmer Rouge as a smoke : 
screen for their real intentions. 




















During the recent visit of the British 
foreign secretary to India much promi- 
nence was given to discussions of the 
activities of the Sikh residents in Bri- 
tain. It is reported that India urged 
Britain “to deal with Sikh extremist: 
with the same sort of seriousne d 

the same political will as they d > with 3 
the Irish Republican Army." While ap- | 
preciating India's stand on global ter- | 
rorism when it is at the receiving end, it 
could effectively stop the blooc bath i in 
Sri Lanka by dealing with the Sri Lank 
Tamil extremists based in southe 

India. 












INTERNATIONAL 
PRIVATE TENDER 


One of the largest 
strategic land 
parcels available 
in Queensland, 
Australia 


Under instructions from 
APM Forests Pty. Ltd., 
their strategic land holding 
in South East Queensland, 
Australia, is to be sold. 


e Over 26,000 hectares 
(64,000 acres) 

e In excess of 380 separate 
titles 

—— e 34 separate properties — 
an average of 60 
kilometres from Brisbane 
(Queensland's capital) 

e To be sold as one or 
separate properties 


Hi e Adjacent to oceanfronts, 


JC | BRIBIE 


M A ISLAND riverfronts, major 
C highways, airports, 
towns, cities & resort 
xj | beaches 
E MORETON | e First time offered 
! | for sale 
BRISBANE, AY "X ]5 Sa 
| M UN Tenders close on Friday, 
\ | May 23, 1986 at 5p.m. 
in the offices of Ray White Project Marketing, 
308 Elizabeth Street, Brisbane, Qld. Australia. 





Please send me the brochure on the largest 
strategic land parcel available in Queensland. 


| NAME 
| ADDRESS 





: PICODE 
TELEPHONE 
For further details regarding estimated vields, 
development costs, subdivisional plans and tender 


documents contact Mr. lan Dore or send the coupon to: 


- Ray White Project Marketing, 
Ray White J08 Elizabeth Street, 
Brisbane Qld 4000 Australia 
l'elephone: 61 7 227 9290 
Telex: Raywhi AA 42053 
Fax; 61 7 229 3182 
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RAY 351 


LOOKING FOR ELECTRIC MOTORS? 


Then you should call 
ELECTROEXPORTIMPORT 


we offer a wide range of TEFC motors from 
0.25 KW (1/3 HP) to 1,250 kW 


è squirrel cage rotor standardized motors 
3-phase, asynchronous, ASI and MA types 
Slip ring motors, 3-phase asynchronous, AFI type 
IP 55 protected motors and class F insulation 
flame proof motors, 3-phase asynchronous, ASA type 
low vibrations motors and 2-3 speeds motors 


single phase motors, A.C. and D.C. including 
universal motors, drip proof, with centrifugal switch 
washing machine motors 
refrigerator motors 
car equipment motors, etc 
compressor motors 


Ceiling fans with 5 speeds 
Bench grinding machines, different sizes 
Electric saws, wood lathe 


For detailed information please apply to 


ELECTROEXPORTIMPORT 


Foreign Trade Company 
Bucharest — Romania 
216, Calea Victoriei 
Telephone: 50 28 70 
Telex: 11388 
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W hen US President Reagan meets Asean foreign min- 
isters in Bali and when the leaders of the seven indus- 
trial powers, including Reagan, hold the Tokyo Summit in 
early May, they can no longer take for granted the con- 
tinued economic growth and political stability of East 
Asia's non-communist developing countries. Deputy editor 
Philip Bowring and regional editor Susumu Awanohara 
examine the nature and extent of the region's looming 
| problems, while Review correspondents analyse the speci- 


bernie zn fic challenges faced by governments. In a comment, dip- 





Western responses. Pages 21-28. 


lomatic correspondent Richard Nations considers possible 


Cover illustration by Hon Sang. 





Page 12 
Hongkong and Peking agree on the 
ructure of the territory's future Basic 
fter China accepts some impor- 
Lamendments. 
Page 13 
Marcos loyalists are staging demons- 
trations against President Aquino and 
the Left continues to pose a threat, 
but more foreign aid is forthcoming. 


15 
sabor ruling Parti Bersatu Sabah 
;eeks reaffirmation of its leadership in 
the state through elections as Malay- 


sia's ruling National Front gears up for 
national polls. 


Page 16 

South Korean President Chun Doo 
Hwan, touring Western Europe, es- 
tablishes stronger ties with EEC coun- 
tries but faces demands for political 
ref and respect for human rights. 





18 
China's National People's Congress 
ratifies the leadership's Seventh Five- 
Year Plan, which calls for opening the 
country's door wider to the outside 
world. 


Page 18 

In a move that infuriated Washington 
and may have wide repercussions, 
Thailand votes against US raids on 
Libya in the UN Security Council. 


Page 32 

US President Reagan will meet In- 
donesian President Suharto and 
Asean foreign ministers in Bali and 


Page 34 

New Zealand Prime Minister David 
Lange seems to waiver on the possi- 
ble release of two French saboteurs 
as Paris imposes an embargo on his 
country’s exports. 


Pages 46-48 

A rapidly worsening trade deficit is 
causing India to have second 
thoughts about its economic liberali- 
sation programme — and prompting 
the World Bank to urge a devaluation 
of the rupee. There is also growing 
pressure on the government to 
privatise profitable state-owned 
companies to ease its financial prob- 
lems. 


Page 50 

Australia stands to gain little from low 
oil prices and could face a serious 
worsening of its current-account de- 
ficit. 


Page 53 

Negotiations aimed at hammering 
out a new international agreement to 
cover trade in textiles have become 
entangled in tactical manoeuvring 
ahead of the new Gatt round. 


Pages 54-55 

Despite import curbs and high-cost 
investments, such as the Baoshan 
steelworks, China will remain one of 
the world’s biggest steel importers for 
years to come. 


Page 56 

Asian economies slowed sharply last 
year under the influence of depressed 
world trade, with little sign of a pickup 
in 1986, according to the Asian Deve- 
lopment Bank. 


Page 64 

Far Eastern interests could dictate the 
future ownership of British-based but 
overseas oriented Standard Char- 


take their views tothe Tokyo Summit. | tered Bank. 
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Marcos is gone but stability remains 
elusive 


An ageing New Order —— 
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The economy more a worry than political 
stability 

The KMT must now deliver the political 


Lee puts off retirement as economic crisis 
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Indonesia. withdrew visa-free 
entry for Australian tourists on 
22 April, turning back nearly 
100 Australians at Bali and Ja- 
karta airports. The decision 
was reversed on 23 April. 
However, the authorities in 
Jakarta did not immediately 
confirm a suggestion by In- 
donesian armed forces (Abri) 
commander Gen. Benny Mur- 
dani that most of Australia's 
A$10 million (US$7.2 million) 
in annual military assistance 
would be rejected. 

Earlier, Murdani had told 
Jakarta newspapers the mili- 
tary aid would be refused be- 
cause Abri felt obliged to de- 
fend the honour of President 
Suharto and his family against 
the "smear" in the recent Syd- 
ney Morning Herald article on 
their business connections 
(REVIEW, 24 Apr.). 

— Hamish McDonald 


Taiwan to boycott 
ADB annual meeting 


Taiwan announced on 21 April 
that it will boycott the annual 
meeting of the Asian Develop- 
ment Bank (ADB) which 
opens on 30 April in Manila to 
protest against the organisa- 
tion's decision to change its de- 
signation from "Republic of 
China" to “Taipei, China,” in 
order to facilitate Peking's 


po 

entral Bank of China gov- 
ernor Chang Chi-cheng, who is 
Taiwan's representative on the 
ADB's board of governors, in- 
formed the  organisation's 
Manila headquarters that he 
would not be attending the 
meeting. A Foreign Ministry 
spokesman in Taipei declined 
to comment when asked if 
Taiwan would attend future 
meetings or make further fi- 
nancial contributions to the 
ADB. — Carl Goldstein 


South Korean rally 

attracts 40,000 

Up to 40,000 demonstrators at- 
tended an opposition rally in 
the central South Korean city 
of Taejon on 19 April. It was 
organised by the New Korea 
Democratic Party (NKDP) as 
part of its campaign to revise 
the constitution in favour of 
direct presidential elections. 
The rally was the fourth held 
by the NKDP in provincial 
cities. 


LET 


| 








Like the others, it centred 
around the opening of an office 
that will gather signatures on a 
petition calling for direct presi- 
dential elections. 

Apart from some fights be- 
tween students and riot police 
during which teargas was fired, 
both sides showed  self-re- 
straint. Nine people were ar- 
rested as a result of the vio- 
lence. A fifth rally is planned in 


Malaysia's Promet to 
restructure debts 

Promet, the diversified marine- 
industrial group based in Ma- 
laysia, is restructuring its debts 
— M$320 million (US$126 mil- 
lion) at end-1985, 36% higher 
than a. year earlier — because 


Chonju on 27 April. of big investments in the de- 
— Paul Ensor | pressed oil exploration and 

roperty sectors. Promet's (de- 

N-WFP governor resigns ayed) 1985 accounts show that 
after son's arrest the group made a pre-tax loss 


Abdul Ghafoor Hoti, governor 
of Pakistan's strategic North- 
West Frontier — Province 
(N-WFP) bordering Afghanis- 
tan, has resigned following the 
arrest of his son, Aurangzeb 

M. APTAS 


of M$92.7 milion, against pre- 
tax profits of M$68.1 million in 
1984, Directors wrote off 
M$91.9 million last year due to 
the decline in value of trading 
properties in East Malaysia 
and to the relinquishing of oil 
and natural-gas exploration 
concessions in Sarawak and 
China. — Nigel Holloway 


Philippines freezes San 
Miguel share profits 
The recently formed Philippine 
Presidential Commission on 
Good Government (PCGG) 
has ordered a freeze on the es- 
timated P3.5 billion (US$175.4 
aN million) proceeds from the sale 
pee “RNs SU 0 of businessman Eduardo Co- 
eee 6 xo || juangco's approximately one- 
HEUS = fe. third holding in San Miguel 
Abdul Ghafoor Hoti: resigned. | Corp., one of Southeast Asia's 
| largest companies. The deci- 
Hoti, in the US on 9 April on | Sion contradicts approvals for 
charges of trafficking in drugs. | the sale given by the Philippine 
Following the arrest, Hoti was | Securities and Exchange Com- 
reportedly asked to resign by | mission and by Finance Minis- 
Prime Minister Muhammad | ter Jaime Ongpin and Central 
Khan Junejo but said he would | Bank governor Jose Fernan- 
only do so after being satisfied | dez. 
of his son's involvement. |,  PCGG commissioner Ra- 
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— Husain Haqqani | mon Diaz said the reported 

le of the Coj * t 

sale of the Cojuangco shares to 

Mongolia names new San Miguel chairman Andres 


armed forces chief | Soriano breaches President 
Shagalyn Jadambaa, a deputy | Corazon Aquino’s instruction 
minister of defence for several | to freeze all assets belonging to 
years, has been appointed chief former president Ferdinand 
of staff of the Mongolian | Marcos or his “cronies.” 
armed forces and one of the | — James Clad 
country's first deputy defence | 
ministers as well as being pro- , Holmes à Court's bid 
moted to the rank of lieuten- | for BHP is withdrawn 
ant-general. He replaces Lieut- | Robert Holmes à Court's Bell 
Gen. Choyndongiyn Piirev- | Resources withdrew its latest 
dorj, who had held the same | bid for Broken Hill Pro rietary 
posts since December 1974. Co. (BHP) after BHP won a 
— Alan Sanders | Victorian Supreme Court 
| order blocking dispatch of 
offer documents. The delay 
meant Bell could not get the 
offer to shareholders before 
their shares went ex-dividend 
on 22 April. However, Bell, 
which retains entitlements to 
18.9% of BHP capital, indi- 
cated it would make a modified 


CORRECTION 


Thai Prime Minister Siddhi 
Savetsila did not attend the 


non-aligned nations' coordinat- 
ing bureau meeting in New 
Delhi this month as stated in 
Divided on peace (24 Apr.). 





bid — clearances 
from the National, Companies 
and Securities “Commission 
(NCSC). An NCSC declara- 
tion, meanwhile, that Adelaide 
Steamships.was no longer an 
associate of); Bell freed 
Adsteam to build its BHP stake 
and gain the balance of power 
between Bell and Elders IXL, 
which grabbed 18.5% of BHP 
in a raid on 10 April. Rumours 
of attempts to buy out the Bell 
holding also’ continued in 
sharemarkets. 

— Hamish McDonald 


BoJ cuts discount rate 

by another half-point 

The Bank of Japan (BoJ, the 
central bank) on 19 April cut its 
official discount rate (charged 
on loans to commercial ban 
by half a point, to 3.5% effe.- 
tive 21 April. The move follows 
a half-point cut in March. BoJ 
Policy Board chairman Satoshi 
Sumita said that while prices 
had stabilised, supported. by 
the high yen and cheap oil, eco- 
nomic growth was still moder- 
ate and industrial production 
sluggish. The BoJ said it hoped 
the reduction in its rate would 
help stabilise exchange rates 
and stimulate domestic de- 
mand. — Bruce Roscoe 


Former Pan-El director 
in prison hospital 


Peter Tham, a former director 
of Pan-Electric Industries, was 
remanded to Singapore's 
Changi Prison hospital for a 
check-up after being charged 
with 20 additional criminal of: 
fenses involving forgery and 
criminal breach of trust. Th 

now faces a total of 25 char_ 

relating to the bankruptcy of 
Pan-El. His lawyer says, Tham 
is suffering from a heart ail- 


ment. — Nigel Holloway 
Thai tin dredgers 
i ti hi 


Plagued by continuing losses 
stemming from the depressed 
world tin market, Aokam Thai 
and Tongkah Harbour — the 
only two offshore tin-dredging 
companies listed on the 
Bangkok stock exchange and 
both affiliated with Malaysian 
interests — suspended opera- 
tion as of 19 April. According 
to local press reports, the aver- 
age production cost of the two 
firms, which have been operat- 
ing off southern Thailand, 
ranged around M$19-20 
(US$7.50-7.90) a kg, or some 
40% more than the prevailing 
market price. 

— Paisal Sricharatchanya 
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President Reagan has caused 
consternation in the State 
Department after deciding to 
telephone deposed Philippines’ 
president Ferdinand Marcos when he 
is in Hawaii from 26-28 April. In an 
effort to limit the damage caused b 
the announceinent of his intention, he 
is Now being urged to phone President 
Corazon Aquino to invite her on a 
state visit to the US and let her know 
the Philippines will be receiving an 
extra US$150 million in aid. Reagan 
will stopover in Honolulu on his way 
to the Bali meeting with Indonesian 
President Suharto and Asean foreign 
ministers. 


^PTING OUT 


_ apan's largest and most powerful 
business federation, the Keidanren, 
will not be among the half dozen or so 
sponsors of a 150-man import 
promotion mission which is being 
despatched to China in May at the 
suggestion of the Ministry of 
International Trade and Industry 
(Miti). Apart from Miti itself 
sponsors include the Japan Chamber 
of Commerce and Industry, the 
Japan External Trade Organisation 


AFGHANISTAN 

About 170 Muslim rebels were killed try- 
ing to break a Soviet and Afghan Govern- 
ment siege apenn guerillas holding parts of 
the city of Kandahar, it was reported (20 
_ Apr.). Afghan rebels broke through a Soviet 

d Afghan Government security ring be- 

ging Kandahar to resup y guerillas fight- 
mg there, it was reported b: Apr.). 
AUSTRALIA 

Prime Minister Bob Hawke arrived in 
Washington on an official visit (77 Apr.). 


CHINA 

About 100 students from the Middle East 
demonstrated outside the US and British 
embassies in protest against the American 
attack on Libya (/6 Apr.). The mayor of a 
city on the border with North Korea was ar- 
rested on corruption charges, it was reported 
(20 Apr.). 


HONGKONG 

A major rift has emerged in the Basic Law 
Drafting Committee over the draft structure 
of the future law (20 Apr.). 


INDIA 

A Hindu statesman opened talks with 
Sikh militants and alleged terrorist leaders 
inside the Golden Temple (/6 Apr.). Sus- 
pected Sikh militants shot dead five Hindus 
in fresh strikes in Punjab over a 12-hour 


period (79 Apr.) u 





"sg 





and the Japan Foreign Trade 
Council. 


RAIDS FALLOUT 


Three Afghan 
resistance leaders 
failed to show up 
for a meeting with 
President Reagan 
at the White 
House and a later 
reception planned 
by congress on 21 
April, apparently 
as a protest 
against the US 
bombing raids on Libya. The three — 
Barhanuddin Rabbani, Younis Khalis 
and Gulbuddin Hekmatyar — were 
invited to meet Reagan as part of 
efforts to strengthen his image as a 
leading benefactor of anti-communist 
insurgents. Gulbuddin turned down a 
similar invitation to the White House 
last year. 


POLLING PRECAUTION 


Both foreign and local academics 
involved in social research in rural 
Indonesia will have to abandon it and 
leave the areas where they are 
working fully six months before 


INDONESIA 

Separatists in Irian Jaya killed six people 
including at least three soldiers, it was re- 

rted. Indonesia abruptly cancelled visa- 
ree entry for Australians, stranding scores 
of tourists at airports in its latest reprisal for 
Sydney newspaper articles critical of Presi- 
dent Suharto (22 Apr. ). 


MALAYSIA 
Leader of the United Sabah National Or- 
ganisation, Tun Mustapha Harun, dropped 
out of the state elections for 5 and 6 May (79 
Apr.). Police banned political rallies and 
rocessions during two weeks of campaign- 
ing for Sabah elections (27 Apr.). 


PAKISTAN 

Opposition leader Benazir Bhutto held a 
rally in Rawalpindi, the home of the army 
(18 Apr.). 


PHILIPPINES 

Muslim guerilla leaders said that they rec- 
ognised the administration of President 
Corazon Aquino as the legitimate govern- 
ment of the Philippines (76 Apr.). About 400 
demonstrators opposing US attacks on Libya 
joined another 400 protesters loyal to former 
president Ferdinand Marcos in a rally out- 
side the US Embassy (/8 Apr.). 


SINGAPORE 
Burmese Prime Minister Maung Maung 
Kha arrived for an official visit (20 Apr. ). 


national elections in April 1987. a 
During previous elections similar — | 
bans were imposed only three | 
months ahead of polling to prevent | 
outsiders witnessing the election 
process. But the main political = 
grouping Golkar is worried thatit — | 
may not achieve its goals at the next 
elections and is strengthening efforts - 
to ensure maximum returns in its — — 
favour. 


MOSCOW'S DILEMMA 
India's Prime Minister Rajiv Gandhi, — 
whose Congress party has established — 
direct relations with the Soviet | 
communist party, has indicated to — | 
Moscow that he would like the E. 
cooperation of the two Indian 
communist parties. The Soviets have 
yet to confer formal recognition on 
the Communist Party of India 
(Marxist) which rules West Bengal | 
and Tripura states and is recognised | 
by the Chinese. The Communist E 
Party of India, which belongs tothe — |. 
Soviet stream of the international. — | 
communist movement,last month | 
reiterated its opposition to Gandhi, 
whose domestic policies it regards as 
reactionary. This complicates the 
Soviet strategy for India. 
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SOUTH KOREA 4 

Clashes between protesters and riot | 
police flared as students mounted anti-gov- _ 
ernment demonstrations on atleast five cam- | 
puses in Seoul (78 Apr.). Tens of thousands | 
of chanting demonstrators marched li. 4 
the streets of Taejon after an opposition rally | 
demanding the return of full democracy to 13 
South Korea (/9 Apr.). More than 10,000 | 
Christians signed a petition urging President. | 
Chun Doo Hwan to allow constitutional | 
changes (2/ Apr.). Nine people were placed | 
under formal arrest and nine others referred | 
to summary courts in connection with the | 
demonstration in Taejon (22 Apr. ). c^! 


SRI LANKA 21 
Government troops killed eight militant — 
Tamil separatists in à clash in north-central | 
Polonnaruwa district, security forces said (17 
Apr.). Tamil separatists killed six Sri Lankan 
soldiers and wounded two when they at- | 
tacked an army patrol in the north (27 Apr.). |. 


Nu 

TAIWAN 
Taiwan would not be attending the an- - 
nual meeting of the Asian Development 
Bank as a protest over a change in its mem- 
bership name following China's entry into 
the organisation, the Foreign Ministry said 
(21 Apr.). 


Vietnamese Foreign Minister Nguyen Co 
Thach arrived on an official visit (20 Apr. ys 


REGIONAL AFFAIRS 


Hongkong agrees on Basic Law structure after concessions from Peking 


Advise and consent 


By Emily Lau in Peking 
hina has made several key conces- 
sions in the draft structure of Hong- 
kong's future Basic Law — a mint 
constitution for the British territory 
— when it becomes a special admini- 
—— region (SAR) of China in 

During five days of meetings in Pe- 
king on 18-22 April, several Hongkong 
representatives on the Peking-ap- 

inted Basic Law Drafting Committee 

LDC) spoke out strongly on what 

they viewed as important omissions in 
the draft structure, prepared by the 
BLDC secretariat under the leader- 
ship of Li Hou, vice-director of the 
Chinese State Councils Hongkong 
and Macau Affairs Office. Hongkong 
members also expressed concern over 
the use of phrases with political over- 
tones. 
Martin Lee, a BLDC member who 
also serves on Hongkong’s Legislative 
Council (Legco), a lawmaking advisory 
body, p that the Basic Law’s 
structure s include a section on the 
relationship between the Basic Law and 
the Chinese Constitution. Although the 
1984 Sino-British joint declaration on 
Hongkong’s future stipulates that the 
SAR will be able to retain its capitalist 
system for 50 years after 1997, Lee said 
he felt it was nevertheless important to 
state clearly in the Basic Law which sec- 
tions of the Chinese Constitution would 
apply to the SAR. 

Chinese officials said that besides 
Article 31 of the Chinese Constitu- 
tion, which provides for the setting 
up of SARs, at least the article deal- 
ing with the national flag and the na- 
tional emblem would also apply to the 
SAR. 

Initially, Lee's proposal got a frosty 
reception. Chinese officials and legal 
experts on the BLDC agreed it was a 


problem but said that since the Basic 
Law would have less status than the 
Chinese Constitution, it would be in- 
appropriate to incorporate into the 
Basic Law limits on the Chinese Con- 
stitution. 

They also pointed to technical dif- 
ficulties in listing all the articles which 
would apply to the SAR, sparking off 
concern over just how many articles 
would apply. Lee said if his proposal 
was not accepted he would vote against 
the draft structurc. 

Hongkong BLDC members Szeto 
Wah and Maria Tam, also Legco mem- 
bers, proposed including the concept of 
residual power for the SAR in the Basic 
Law draft structure. Szeto said Hong- 
me. | people are concerned with how 
m autonomy the SAR will actually 
have after 1997. Some in Hongkong 
have that Peking leave the 


running of the SAR to the Hongkong 
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A step towards autonomy 


The Basic Law structure sets Hongkong apart from China 


he draft of the Basic Law consists of 


contains phraseology which is funda- 
mental to the objectives of the law. On 
other points, the draft is more of a list of 
issues to be tackled and fleshed out in 
the future. 


tween the central and SAR govern- 
ments; the ri and obligations of 
^ 4 the political 

economy; education and 
affairs; the SAR flag; 





HONGKONG 


Government, with Peking retaining 

control over the SAR's foreign affairs 

and defence matters. Szeto also 

threatened to vote against the draft 

structure if the proposal on residual 
r was rejected. 

Although this proposal was sup- 
ported by several other Hongkong rep- 
resentatives sitting on the BLDC, it was 

by the Chinese side. Zhang 
Youyu, 86, a member of the National 
People's Congress (NPC) standing com- 
mittee and deputy director of the NPC ^ 
legal commission, said the concept o 
residual power only lied to federal 
governments — not to China, which is a 
united republic. 


I? federal governments, Zhang said, 
individual states voluntarily surrender 
some of their power to a central govern- 
ment and keep residual power. However, 
this is not the relationship existent be- 
tween Hongkong and China, 
he argued, noting: "Hong- 
kong has been snatched away 
by the British and will be re- 
turned to China in 1997.” 

Hongkong BLDC mem- 
bers Sanford Yung and Liu 
Yiu-chu both criticised the 
use of what they viewed as 
“socialist” terminology in 
the draft structure, such as 
*. . . under the leadership of 
the central government." 
Yung said that since the 
Basic Law is to be im 
plemented in Hongkong, i 
must be drafted in terms 
more familiar to Hongkong 
people. He said the Basic 
Law wil be a legal docu- 
ment, so there is no need to 
include what he views as po- 
litical propaganda. 


and legislature be composed of local in- 
habitants, and that capitalism and the 
protection of private property are as- 
sured. The chapter on the SAR’s rela- 
tions C central government 
SAR judiciary and its right of final ad- 
j ion of cases. The chapter also 


firmly states that *the SAR is under the 
direct authority of the central people's 
government" and that defence and the 
stationing of troops are central re- 

ies. But at the same time the 
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© Cha warned that the results ofaplan- | 
| ned 1987 review of political reforms al- | * 
| ready under way in Hongkong by the | 
| colonial government will not affect the | 
drafting of the Basic Law because Pe- i 
. king will not accept any fait accompli | -- 
. presented by the British. Furthe itis up | 
| to the Hongkong Government toensure | 
that its political reforms "converge" | 
| with the political system to be laid down | 
in the Basic Law and not vice versa, but | 
| he said his group will not release any | 
. documents to influence the 1987 review. | 
| Cha said dpi cona must have a | 
| strong governi rder to count | si 
| any possible — rence from leftists in b 
| Peking. Although direct elections | i nternational E 
| would enable more people from the | speed with which — governme 
| grassroots to participate in the politi- | offered tangible assistance has been 
| Cal process, Cha said direct elections | appointing to Aquino's new go 
| make businessmen and. industrialists | ment, — signs are eme: | 
| uneasy because candidates standing | yt 
for election make wild promises and, | head off pressure not only from Marcos 
said could be included in a memoran- when elected, squander taxpayers’ | loyalists but from the radical Left. — 
dum attached to the draft structure. money to meet their constituencies’ de- | Aquino did not hesitate to name the : 
After these major differences were | ma ies. 
ironed out, the draft structure was | 
unanimously passed on 22 April. Ji said | 
the draft structure can be amended in | clout nec yt miter possible 
future if necessary. | | tervention — which, hé ar- de 
Five specialist BLDC sub-groups | 'u ects pri fessior als and | 
were also set up, dealing — areas | busir asses d | 
identified in the draft structure. The |t ts : 
most sensitive was one on the future po- | unscrupulous, and are dar aned to |i 
litical system, and the Chinese have ap- | get what they want — a prosperous and | tions so long 
pe the publisher of the influential | stable Hong) ong — and will not let any- | the Filipino | people 
ongkong Chinese-languz — 1 : eir way. Therefore, he | us.” The trout rising , violent s 
newspaper Ming Pao, Louis Cha, to be | ions by functional con- | repeatedly marred these gathering: 
a co-convenor of the sub-group, | stituencies, or professional groups, | Mar isans at one rally outside the 
gether with a mainland BLDC member. | —— elite groups of doctors, law- | US Emb 
f | | yers and other professionals would | 
| *ess than a week before the BLDC | ndidates | from among them- | 
meeting, Cha made a speech in | selves for Leg | ti | 4 
ongkong opposing direct elections to | — Cha's political E will start | side the “rump? Ses: he- 
wegco. He said the Hongkong Govern- meeting soon and will pr a report | abolished } national assembly — has sur 
ment should postpone any decisio | LDC in 1987 a said since | prised some i it. l 
direct elections until the Basic Law is | the discuss on of political c developments | ally, the US Em 
drafted in order to avoid conflicts with | is so sensitive, to avoid repercussions in | — Muslim Filipinos’ »nstrati 
Peking. | Hongko and | worldwide, no p informa- | following the US air — on aT; rip 
Cha told the REVIEW that if the | tion will be released to the public until | pr 
Hongkong Government insisted on in- | the BLDC has — it. al. 





















| structure of the Basic ae. Yung said, 
| — put together without consulting the 
Hongkong BLDC members and was 
aly given: to them on the eve of the 








arn said that if Yung s and her sug- 
gestions were not accepted she would 
have no choice but-to vote against the 
draft structure. Yung said he and sev- 
eral other members might abstain. 
Hongkong BLDC member Raymond 
Wu said some. Hongkong representa- 
tives were unhappy because many of 
their suggestions had been rejected. 
Faced with a revolt among the Hong- 
ong delegates, the Chinese moved 
pidly to contain the situation. After 
_ several meetings, they decided to accept 
| most of the suggestions — except the 
l on residual power, which they 
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Aquino denied feeling — 
nonstrations in Metro-Man- 






















































































me ive s ; € 0 | tions, think, of the propriet yo of | i 

: items to be dealt with. It includes | cos] keepi ng a hand in politics here." He 

selection of m —— — f executive, | said moves to send arms to the Phili 
| sition of | pines. by pers esiding in the 

The riehts and obli | | | would breach the US Neutrality Act an 

mend people include freedoms such as | legisla = | ver, the | other Americani 

re nonstr te, freedom of the answers to these questions wil be. | 


‘of items to be dealt with. Nor is there | Busin 

—2 at this stage to suggest how | 
———— € LM 
which it could be amended. 


set up offices in pres SAR without the 
FEM DR — 




























persons left a bomb at a d 


| foreign aid amd. so far. “It is not 
th,” she: said, contrasting praise 
verseas. for the “bloodless February 
volution” to the slow pace taken to 
put this. sentiment into "concrete 
terms." Aquino stressed how little time 
she has to consolidate her regime: “It 
would be a pity if we didn’t get the help 
we need now,” she said. 
-© Things are beginning to look up. On 
the. multilateral side, the REVIEW 
understands that the Asian Develop- 
ent. Bank (ADB) is contemplating 
proposals that could add as much as 
$3650 million more to its recent, and 
ell-received, US$100 million loan 
REVIEW, 17 Apr.). The ADB propo- 
ls are significant because of their size 
and, more importantly, the form they 
could take — including the holding of 
equity in some projects and the co- 
_ financing of others with private institu- 
tions. 
. . Manila also sees the World Bank and 
|| the IMF working more closely together 
| - in contrast, some say, to the opera- 
_ | tional style during the last years of the 
^| Marcos era. The World Bank won 
| points for its readiness after the change 
| of government to allow disbursement of 
| agricultural-support loans for purposes 
_| other than originally intended; it also 
_| has agreed to rewrite completely the 
-| terms of another agricultural loan. 
| > Although Finance Minister Jaime 
ae Ongpin told the REVIEW in early April 
_| that the IMF initially seemed to be tak- 
| ing a “rather dogmatic line,” he re- 
_| turned to Manila in better spirits in late 
_| April after spending nearly two weeks 
_| in the US with central bank governor 
| Jose Fernandez. Originally seen as im- 
peding government efforts to revive the 
<- economy — some even said the IMF 
"was questioning conversion of foreign- 
aid funds into local currency — the IMF 
has apparently softened, not least be- 
cause of US influence and because 
Aquino advisers assured the Washing- 
n-based institution that a bigger 
idget deficit this year will not result in 
gher inflation. 
_Aquino’s advisers are now speaking 
ut a defici/GDP ratio of 3%:3.5%, 
they have told the IMF that “two un- 
al characteristics" will keep inflation 
"heck: first, much of Marcos’ — 
ve-limit spending is “locked up” 
vering government-owned. sonora: 
s operating losses. Secondly, a very 
er-utilised plant capacity (many fac- 
; are working at less than 40% of 
ity). will easily absorb increased 
T spending. . 
indirect. American 





































influence 







ion. on 20 April unknown 


pparent in the. ADB’ s new Hen 





















becomes more explicit in. promised 


clear. Although US aid formally rests 
on 
negotiations, Aquino said that Arma- 
cost gave her “very strong assurances" 
that the congress would be in the right 
mood to increase the Philippine allot- 
ment this year. More funds will come 
from the EEC and Japan, she said, 
while Australia and New Zealand have 
already committed funds — albeit on a 
less dramatic scale. 

To increase donor coordination, the 
Aquino government in an unpublicised 
move will convene a "consultative 
group" of all major aid donors in mid- 
May. Although all donors, large or 
small, will come to the table, the US, 
Japan, Australia and West Germany 
will form the "first tier" of the gather- 
ing, according to one informant. An in- 


dicative gure of US$1.5 billion from 


JANUARY '86 


bilateral US aid to the Aquino govem- 
ment. Here the political signals are | th 


limits determined by Marcos-era | 


ing) behind the multilateral generosity | 
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ernment will make in: its: bid to isolat 


communist side by t 







most important 
growing. ; communist- led 
-Plans for — talksiwith the bake ; 
are nearing conclusion): "— said | 
that she expected “tov begin “active. 
negotiations" with the insurgents soon 





and that she had hoped:to have reached | 


agreement on the composition of the 






Although, on- 21A 
warned insurgents not o! — in 
choosing negotiators who could speak 
with authority, she had suggested to the 
REVIEW that names:^acceptable to all 
three categories of insurgents" had been 
found. Aquino's categories comprise, 
firstly, “those who found themselves 
joining the rebels to escape abuses 
under the Marcos regime; they are 
ready to come down and join the rest of 
the people." The second category con- 
sists of "those who won come > out unt 








the group for the remainder of 1986 Was 
being discussed in the final week of 
April. 


hen asked about improving trade 

access to these and other donors, 
Aquino said: “First things first. Since 
we are on a begging stance, we have to 
get immediate help.” But her govern- 
ment is also quietly seeking other signs 
of support: in mid-April it circulated a 
note among resident EEC missions ask- 
ing for a reduction in Brussel’s variable 
import duty on vegetable oils. As the 


Philippines has often accounted for as 


much as 80% of the world’s free-market 


supply of this product, Manila argues 


that a prompt drop in the duty would 
amount to a special, Philippines-di- 
rected signal of support. 

The amount and type of foreign as- 
sistance impinges directly on debate 
over which economic and social policies 


Should become the regime’s preferred 





. development model. And on the resolu- 


ders has been growing, 


they see our proposals " while the thi 
are “the hardcore — they will never give 
up. We may not be able to win: them 
over but we can isolate them. Our [eco- 
nomic and social] policies will do that.” 
In describing the planned talks with 
the insurgents, Aquino acknowledged 
the special help she is receiving fram the 
Roman Catholic Church. By 22: April 
the local press was speculating that Fr 
Bienvenido .Nebres would join four 


others to form a panel to talk to: the 


communists; Nebres has already been 
active in soliciting foreign funds for 
“pilot returnee" programmes in 


selected provinces. But military impati- 
ence.at the. nearly 300. soldiers killed 


while observing "non-engagement" or- 
and some ele- 
ments of official US opinion fret about 
the absence. of a formal counter-in- 
surgency strategy. offering. b both. carrot 
and stick. 

. But eects swisi i 




















and social policies, not to military re- 
sponse. Hence the added interest by 
outsiders in the direction of policy de- 
bates within government about how to 
revive a shrinking, shattered economy. 

For the most part, even the or- 
thodox-minded in the Western missions 
find consolation in the types of people 
occupying the «economic portfolios. 
People describing themselves as *mar- 
ket-minded” run the pivotal finance, 
trade and industry, and agriculture 
ministries. Even! Economic Planning 
Minister (and director-general of the 
National Economic Development Au- 
thority) Solita Collas-Monsod — who is 
seen as central-planning minded — ap- 
parently accepts the market mechanism 
as a key economic regulator. 


consensus also holds that finance 
must go promptly into the rural 
areas — with growth generated inter- 
nally rather than being export-led. 
T-ade and Industry Minister Jose Con- 


ion has said that he refuses “to let 
ne ta gir. wag the dog [econ- 
omy]." But their sharp disagreement 
cuts across discussions about the need to 
repay Marcos-era debts on time; some 
strong sentiment for "selective repudia- 
tion" of some liabilities comes from in- 
fluential University of the Philippines 
economists who take issue with Fernan- 
dez perceived unwillingness to re- 
negotiate debts. 

*The Peruvian example [of debt re- 
pudiation] appeals to them," one ad- 
visér from the private enterprise- 
minded Centre for Research and Com- 
munication said dismissively, but critics 
have energetically advanced their point: 
"[Aquino's] “Yellow Revolution’ won us 
a lot of international goodwill and pre- 
stige," said one in the Left-leaning 
weekly Midweek. *Now is the time to 
use this strength to get the needed con- 
cessions from our creditors," he said. 

Policy disagreements have also sur- 

zed over the “privatisation” of gov- 
cinment assets to their pre-martial law 
owners — such as the possible re-sale of 
an electrical utility to a prominent fami- 
ly — and over the unwillingness of some, 
including Ongpin, to see the enormous 
investment in the now dormant Bataan 
nuclear power station go to waste. Even 
the agricultural bias attracts criticism, 
sometimes from an unlikely quarter. In 
—— statements, Vice-President 
alvador Laurel had indicated prefer- 
ence for tariff-assisted domestic indus- 
trialisation, while even the former Com- 
munist Party of the Philippines chair- 
man, Jose Maria Sison, has recentl 
called Ongpin’s agricultural bias a “vi- 
sion that would take us back to a ‘plant- 
ation economy’.” 

Yet Aquino’s advisers hope that a 
rural development strategy — and some 
early government measures have al- 
ready had a slight impact — might some 
day make it harder for the insurgents to 
win new friends. o 
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MALAYSIA: 


All eyes on Sabah 


Another PBS state election win could hurt the National Front 


By Suhaini Aznam in Kuala Lumpur 


S abah politics and the outcome of the 
state elections, scheduled for 5 and 
6 May, continue to figure prominently 
in Kuala Lumpur's calculations of na- 
tional elections, expected to be an- 
nounced soon. If Sabah goes to the Parti 
Bersatu Sabah (PBS) — which even the 
ruling National Front concedes it will — 
the psychological boost it will render to 
other opposition parties, on the penin- 
sula, would be dangerous for the front, 
observers here say. 

Opposition rumblings have grown 
louder in the past year, and when the 
PBS first won power in state elections 
last April — throwing out the Berjaya 
party, the National Front's only compo- 
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nent in Sabah — isolated murmurs of 
"why not here?" had found voice. 

In Sabah, all three major parties pri- 
vately expressed anxiety over the possi- 
bility of simultaneous state and national 
elections, which would force the parties 
to divide their campaign energies. 
Prime Minister Datuk Seri Mahathir 
Mohamad has been non-committal on 
simultaneous elections. 

Those who argue for getting Sabah 
out of the way before national elections 
are held say there is no guarantee that 
the National Front's expected strong per- 
formance nationwide would influence 
Sabah voting. Conversely, these observ- 
ers say, a poor performance by the front 
in Sabah could influence the rest of the 
country against the ruling coalition. 

If the PBS were to sweep Sabah, it 
would probably come to some agree- 
ment with the federal government — if 
it had not done so already — to ensure 
that Sabah's federal parliamentary seats 
remain in National Front hands, Sabah 
observers said. The front cannot afford 
to lose Sabah's 20 parliamentary federal 
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seats — by itself a larger block than the 
present 15 total opposition seats there, 
in addition to eight independents. 

This is particularly true given that 
the peninsular Parti Islam (Pas) has 
made considerable inroads in the pre- 
dominantly Malay states and the urban- 
based Democratic Action Party (DAP) 
has consolidated its position in the 
populous Klang valley — through a 
1984 constituency delineation exercise, 
which raised the number of parliamen- 
tary seats from 132 to 177. The DAP's 
aim in this election is to deny the Na- 
tional Front a two-thirds majority. 

In Sabah, the DAP has stayed out of 
the race in the name of democracy. 
DAP secretary-general Lim Kit Siang 
has gone twice to Sabah to show opposi- 
tion solidarity. However, its sympathies 
may yet be wasted, observers said, not- 
ing that the PBS has sought membership 
in the National Front since its victory 
last year. The PBS withdrew its applica- 
tion for membership only recently, 
when the federal government and 
Sabah parties allied to it tried to rush the 
PBS into a pre-election coalition pact. 


M eanwhile, Pas had earlier announc- 
ed its intentions to field five to six 
candidates to split the Muslim votes in 
strongholds of the United Sabah Na- 
tional Organisation (Usno), the PBS' 
main rival, but backed out at the last 
minute. 

When nominations closed, observers 
were surprised to learn that neither 
Usno president Tun Mustapha Datu 
Harun nor party information chief 
Datuk Yahya Lampong surfaced as can- 
didates for any of the 48 available state 
seats — making it impossible for either 
to become state chief minister, thereby 
removing the greatest impediment to 
Usno's acceptance among non-Mus- 
lims. In negotiations, orchestrated by 
the federal government, for an electoral 
pact and coalition government in Sabah 
(REVIEW, 10 Apr.), Mustapha privately 
said that he would not serve under à 
non-Muslim chief minister. 

Yahya, who is also Usno's director of 
operations, has formulated a strategy to 
woo the Chinese in the marginal seats 
into supporting the unofficial Usno- 
Berjaya team by removing their great- 
est perceived threats — the die-hard 
Mustapha and himself. 

On the peninsula, the public con- 
tinues to watch the federal hand in 
Sabah — this time to see what security 
measures are taken to ensure peaceful 
elections. The visible presence of police 
have kept things quiet. oO 





































uropeans f press South Korea on human rights 


By Paul Ensor in Seoul 
hun Doo Hwan has recently com- 


Europe, the first of its kind by a South 
Korean president. During his visits to 
European capitals, which were expect- 

d to involve topics of economic and 
iplomatic importance to Seoul, Chun 

countered some critical words from 
is hosts on the state of domestic politics 
1 South Korea. During his stay in West 
iermany Chun was faced by the 
rongest concern on the part of his 


olutions, while his visit to Paris was 
arked. by a large, peaceful demonstra- 
n calling for greater human rights in 
uth Korea. 

.. During his visit to Bonn, Chun heard 
'hancellor Helmut Kohl, 
dinister Hans- Dietrich Genscher and 










— an 11-day trip through 


Seas 


osts that he work towards democratic 


Foreign | 


portedly took exception to the Wordibd 
of Weiszacher’s remarks in the Korean 


translation from the German on the 


matter of human rights, and are asking 
for a new version. . 

With the largest population of over- 
Koreans (around 10,000) in 
Europe, and the highest level of trade, 
Bonn has a long tradition of watching 


the political situation in South Korea. 


The divided status of the two countries 






has also drawn special West German in- | 


terest, particularly in the 1950s and 


. 1960s. While most observers discounted 
| the importance . of a minor protest 


against the visit by a number of groups, 
including the Greens, Social Democra- 
tic leader Willy Brandt left an impres- 
sion by calling off a meeting with Chun 
at the last minute. 

During Chun's visit to Paris, Prime 
Minister Jacques Chirac emphasised 


French concern that what he termed 


“the democratic balance" be re-estab- 
lished in South Korea, and according to 
local reports, the communist party 


.co-chaired by dissident leaders. Kim 








ly less concerned. with aen "Bh 
Following a meeting with South Korean 
Minister of Foreign. Affairs Lee Won 
Kyung, the Foreign Office reported that 
Foreign Secretary Sir Geoffrey Howe 
welcomed steps that have been made to 
strengthen democracy within the coun- 
try and pen these RIS would con- 
tinue.’ oe 






W hile the government and the pub- 
lic here keep a finely tuned ear to 
US comments on the domestic political 
scene, comments from Europe have left 
little impression in the past. Queried on 
the comments made by the Europeans 
during the trip, one opposition. source 
within the Consultative Committee. for 
the Promotion of Democracy, which is 









Dae Jung and Kim Young : 
heard of any. He was mi 
cerned with recent. news i 







— rir tp = I wt Kim 
YoungSam. | 


Meanwhile, reports of. recent 


human-rights abuses have, snowballed: 


Opposition national assembly member 
Song Chun Yong recently asked Minis- 
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| Mrs Bandaranaike’ S party retains seat 


: By Manik de Silva in Colombo. 


E S ri Lanka’s former prime minister Sirimavo Bandaranaike 
WV celebrated her 70th birthday on 17 April with a by-elec- 
tion victory for her Sri Lanka Freedom Party (SLFP). The 
by-election marked her return to electioneering after five 
years during which she was barred both from running for 
c office and campaigning. Her party retained the Ak- 
neemana constituency in the southern city of Galle and 
shortly after the result was declared, Mrs Bandaranaike call- 
ed for an early general election. 
` Mrs Bandaranaike, whose civic rights were taken away in 
ctober 1980 on the recommendation of a special presiden- 
tial commission of inquiry which found her guilty of 
power during her 1970-77 tenure of office, was granted a par- 
don on 1 January this year by President Junius Jayewardene. 
‘irs Bandaranaike retained the leadership of the SLFP and 
as politically active outside the areas of the ban during the 
period she was without civic rights. The pardon enabled her 
to return to active campaigning, and her party regards its Ak- 
cemana success to have been influenced by its leader's pre- 
sence on n elec ction platforms. 
andaranaike knows very well that the ruling United 
ional Party (UNP) will not call the early general election 
as been demanding ever since she was granted the pres- 
pardon. Jayewardene has said that he does not plan 
call a general election before that scheduled in 1989 unless 
es that it would be to his party's advantage. With 
'emana demonstrating that Mrs Bandaranaike is a pow- 
f e vote. drawer — she told intimates that the 
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 meananSLFP spring. — 


women would swing the by-election for. her - -= An n early. elec- 
tion is not logical from the UNP point of view. In any event, 
most analysts believe that the UNP would like to see another 
by-election within the next few months to give itself a chance 


of demonstrating that the Akmeemana swallow does mot 








The SLFP's Richard Pathirana, ci di gen ola school prin- 
— whose — bya an shee saps court necessitate ihe 


he first won the constilucacy, also at a by-election 1 in May 
1983. The results suggested that new votes in the constitu- 
ency had been more or less equally shared by the UNP a 
SLFP. 

Engaging in the customary post-election autopsy; the 


_UNP said it had increased its vote by 5,000 since the May 





1983 by-election. This showed, it said, that the propaganda 
and tactics of the opposition — predominant! the SLEP — 
which focused on the difficult tim ds passing 
through, terrorism and the cost ol 10! result i ina 
large reduction in the support f ic aike’ 
son, Anura, who leads the 
the SLFP campaign at the b 
ers of Akmeemana have show 
the SLFP isa viable, pragmatic and a democratic alternative 
to the UNP. This is the most important message "t the 
election." f NY 

The rhétoric apart, both the L NP. and SLEP have : ason 
to be satisfied at the outcome. For the SLEP, it wa tory 
against the substantial advantage ruling parties i in Sri Lanka 
have always enjoyed at by-elections. For the UNP, the fact 
that it retained its support despite the very hard time. the 
country is going through, is a cause for satisfaction. And as 
the UNP took pains to stress in its post-election analysis, the 
fact that by-elections are held and th opposition wins some 
of them shows that democr d ratic ins on | 































ter of Home Affairs Chung Suk Mo to 
provide an explanation to allegations 
that a civilian was beaten to death while 
serving in the military reserve because 
he supported the opposition’s drive for 
signatures On a petition to change the 
constitution. According to Song. the 
death of 31-year-old Chang Yi Kee re- 
sulted from kidney damage after re- 
eio beatings. Song said Chang was 
aten after contradicting an officer 
who was defending the constitution. 
In a separate incident, the families of 
14 people arrested from two small pub- 
lishing houses have issued a public pro- 
test regarding charges made against 
those held and their treatment by the 
authorities. According to a statement is- 
sued through a Christian human-rights 
group, the families said: “We think that 
the detainees have been tortured by 
electric shock, water torture, beatings, 
and other means." They also claimed 
the police were “. . . trying to fabricate a 
"ro-communist conspiracy." Some of 
ne 14 will be charged under the Na- 
~ tional Security Law, which was origi- 
nally designed for traitors and North 
Korean spies. 


» Mike MacLachlan writes from London: 
Chun may have come under fire in 
European capitals over his human- 
rights record, but in Britain whatever 
pressure there was from the govern- 





Chun: encountered criticism. 





ment of Prime Minister Margaret 
Thatcher was apparently fairly gentle. 
The subject was only one of many raised 
by Howe in his talks with his South Ko- 
rean counterpart. 

But Chun's talks with Thatcher — 
who is due to visit Seoul in early May on 
her way to the Tokyo economic summit 
— lasted (a longer-than-usual) two 
hours and were very friendly, according 
to Foreign Office officials. 


At a banquet in CKun’s honour the 
night before the talks, Thatcher praised 
South Korea's economic performance 
and its energy abel fl (ributes she 
is anxious to point out are also plentiful 
in Britain. — 

There was a gentle public hint about 
human rights in her speech when she 
said Britain and South Korea were in 
the forefront of the battle for freedom, 
and added that this meant they had to 
think about this responsibility in global 
as well as national terms. 

She also said there were good 
prospects for scientific and technologi- 
cal cooperation. Meanwhile, British 
trade officials were reported to be seek- 
ing a liberalisation of Scotch whisky ex- 
ports to South Korea. Bulk exports, 
worth £3.7 million (US$5.6 million) last 
year are due to be phased out soon to 
protect the South Korean drinks indus- 
try. 

Chun’s European tour, according to 
South Korean officials here, is part of a 
deliberate attempt to diversify, reduc- 
ing the nation’s trade dependence on 
Japan and the US. 

They said talks with EEC officials in 
Brussels were successful, and said they 
were confident of concrete develop- 
ments in economic relations between 
South Korea and the EEC, including 
some agreement on technology trans- 
fer. 
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THE AUSTRALIAN NATIONAL UNIVERSITY invites applica- 

tions from suitably qualified women and men for appointment 

to the position of POSTDOCTORAL FELLOW/RESEARCH 

FELLOW/SENIOR RESEARCH FELLOW, DEPARTMENT OF 

SOCIAL AND POLITICAL CHANGE, RESEARCH SCHOOL 
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pplications should be PhD graduates in political science or a 

osely related discipline and should have appropriate research 
experience and linguistic qualifications to carry out research in 
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further information from the Head of the Department, Professor 
J.A.C. Mackie (062) 492677. Closing date: 16 June 1986. Ref: 
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Salary will be in accordance with qualifications and experience 
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ECONOMIC ANALYST 
NORTHEAST ASIA 


Business International seeks a professionally qualified 
candidate to analyze and forecast political, economic, 
and regulatory changes in Japan, Korea, and Taiwan, 
and to interpret these changes for our multinational 
corporate clients. 


The successful candidate will: 


e Bebasedin Hong Kong, after initial training in the 
US. 


e Have a detailed knowledge of at least one of the 


countries in the region through personal experi- 
ence. 


Have excellent communication, analytical, and 
English language writing skills. 

Have a reading knowledge of Chinese, Japan- 
ese, and/or Korean. 

Be entrepreneurial, self-motivated, and enjoy 
working with senior corporate executives. 


Reply to: Regional General Manager 
Business International Asia/Pacific Ltd. 
GPO Box 385 
Hong Kong 












PS hina’s present programme 

"f nomic reform “will — Suc- 
_ceed,” elder statesman Deng Xiaoping 
-told visiting Hongkong shipping mag- 


3 Ed 





conclusion of the National Peop 


-Aprnl. Deng has been saying similar 
things to other foreign visitors in recent 

weeks, apparently displaying conscious- 
ness of criticism of his reform measures 
both at home and abroad. 

. Marxist-conservative elements in the 
eade zr hip are known to fcar the re- 
£ — rw —_ in the cor 





























| NPC — concluded its business on 12 
.] April on a sober note: while conceding 
.| the economic progress made in the past 
.. decade, it warned against future prob- 
lems of morale and policy. 
| Deng ended a three-month absence 
| from public view when the NPC session 
| began on 26 March. He told foreign vi 
_ sitors he had gone to ground deliber- 
| ately, because he wanted his subordi- 
| mates to demonstrate their authority 
without his tutelage. 
The congress’ most important task 
was to ratify the leadership's program 














hailand | enraged i the US 5 but refur- 
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| Plan (FYP). Among many vague exhor- 
| tations, and a few practical measures | 
: proposed for the stimulation of the 


nate Sir Y. K. Pao in Peking after the | 


This s« session —— the fourth of the sixth 


me for the 1986-90 Seventh Five-Year | since the mid-1970s — covers not only 
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1 i! and Tobago, 
ü Ghana. The US, Britain, France, Aus- 
tralia and Denmark were certain to op- 








. economy, its theme was “to 


| open wider to the outside world and link 
| le's | the development of the domestic econ- | 
Congress (NPC), held in March and | omy better with expanded economic | 
| and technological exchanges with other 
| countries." This is nothing new, but it 
| symbolises the Der | 
i nation not to be deterred from further F 
| progress in reform by the sniping of | 
| party and army veterans who con: 
| unir socialist, 





g group's determi- 





Deng and Zhao's reform programme 


| includes making relations among indus- 
| | trial enterprises 
ily | free from interference of senior cadres | 
an | in the economic ministries and local au- $ 
ISO ed of econo- | thorities, government or party-based. | 

siting dicm the — i 
if — gres Deng and Premier | 


more "horizontal," or 





*he core of the reform is the motiva- | 
| E tion of workers, planners, engineers | 
| and educators to regain their self-re- | ' 
| spect, shattered in the Cultural Revolu- 
| tion, and to ap 
| support diligent workers a 
| nate against lazy ones. 1 
| Predictably, the 17-day NPC session 

| rubber-stamped the outline of the | 
| Seventh FYP, the goals of which were | 
| officially described as "practical and 

| feasible." This was a veiled answer to 
| critics who believe the goz 
| ing 1980 output by the year 2000 
| ambitious and will lead to overt 
| of the economy. 
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The reform — Deng's pet — 
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| Arab Emirates, 


That put Thailand in a 


not yet recovered from the 
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nd discrimi- | 


| the local price 
| down yet to such an extent that Peking 


| fom nor iis also sensitive to the 101-n- |! friends 









| munique on 1 the | NPC's Work. 
| New laws were also approved. One 
| covers compulsory education, another 
| the activities of wholly, foreign-owned 
| enterprises in China... 
Security expert Qiao Shi was made a 
| vice-premier, prompting speculation 
| that there is to be a more severe 
| crackdown on political dissidents and 
| ordinary criminals... 

The official rep ort os the closure of 
the NPC said i — S ; e YE were 
made 1 in. £ 313 
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eport yer — 
P Deng's ind his supporters’ 
ople should go all out to 

| mse Ives” by any legal 
| means, which conservative elements in 
ership are known to regard as 

| anti-Marxist. The plan includes a stipu- 
| tation that there should be avoidance of 
















| excessive gaps in income among people 
| by increasing taxes on higher earnings. 

_ The fresh emphasis on rational mea- 
| sures to improve living standards came 
| atatime when China would soon be losi 

| much of the lucrative carnings from its oil 
| exports, — to Hongkong, though 
has not been knocked 












| must either curtail supplies or waste re- 
| Serves at the new, lower prices. 
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Tough times and ageing regimes take the gloss off success 


. Challenge of change 


By Susumu Awanohara and Philip Bowring 


E When US President 
Reagan visits Bali to 
meet Asean foreign 
ministers and when 
the leaders of the 
seven leading indus- 
trial powers including 
mem Reagan meet in 
Tokyo in early May, they can no longer 
take the continued economic growth 
and political stability of non-communist 
developing countries of East Asia for 
eranted. Whether one attributes the 

moil in the Philippines to the failure 
vı Ferdinand Marcos’ personal rule or 
the victory of his democratic opposi- 
tion, it is not an isolated case. 

Asean and perhaps also the newly in- 
dustrialised countries (NICs) — until 
recently vaunted as economic success 
stories and the brightest spot on the 
globe — are bracing for the most serious 
social and political problems in a few de- 
cades. Difficulties are compounded by a 
looming succession question in coun- 
tries which have not seen a change of 
leadership for long periods. 

It is hardly surprising that many de- 
veloping countries of East Asia, where 
governments have successfully legiti- 
mised their authoritarian rule on the 
strength of their economic performance, 
are facing trouble as growth slows. In- 
deed, slower growth is the immediate 
cause of the heightening social and poli- 
tical tension in the region. But it is not 
the only cause: a return to high growth 

| not guarantee stability. 

With variations, many of the East 
Asian regimes have made economic re- 
forms and consensus-building around a 
strong leader (or group of leaders) pil- 
lars of their rule, promising a better life 
for the common man in a more stable 
society. Rapid economic growth facili- 
tated efforts to unify diverse groups and 
interests but consensus-building often 
also meant depoliticisation — squelch- 
ing disagreements and driving the critics 
underground in the name of order and 





security. 
Some regimes came to power, 
explicitly rejecting the floundering 


“democratic” governments which had 
preceded them. These post-colonial 
nationalistic governments had often 
tried to follow the Western model of 
parliamentary democracy, in a highly 

liticised atmosphere. Rejection of 

estern forms of government led to the 
search for indigenous ways to legitimise 
rule and demand loyalty largely on 
primordial grounds, even in cases where 
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the military — usually the most modern 
of institutions in these countries — was 
at the helm. Thus emerged a curious 
combination of continuity and change 
— adherence to forms rooted in tradi- 
tional political ritual and the use of 
Western-trained technocrats. 

The formula worked. The achieve- 
ments of the authoritarian-technocratic 
regimes should not be forgotten. With 
the state taking the lead but depending 





largely on market forces, and selectively 
integrating with the world markets, de- 
veloping East Asian countries achieved 
unprecedented rates of growth. The ex- 
port boom, in some cases fuelled by the 
sharp rise in oil prices, made a crucial 
contribution to this growth. Asean na- 
tions in particular congratulated them- 
selves and the industrial powers joined 
in the chorus of praise. 

It now appears, however, that suc- 
cess in some cases was over-dependent 
on favourable external circumstances 
and these countries now have to face a 
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difficult adjustment to what will proba- 
bly be several tough years. At the same 
time, regimes are visibly tiring. Presi- 
dent Suharto of Indonesia came to 
power in 1965, the same year as Marcos. 

East Asia has now entered a period 
of slower growth. It is possible that 
some countries, particularly those in 
which industrialisation has progressed 
furthest, will do substantially better 
than average, but no one is expecting a 
replay of the 1970s boom. 

Even South Korea and Taiwan, 
which are being temporarily boosted by 
the declines in oil prices and interest 
rates, face slower growth and the prob- 
lem of finding non-US outlets for their 
manufactures. At worst, stagnation, and 

rowing unemployment and debt could 
ead to disorder. There is fear that 
Southeast Asia will develop some Latin 
American characteristics — well-en- 
dowed with natural resources and 
human talent, but somehow stumbling 
at the hurdle of social and political or- 
ganisation needed to sustain develop- 
ment through adversity. 


Ags this background, old tensions, 
which have not been quite over- 
come but only obscured by relative 
prosperity, are re-emerging. Whereas 
in the boom years, external threats to 
security like the Cambodia conflict were 
highlighted, internal threats have once 
again become a major concern. 

First, slower growth means slower 
improvement in living standards, or in 
some cases significant retreat. It also 
makes remaining inequities, in the dis- 
tribution of income and wealth as well 
as in other areas, more apparent. 

Secondly, economic success of the 
past one or two decades has created a 
new political awareness among the em- 
ergent middle class, raising demands for 
more meaningful participation, particu- 
larly in the NICs. The inherent long- 
term contradiction of combining econo- 
mic growth based on market 
mechanisms and control of political ac- 
tivity is becoming more obvious. 

Thirdly, there is the factor of long 
personal rule, which was often justifie 
by the traditional means of legitimising 
regimes and which entrenched them. 
Long rule brought stability, but buttress- 
ed by economic successes, it also tended 
to make the rulers over-confident, out 
of touch and less responsive. 

Marcos, for example, had few new 
ideas towards the end of his rule and was 
too confident that solutions that worked 
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| a decade ago were still best. In Singa- 
.| pore the government interfered exces- 
— | sively in the economy, ignoring pleas 
| from businessmen not to do.so. The 
| comparison of Thailand with the Philip- 
pines and of Hongkong with Singapore 
shows there is something to be said for 
weak government. And Malaysia shows 


may be necessary for racial harmony, 
the enhanced power it brings can easily 
be abused. Inappropriate or excessive 
government smothers entrepreneurship. 
Long rule, combined with integra- 
tion with the international economy, 
has spawned corruption on a very large 
scale hitherto unimaginable. As is often 
argued, much of what is described in the 
West as corruption may be an accepted 
part of the traditional system of govern- 
ment — resources which are necessary 
to purchase and sustain loyalties and 
hence, ensure political stability. Also, 
corruption is often the symptom, rather 
than the cause, of the loss of legitimacy 
and support; heightened complaints 
about corruption may not necessarily 
reflect an actual increase in corruption. 


x em accumulation of wealth on a vast 
scale, as in the Marcos case, is surely 
a new phenomenon. And whether or not 
it is legitimate according to traditional 
standards, corruption can do real dam- 
age to the economy if it distorts rational 
decisions and hampers overall growth. 
Although the scale of money politics has 
nowhere quite approached the Philip- 
a qu the trend exists and appears to 
ave spread to one or two countries 
hitherto immune from it. 
e Long and unchallenged rule makes it 
possible for the leaders to vitiate or de- 
stroy institutions for channelling views, 
venting frustrations and reaching com- 
promises without costly confrontation. 
Authoritarian rulers do not invariably 
destroy such institutions. In fact many 
of them like to be seen building them 
and some genuine efforts have been 
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By James Clad in Manila 
E The former Philip- 
pine leadership used 
to fancy itself as some- 
| thing of a trend-setter 
in national develop- 
ment. During most of 
the 1970s, neighbour- 
ees inp countries were 
seen to admire and even emulate some 
of the thinking behind Ferdinand Mar- 
cos’ “New Society.” 

In the martial-law period Marcos of- 
fered appealing trade-offs: less politics 
and more development, and less liberty 
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that however much social engineering | 


| Marcos is gone but 
stability remains elusive 
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made. But sometimes they are after 
form, not the content. New political 
parties are allowed only when they pose 
no threat and elections are held only 
when it is clear that the ruling party 
would win. 

Long rule introduces an element of 
boredom with the ruler, often the object 
of a cult. A whole generation has grown 
up without knowing of political change 
and may want new leadership for its 
own sake rather than simply for policies’ 
sake. In the Philippines case, for exam- 

le, weariness with Marcos may have 
een as important as ac- 
tual economic failure and 
corruption. 

Finally and perhaps 
most importantly at this 
time, the system of tradi- 
tional personal rule, by its 
very nature, normally 
does not provide for trans- 
fer of power from one 
ruler to the next. The con- 
cern is that some East 
Asian regimes which prac- 
tise such a system have not 
yet devised convincing 
ways to ensure smooth 
and peaceful succession. 
Moreover, as aruler grows 
older and the inevitable 
draws nearer, the very 
subject of succession be- 
comes taboo. 

Developing East Asian 
countries are trying to 
cope with the difficulties 
facing them. As popular disenchant- 
ment and resentment mount at the au- 
thoritarian regimes which, for whatever 
reason, no longer deliver as much they 
used to do, old tensions — along ethnic, 
religious or geographical lines — be- 
come more easily exploitable by the re- 
gimes' adversaries. The national integ- 
rity of some countries which lack homo- 
geneity could be at risk. 

There will be renewed appeals for 





for more discipline. And his country's 
urban-centred growth and ambitious in- 
dustrial plans and a headstrong pursuit 
of modernity rode on a fairly simple for- 
mula: continued trust in buoyant com- 
modity markets, in manufacturing re- 
lated to export-processing and in 
foreign debt finance. 

But now that development model 
pioneered about two decades ago has 
staggered, along with Marcos, into dis- 
repute. Exacerbated by crony pillaging 
and high debt, the Philippine economy 
buckled before relentlessly dropping 


Aquino: personal-rule tradition. 
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unity and perseverance — which will be 
less effective than when the regimes first 
came to power. In an environment , 
where sharing of power is still consi- 
dered a sign of weakness and could in- 
deed lead to a free-for-all, the regimes f 
will be tempted to react to challenges in 

a repressive manner, rather than to bar- 
gain and accommodate. 

But as long as they are in control, the | 
regimes will not stand idle. Singapore, | 
for example, has subjected itself to un- 
characteristic public soul-searching and 
introduced decisive policy changes to | 
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climb out of the economic slump. Other 
regimes also have evolved a larger corps 
of problem-solving technocrats and ad- 
ministrators who can be empowered to 
deal with specific difficulties at hand — 
as indeed they have been doing to great- 
er or lesser degrees. 

The transfer of power in the Philip: 
pines from Marcos to Corazon Aquina 
was far less traumatic than most had e 
visaged — though the drama has yet . 





prices and demand for its coconuts, cop- 
per, sugar and wood. 

Deficit piled on top of deficit in the 
current account and in government 
spending. The currency eroded. Bor- 
rowings continued to finance budget 
shortfalls and pay for petroleum im- 
ports. And as belated controls slowed 
raw material imports to a trickle, urban 
unemployment — always a problem — 
became critical. Not only the man but 
also the model overstayed. 

Manila's most recent experience 
shows that economic failure can engen- 
der mass political reaction — even by a 
generation unaccustomed to political 
change. 

Local newspapers and politicians 
proclaim that Filipino nationhood not 
only survived the Marcos years intact, 
but is stronger now in the wake of the 
the nearly bloodless change of regime. 








play itself out. Singapore has long ad- 
dressed the succession question head 
on, and more recently South Korea has 
begun to do so in a limited way. Even 
Indonesia and Taiwan have constitu- 
tional provisions for succession — 
which are dismissed, probably too read- 
ily, as having little to.do with what will 
actually happen. Malaysia and Thailand 
already have mechanisms for succession. 


t this time of difficulty, the region 
needs more not less cooperation. 
But the omens are not good. Factors 
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which once gave Southeast Asia a sense 
of community are no longer as strong as 
in the past. The post-colonial nationalist 
fervour that bound some of the coun- 
tries is long gone and the Overseas 
Chinese, under pressure in respective 
countries to assimilate themselves, can 
no longer play an explicit cementing 
role. External forces, whether in the 

rm of new investment from Japan or 
..der ones from the US and Europe, are 


A constitutional commission will be ap- 
pointed soon to draft a new Basic Law 
— the country’s fourth since 1935, 
Under a 25 March provisional constitu- 
tion decree, a formal mechanism for 
presidential succession (a major flaw of 
the Marcos years) now exists: Vice-Pre- 
sident Salvador Laurel becomes presi- 
dent if Corazon Aquino resigns, suffers 
incapacity or dies. In the event of 
Laurel’s incapacity, the cabinet would 
select one of its own to serve in the top 
office. 

Yet many fear the current stability 
might not prove to be as resilient as it 
seems. 
groups decry the continued existence of 
"oligarchical" business practices and 
the country's “subservience” to mul- 
tilateral institutions like the IMF. Local 
manufacturers fear the stringent rules 
on liberalising imports at a time when 
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still helpful. But while the West's role 
declines, Asean countries are nervous 
of Japan's might, and some of the po- 
tential of South Korea. 

Asean has won most recognition by 
its effective reaction to the Cambodia 
crisis. But its political unity, in the first 
instance generated in reaction to the 
communist victories in Indochina, may 
wane as the threat from Hanoi is seen to 
diminish. Meanwhile, attempts at eco- 
nomic, trade and industrial cooperation 
among Asean nations met with little 
success because most countries were 
confident they could go it alone. In 
areas such as tourism barriers have in- 
creased. The 1984 Asean task force re- 
port, drafted by Asean *wisemen" from 
various sectors, was devastating in 
pointing out how, given existing condi- 
tions and mentalities, regional econo- 
mic cooperation was very difficult. 

Policy researchers from Asean coun- 
tries have since been discussing schemes 
for economic cooperation which will in- 
clude the NICs of Northeast Asia or 
much of the Pacific basin in general. 
The scarcity of capital 
suggests that now is the time when coun- 
tries should be prepared to look more to 
joint ventures and encourage coopera- 
tion. But the danger is a further retreat 
towards low-grade self-sufficiency. 

The crisis unfolding in the region 
today is due in part to the integration of 
its economies in the world economy in 
past decades. Possibly this may be a 
dead-end as protectionism and man- 


resources | 





aged markets — especially Japan for | 


manufacturing goods and Europe for 
agricultural products — destroy region- 
a economies’ comparative advantage. 
But that integration has in the past been 
the spur to the region's growth. It may 
yet be again, particularly if at home 
these nations do not succumb to the 
same protectionist sentiments that are 
growing elsewhere. Countries which 
have done best out of the market system 
should be stoutest in its defence. 
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their industries are weak. Unions sense 
opportunities to right badly eroded 
work conditions and wages. 
Expectations run high but the state 
coffers are mostly empty. Although a 
godsend has come in the reduction of 
petroleum prices, Aquino told the 
REVIEW in an interview on 17 April that 
the need for external assistance at this 
phase of the regime's life is crucial to 
guarantee its consolidation. In short, 
the hard and dangerous fight that 
ousted the old regime might turn out to 
have been easier to engineer than either 
eliminating oligarchic habits or foster- 
ing quick, self-generating growth. 
Rapid change in policy is also un- 
likely to come easily. Although most new 
ministers are strongly pro-business, revul- 
sion against Marcos-era excesses, some- 
times abetted by local and foreign capi- 
tal, continues to influence policy. Oo 





An ageing 
New Order 


By A Correspondent 
| E Like former president 
| Ferdinand Marcos of 
| the Philippines before 
his fall, Indonesia’s 
President Suharto has 
been in power for 
fully two decades, 
— 8 with no heir-apparent 
and no clear succession mechanism. 
The bane of Marcos — corruption and 
cronyism — permeate government and 
business in Indonesia as well. 

But differences abound. While Mar- 
cos started in 1965 with a viable econ- 
omy and political system, Suharto has 
fashioned order out of chaos. Plentiful 
oil-export income has allowed Jakarta 
to attract far more foreign investment 







| and aid, with which major projects and 


programmes could be undertaken. 

The result is that 64-year-old 
Suharto is hardly an unpopular leader. 
In the national election a year from 
now, he will face no serious challenge 
for another five-year term. Opposition 
parties are at a nadir and, unlike the 
Philippines, Indonesia's far-flung pro- 
vinces do not harbour any substantial 
insurgencies, despite the fact that In- 
donesia is the more diverse society. 

Suharto's success stems from his 
acute awareness of the destabilising fac- 
tors of the Sukarno era before him. 
Hunger, monetary instability, rampant 
corruption, economic dominance by 
minority (Chinese) Indonesians, grow- 
ing political dominance by the military 
and, above all, unshackled political 
rivalries all fed the continual crises of 
the Old Order. 

Some of these Suharto has removed, 
but others have festered, hidden by big 
government spending of the oil income. 
As the economy feels the effects of the 
plunge in oil prices, the old problems 
are resurfacing in a way that could 
threaten the relatively peaceful climate 
the New Order has achieved. 

Suharto's government has con- 
quered famine, with oil-financed im- 
ports and then with rice self-sufficiency. 
The economic costs of self-sufficiency 
are high, but the social and security 
benefits are unassailable. For this 
Suharto can claim popularity among the 
rural majority. 

A second major accomplishment is 
fiscal control. From hyperinflation at 
the beginning of the New Order, a team 
of economic specialists has tamed the 
rupiah and instilled confidence in the 
country's economic management. 

Thirdly, the military has been re- 
structured — from 20 years ago when 
generals with their own power bases 
periodically wreaked havoc with 
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Sukarno’s attempts to strengthen na- 
ü ional unity. Suharto himself rose to 
. power in this environment. The restruc- 
- turing bars military chiefs from estab- 
lishing constituencies which could sup- 
| port their political ambitions. 
. . Suharto's use of the feudal system of 
| patronage has kept his ministers, gener- 
. als and governors in well-tuned har- 
| mony. Along with the piecemeal isola- 
— tion or co-optation of any opposition, 
Suharto has thus eliminated several 
| sources of regime instability. 
| The New Order programmes have 
| stillleft Indonesia a nation of paddy farm- 
| ers. Government spending on industry 
| was in big-ticket projects, which, for all 
: : their capital value, are small employers. 
. Indonesia adopted a deliberate policy of 
_ following its Asian neighbours into small, 
| labour-intensive export industries only 
. beginning in 1980, but lack of modern 
. infrastructure and general bureaucratic 
. inefficiencies and mismanagement ham- 
| per gains in competitiveness. 
ue he threat to social stability has 
= M moved from rural areas to the urban 
| base. Population growth is uncontrol- 
| led, and should top 200 million in the 
| mid-1990s. As those people flood the 
| cities for jobs that do not exist, the 
| chance for disorder runs high. Even 
| today, workers are being laid off and in- 
| vestment is at rock bottom. 
| | In the boom days, many potentially 
| explosive issues in Indonesian politics 
| were papered over by spending. Gov- 
| ernment corruption, self-enrichment by 
| the families of government leaders and 
| their reliance on Indonesian Chinese 
| businessmen could be ignored because 
| everyone saw his living standard rise. 
— A Local Chinese or foreigners, always 
. targets of public disorder, still control 
_ business. The pribumis (indigenous In- 
. donesians) are still not putting their ca 
. ital in production facilities that provide 
_ jobs. Pribumis with power arrange 
perivileges and let others do the work, in- 
| cluding supplying capital. 
- A Government spending, which over- 
— whelms that of the private sector, has 
| shrunk drastically. Many of those who 
| shared the spoils are left out now, and 
| are wont to complain. Suharto sees 
| clearly the threat that public knowledge 
| ofcronyism and self-enrichment causes, 
| yet the reaction is to cover it all up and 
| tighten the clamps on the press. 
| Another threat is orthodox Islam, 
"E which could exploit the inequities of the 
| system with which Suharto has not yet 
| dealt — as it indeed tried to do in the 
| Tanjung Priok riots in Jakarta 18 
| months ago. One attraction of Islam is 
| thatit purport to provide an alternative 
to the New Order, which is now 20 years 
- old and getting older. Suharto appears 
. to be in good health. Perhaps he will 
take the five years after the 1987 elec- 
tion to devise a stable succession 
mechanism, or at least find a successor 
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ruling coalition's image 


By Suhaini Aznam in Kuala Lumpur 


| Although the same 
overnment has ruled 
alaysia since inde- 
porone — marked 
y a peaceful succes- 
|sion of four prime 
ministers over 28 
ae years — the character 
of politics and leadership style have 
changed. 

Continuity with change is possible 
partly because of the strength of the 
United Malays National Organisation 
(Umno), the dominant party in the rul- 
ing National Front, to which the leader, 
the prime minister, is ultimately be- 
holden. The real kingmakers are the 
Umno delegates who vote in their party 
chief. And behind them and the MPsisa 
lively popular electoral-based system. 
Umno has grown considerably in size 
and clout. In the Alliance, the forerun- 
ner of the National Front, the coali- 
tion's other component parties had a lot 
more influence than their successors do 
today. 

Many observers note the dilution of 
Chinese and Indian participation in gov- 
ernment and the attendant dangers of 
losing input from these important seg- 
ments of Malaysia's society. These ob- 
servers fear that, in time, Chinese and 









Indian restlessness could result in their 
disaffection with the National Front. 

Racially based rivalry, however well 
controlled, lies just below the surface of 
Malaysian society. But many who re- 
member the country's only race riot — 
in 1969 — worry that tensions stemmin 
from belt-tightening measures will fin 
an outlet in racial expression — espe- 
cially among Chinese, — with the 
New Economic Policy (NEP) favouring 
indigenous Malays, or bumiputras. 

Chinese anxieties are not assuaged 
by the promise that the NEP will be re- 
placed in 1990 by the National Econo- 
mic Policy because, while the new pe: 
licy may allow the Chinese and othe 
non-indigenous Malaysians more ‘op- 
portunities in business, employment 
and university enrolment, it will con- 
tinue to favour bumiputras. 

Despite government attempts to 
forge national unity through social in- 
teraction and in the arts, social identity 
and political representation are still ra- 
cially based. Within educated urban cir- 
cles, those who yearn for a Malaysian 
identity come up against the realisation 
that the National Front segregates the 
citizenry and that it is in the coalition’s 
interest that politics remains that way. 

Meanwhile, in leaner times, even 


The economy more a worry 
than political stability 





By A Correspondent 


BM Ten years ago Thai- 
land looked perhaps 
the least stable of all 
Asean countries. The 
communist victory in 
| Vietnam was only a 
year old,  fanatics 
——— were in power in 
Cambodia, US bases in Thailand were 
about to be removed, the nation's latest 
experiment in parliamentary demo- 
cracy — then just two years old — was 
tottering under the weight of party feud- 
ing. The year saw Kukrit Pramoj's gov- 
ernment give way to that of Seni 
Pramoj, Kukrit's brother, and later in 
the year to a coup that brought Tanin 
Kraivixien to power. But the past de- 
cade has seen a marked beneficial 
evolution of the political system. 

Today Thailand is probably as stable 
as anywhere in the region. This may 
sound surprising. It is less than a year 
.since the last coup attempt saw tanks 
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and blood on the streets of Bangkok. 
Although there is a mechanism for suc- 
cession to Prime Minister Prem Tin- 
sulanond, no one can tell how well it will 
work and if or how the army might be in- 
volved in a transfer of power. Vaguely 
disgruntled Young (and many no longer 
young) Turks lurk in the wings. |» 

But for all these uncertainties, there 
is little doubt that Thailand's political 
system is more sophisticated than it was 
a decade ago. The generals have come 
to realise that economic and social deve- 
lopment have made the nation a much 
more complex place — one not easily 
ruled by an old-style “strongman,” least 
of all when the system of army prefer- 
ment and retirement provides a rapid 
turnover of senior jobs and discourages 
personality cults. 

At the same time civilian parliamen- 
tary politicians, while not renouncing 
their often none-too-principled ma- 


nouevrings, have learned to share 
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some bumiputra businessmen are 
heeds à that only a:select circle with 
the right business contacts and political 
connections are enjoying the fruits of 
the NEP. 

In part, the problem developed from 
a nurtured dependence on a paternalis- 
tic government during the growth years 
of the 1970s — best manifested in agro- 
based subsidy schemes. In addition, 
there came the jolting realisation in the 
1980s that the government could no 
longer afford to provide scholarships, 
employment and various forms of com- 
munity-development aid when com- 
modity prices began falling, interna- 
tional commodity arrangements came 
apart and protectionism surged in Ma- 
laysia’s most important Overseas mar- 
kets — a chain of events severely affect- 
ing the country’s exports, increasing 
foreign debt. 


aced with rumblings of discontent, 
Prime Minister Datuk Seri Mahathir 
Mohamad has been reminding Malay- 
sians of the country’s achievements 
under the National Front during his 
countrywide pre-election rounds over 
the past two months. But memories are 
short, and the government is hard- 
pressed to sustain its image when 43,844 
workers were retrenched last year and 
about 40,000 more have returned home 
from Singapore, mainly from construc- 
tion sites. 
tı Meanwhile, the civil service unions 
are demanding what they see as a long- 
overdue pay raise, demands the govern- 
ment has tried to quash for a year in an 





power with the military. Meanwhile, 
the monarchy and bureaucracy and the 
nation's relatively homogeneous charac- 
ter provide a framework for stability. 
The economy is perhaps more of a 
problem. Although this year, for the 
second year in succession, Thailand is 
likely to have the highest rate of growth 


Tank in Bangkok: stability despite coup attempts. 
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Mahathir: pre-election rounds. 
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attempt to control public spending. With 
an average two-thirds drop in prices of 
commodities produced by Malaysia, the 
government is worried about an antici- 
pated drop in tax revenue next year. 

Criticism of the government covers a 
range of issues: charges of ostentatious 
government spending, corruption and 
mismanagement of public funds; unre- 
lenting controls under the controversial 
Internal Security Act and Official Sec- 
rets Act, and proposals to turn Tamil- 
and Chinese-language schools into na- 
tional schools, an ethnically sensitive 
issue. 


in Asean, that is not necessarily much 
consolation to a population which has 
come to expect a high rate of growth. 
On the one hand hopes of rapid indus- 
trialisation have been set back by weak 
markets and a shortage of capital. 

On the other, traditional agricultural 
export earnings, which flow directly 
through to people's pur- 
chasing power, have been 
affected by low world 
prices. Thailand, as a big 
sugar and tapioca exporter, 
has been badly hurt by the 
European — Community's 
trade barriers and sub- 
sidies, and now even the 
rice industry is being 
threatened by US Govern- 
ment subsidies to its rice 
producers. These have 
more than offset the bene- 
fits of lower oil prices — 
particularly now that gas 
exploitation has reduced 
dependence on imported 
oil. 

There is concern that 
the economic benefits of 
improved political stability 
are being lost and that the 
power of the bureaucracy 
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Critics appear to have grown more 


l *| vocal in the past two years — those from 


—— parties as well as those from 
public-interest groups such as Aliran, 
the Consumers Association of Penang 
and the Environmental Protection So- 
ciety of Malaysia. However, to what ex- 
tent an increasingly literate public 
shares their views is hard to deter- 
mine. 

The government has taken an in- 
creasingly tough stance towards its cri- 
tics. Malaysia's Official Secrets Act, 
legislation originally aimed at curbing 
espionage, is now used to control the 
free flow of information. Under propos- 
ed amendments to the act, offenders 
would receive a mandatory minimum 
sentence of a year in jail. 

The dangers of a government whose 
power is unchecked by a strong opposi- 
tion — the National Front swept more 
than two-thirds of the parliamentary 
seats in 1982 — were brought home to 
Malaysians in 1983, when the govern- 
ment tried quietly to push through con- 
stitutional amendments that would have 
spelled out limits to the powers of Ma- 
laysia's constitutional monarchy. Al- 
though the issue itself is important, of 
greater concern was the government's 
near success at rushing through vital 
legislation untempered by a system of 
checks and balances. 

Malaysia's next election, due before 
April 1987, appears imminent and this 
time even the National Front expects 
less spectacular success than in 1982, 
though victory with a simple majority is 
almost a foregone conclusion. 


and the in-fighting among interest 
groups, which have had little impact on 
the agricultural and service sectors, are 
significant barriers to growth now that 
Thailand needs to broaden its industrial 
base with heavier, capital-intensive in- 
dustries. Some feel that more govern- 
ment initiatives are needed to push 
ahead with industry and attract more 
foreign capital but that the government 
only reacts rather than initiates. 

On another level there is concern 
that economic disappointments could 
lead to both nationalist and re-distribu- 
tive trends which would harm the busi- 
ness climate. Some such feelings, often 
directed at the Sino-Thai banking and 
big-business class, was evident among 
some of the younger officers during the 
abortive coups of 1981 and 1985. If 
there is a prolonged economic downturn 
producing widespread disgruntlement 
with the system, the re-emergence of a 
nationalist, authoritarian, military- 
backed regime cannot be ruled out. 

All told, however, it seems unlikely 
that drastic changes in economic policy 
will occur whatever happens on the poli- 


tical front. Thailand seems likely to | 
muddle along with sluggish but real - A 
growth until commodity prices pick up 1 
and give an overall fillip to demand. gy 
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The KMT must now deliver 
the political goods 


By Cari Goldstein in Taipei 







| rule on Taiwan, the 
| Kuomintang (KMT) 
is facing what may be 
one of its toughest 
| challenges — to de- 
liver enough political 
— EE liberalisation to satis- 
fy the demands of an increasingly 
assertive middle class, which the gov- 
ernment's successful economic policies 
have helped create. 

Up to now, the KMT has been able 
to buy political support — and an im- 
pressive degree of social stability, for 
the most part — by providing rapidly 
rising living standards which in 1985, à 
year of economic downturn, gave the 
country's 19 million people the fourth 
highest per capita income in the region, 
after Japan, Singapore and Hongkong. 

And 1986 is looking much better 
than last year for the local economy. In- 
creased demand from the US, which 
takes almost half of the island's exports, 
falling oil prices and the rising yen have 
led to a rush of new export orders. 

The government's future ability to 
ensure continued economic growth at a 
rate approaching that to which the pub- 
lic has grown accustomed is being 





BM In the 37th year of its | 


threatened, however, by the changing 
conditions of the international mar- 
ketplace in the 1980s. Increased protec- 
tionism in the US and increasingly cut- 
throat competition from China and 
other countries who can offer much 
lower wages than Taiwan are problems 
that are not easily solved. 

For five years, the government's 
proclaimed policy has been to push for 
an upgrading of the industrial structure. 
Planners would like to see traditional in- 
dustries such as textiles, shoes and 
others that depend on cheap labour 
gradually decline in importance, as 
high-technology electronics, telecom- 
munications and machinery become the 
dominant force in the economy. 

However, progress has been uncer- 
tain. Taiwan’s economy is dominated by 
small companies run by independent- 
minded businessmen who by and large 
lack the capital and expertise to shift 
into new areas. Another problem is 
that, in view of the bulging orderbooks 


many businesses are enjoying this year, | 


there is little short-term pressure to give 
up lines of business that have brought 
fortunes to some and a comfortable life 
for many others. 

In addition to its long-range econo- 





Lee puts off retirement as 
economic crisis sets in 


By Nigel Holloway in Singapore 

ED Singapore's giddy eco- 
nomic decline from 
8% growth in 1984 
to a 2% contraction 
in 1985 — the steep- 
est descent in the re- 
gion — has jolted a 









painstakingly slow transition, Around 
the time of the general election in De- 
cember 1984, when the economy was 
booming, Prime Minister Lee Kuan 
Yew spoke of retiring in four years. But 
with the economy still in steep descent, 
his plans for stepping aside appear fro- 
zen. 
Lee has already held the top job for 
nearly 27 years and, though he has 
handed over day-to-day business to men 
in their 30s and 40s, there is no doubt 
who is in charge. By staying on for a few 
more years, the prime minister may 
help to sustain business confidence. 
He can also aid the ruling People’s Ac- 
tion Party (PAP) in setting parameters 





polity that has been in | 


for political and economic transition. | 


The party has introduced younger 
people into the highest levels of govern- 
ment and has agreed to adopt a less nan- 
nying approach to a rapidly maturing 
economy. However, no minister has 
suggested removing entirely the govern- 
ment’s grip on the economy, and Lee 
continues to insist that there should be 
no move towards a two-party system. 

Lee’s PAP came to power in the 1959 
legislative assembly elections on a pro- 
gramme of social reform and rapid in- 
dustrialisation. It maintained power by 
delivering on its promises: raising living 
and educational standards and reducing 
unemployment. Singaporeans have 
been willing to accept the disciplinarian 
government because of the material 
comforts it helped to provide. Now that 
incomes are on a par with those of Italy, 
people have begun to question Lee's 
style, and criticism has intensified with 
the decline of the economy. 

Until 1984, the Lee formula continu- 





Lee in Peking: boost to confidence. meer 


mic worries, the KMT is confronted 
with a growing public sense of unease 
over the political future — especially 
surrounding the question of who will 
fill the power vacuum likely to result 
when ailing 76-year-old President 
Chiang Ching-kuo dies. Chiang domi- 
nates the political scene to an extra- 
ordinary degree, despite the constraints 
imposed on him by his health problems. 
He has sought to allay concern by em- 
phasising the constitutional process 
under which Vice-President Lee Teng- 
hui would be elevated to the presidency 
in the event of his death mid-term and 
by denying that another Chiang might 
succeed him. 


H owever, in the view of an increasing 
number of critics in business circles, 
academia and elsewhere, the problem is 











ally surpassed expectations. Over- 
whelming dominance by a single party, 
untainted by corruption, helped pro- 
duce the fastest growth in living stand- 
ards in East Asia. The recipe has not 
been disposed of. If the economy picks 
up to 4-6% annual growth by 1988, as 
the government has predicted, this may 
lessen the need for a fundamental 
change in the relationship between the 
state and the economy. But a partial re- 
covery — say, to 1-3% growth a year — 
could also strengthen official caution. 
Thus far in the current recession, the 
balance-sheet of reform as opposed to 
consolidation reads something like this. 
Two of the government's sacred cows 
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whether an ageing leadership group that 
clings to the rhetoric of 30 years ago can 
reactivate its political legitimacy. 

The KMT continues to insist that its 
abode on Taiwan is only a temporary 
expedient until the government can re- 
establish its control over the mainland. 
As a result, the democratic institutions 
enshrined in the constitution, including 
a legislature and national assembly. 
have grown creaky with disuse. Asia's 
longest-lasting martial law — in. force 
since 1949 together with other 
emergency legislation nullify key provi- 
sions of the constitution and help the 
KMT maintain its grip on power. 

Ironically, the party has had consi- 
derable success in bringing younger, 
better-educated people into its ranks in 
recent years. It is now a majority native 
Taiwanese party in terms of overall 
membership, though decision-making is 
still in the hands of mainlanders. In sup- 
plemental elections, which choose 

‘aiwan district representatives to join 
..fetime members in the legislature and 
assembly who had been elected by 
mainland constituencies in 1947 and 
1948, the KMT can generally expect to 
win 70-75% of the vote, with election 
laws and machinery heavily stacked in 
its favour. 

So far, Chiang and his close advisers 
have refused to consider measures to 
breathe new life into the democratic pro- 
cess. The question that must be answer- 
ed in the next few years is whether pub- 
lic pressure for change can be contained 
by old techniques and rhetoric. ü 


have been slaughtered: a formerly ir- 
reducible rate of forced saving through 
the Central Provident Fund and central 
wage bargaining through the Nationa! 
Wages Council. However, the govern- 
ment is seeking to tighten drastically its 
control of the creaky stockmarket and 
as slowed the divestment of state- 
wned companies. 

The government regards a report on 
modernising the economy, produced in 
February by a committee chaired by 
Lee Hsien Loong. the prime minister's 
son, as a crucial step in the process of 
self-renewal. The report says Singapore's 
deepest slump in 20 years was partly due 
to a slowdown in the US economy anda 
drop in commodity prices. 


Rees prescriptions for Singa- 
pore’s illness were absent from the 
report’s analysis. The report sees Singa- 
pore's future as a regional service cen- 
tre and implicitly recognises the need 
for free trade and cooperation within 
Asean, but much of the report's focus is 
on the republic's direct competitors - 
South Korea, Taiwan and Hongkong. 
Exports of goods and services are al- 
most twice as large as the island's gross 
domestic product, which makes Singa- 
pore uniquely prone to external shocks. 
But the reports most forceful 
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Emergent middle class 
wants greater say 


| By Shim Jae Hoon in Seoul 


# 


A quarter of a century 
after the late presi- 
dent Park Chung Hee 
| started the process of 
a military-backed au- 
| thoritarianism, South 
Korea poses the di- 
Wate EN lemma of a nation 
caught in achieving some sort of parity 
between economic and political deve- 
lopment. A growing number of the new 
middle class is beginning to challenge 
the notion that the two are necessarily 
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| incompatible. However, South Korea’s 


economic success has bred new political 


| of opposition critics like Kim Dae Jung, 
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the endeavour to put South Korea on 
the map of industrialised nations by the 
year 2000 must be tackled by civilian 
politicians with a broader base of sup- 
port than a handful of generals claiming 
a mandate through a coup. 

The main instrument of —1: 
such a view is the constitutional ame 
ment proposed by the opposition New 
Korea Democratic Party. The size of re- 
cent rallies in the major cities of Pusan, 
Taegu and Kwangju have shown that a 
growing number of the middle class is 
desirous of a broader participation in 
national politics, if not an immediate 


| change of the regime itself. 


Kim Young Sam (centre): political upheaval. 











unrest, which stems from the belief that | 


the political system has failed to keep 
abreast of prosperity. 

The recent political change in the 
Philippines is expected to spur demands 


for political liberalisation, though situa- | 
tions in the two countries have been rad- | 


ically different. While the main issue in 
the Philippines has been the long-term 
rule of Marcos exacerbated by corrup- 


tion and economic decline, that in South | 


Korea has to do with growing scepti- 
cism over the militarisation of politics. 
Like the late Park, President Chun Doo 


Hwan seized power through a coup, and | 


his political legitimacy has remained 
questioned despite his largely successful 
economic management. 

The focus of current political up- 
heavals in Seoul is thus clearly political, 
based on the belief that the level of eco- 
nomic achievement now requires a poli- 
tical plurality and structural reforms 
that would enhance liberalisation and 


fairer distribution of wealth. In the view | of who will succeed him and how. 








| 





In the face of such challenges the 
government's credibility in the eyes of 
the people has worn thin. For instance, 
Chun has repeated the same argument 
exhausted by Park in justifying the need 
for stability at all costs: threats from the 


_ North and economic uncertainty. 


A hone South Korea does face 
some major long-term problems, 
like reducing the dependence on the US 
market, it is currently in a very strong 


| position, benefiting from the very fac- 


tors — falling oil and other commodity 
prices — which are hurting Southeast 
Asia. Having survived the two oil and 
debt crises of the 1970s it now looks set 
for a period of relatively favourable en- 


l vironment with a comfortable balance 


of payments and stable prices. How- 
ever, if should be aware that growing 
protectionism in the West and the col- 
lapse of commodity prices could induce 
a recession. 

While most South Koreans remain 
aware of their critical dependence on 
the global economic recovery, it is also 
dawning upon them that a broader-based 
civilian regime might better deal with is- 
sues such as industrial restructuring and 
internationalisation of the economy. 

The current opposition offensives on 
the issue of direct election of the next 
president will test how far South.Ko- 
reans are willing to back their demands 
for more liberalisation. And the way 
Chun chooses to deal with them — whe- 
ther by persuasion or by a harsh crack- 
down — will determine how stable his 
remaining term in office will be. More 
important, the country today has 


| neither the institutional system nor the 


political culture conducive to ensure à 
smooth succession of leadership — no 
president since independence has step- 
ped down peacefully at the end of his 
term. As Chun nears the end of his te- 
nure in 1988, the country has no notion 
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analysis was concentrated on domestic 
economic failures, though it does not di- 
rectly address the question of how much 
blame for the crisis can be put on exces- 
sive government intervention. Ministers 
would argue that self-criticism was im- 
plied throughout the official report. Yet 
a more rigorous analysis of past govern- 
ment mistakes would have helped those 
who have argued most consistently for 
less official control. Immediately after 
the report’s publication, First Deputy 
Prime Minister Goh Chok Tong indicat- 
ed that the time for critical self-examina- 
tion was over. “The time must come 
when we should get to work,” he said. 


LI 


etree 


So far, the government has received 
the broad acquiescence of Singaporeans 
for the measures to restore the econ- 
omy's momentum. Local businessmen 
and young professionals have been the 
most critical groups, but their com- 
plaints have been blunted by the lack of 
credible alternative policies from oppo- 
sition politicians. 

In the short run, this may encourage 
those with jobs to rally behind the, gov- 
ernment. But in a country with no un- 
employment benefits, a prolonged 
period of big job losses is likely to 
undermine support for the PAP. Un- 
employment reached 6.1% in: March 
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1986, its highest level since 1970 and 
more than double the rate in mid- 
1984. 

In the 1984 election, the ruling party's 
share of the vote fell by 13% to 6395. At 
that time, there were few signs that Sin- 
gapore's economy would stumble, yet in 
the four previous elections, the PAP's 
share had never fallen below 69%. This 
suggests that the electorate wants a big- 
ger variety of voices to be heard in nari 
ament, even if it is not yet ready for a 
change of government. With less experi- 
enced political leaders in the limelight, 
the economic slump will have drained 
government authority further. 


COMMENT 


By Richard Nations 


E The post-Marcos enthusiasm for demo- 
cracy has caused even US President Reagan 
to formally modify the *Reagan Doctrine" 
| when he wy mpg before congress that 
henceforth the US would not only back 
anti-communist Third World insurgencies, 
but *oppose tyranny in whatever form, 
| whether of the Left or the Right." 
Now there are signs that other Western countries are in a 
mood to promote a democratic alternative in Asia. Intended 
to buttress his saggin g prestige at home, the recent 11-day 
tour of Western Europe caused unexpected embarrassment 
to South Korean President Chun Doo Hwan, who was faced 
with calls from his European hosts to further democratic re- 
forms and improve the climate for human rights. 

Asia is ripe to test the Reagan Doctrine Mark II: where 
succession crises loom in a number of authoritarian regimes 
with no heirs-apparent, there are also more-or-less pro- 
Western middle class opposition movements. Unlike the in- 
herently unstable regimes of the Middle East and Africa, 
democratic alternatives do exist in many Asian countries, of- 
fering, thankfully, a way out of the Kirkpatrickesque choice 
between rightwing dictatorships and the Marxist deluge. 

But a fresh Western campaign for democracy or human 
rights could do more harm than good to the cause of liberali- 
sation. First, the Philippines itself — which is widely cited to 
illustrate how painless the solution to succession crises today 
can be — demonstrates instead how deep-rooted the prob- 
lem is. However popular President Corazon Aquino now is, 
the Philippines is governed by personalised rule backed 
by arbitrary power. Constitutional democracy, rule of law 
and an institutional mechanism for the transfer of power, still 
remain only promises, if now more credible ones. 

Secondly, public pressure from the West to liberalise could 
backfire. Isolated and humilitated by Western powers, Asian 
autocrats are less likely to make concessions to popular de- 
mands than to cover their weakness with repressive violence 
in hopes of restoring declining prestige. 

The West’s greatest contribution to easing the region’s 
transition crises — the only one it can readily make — is on 
the economic front. Those pro-Western and liberal middle 
classes now agitating for a share of power in Asia were virtu- 
ally brought into being by the IMF-type opening to integrate 
local economies in the world market; a continuing pro- 
tectionist squeeze on Asian exporters will not soften the suc- 
cession struggle, but only sharpen and radicalise it. 

Preventing further spread of protectionism is not enough. 
Taiwan and South Korea are still successful despite industrial 
countries’ barriers to manufactured imports. Admittedly, 
the ability of such countries to export to the rest of the region 
would be increased by reducing their own barriers against 
Asian products. But the chaos created in world markets as di- 
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verse as sugar, rice and palm oil by the combination of 
domestic protectionism and export subsidies in the industrial 
countries is particularly damaging to Southeast Asia. 

Agreement at the Tokyo summit to bring trade in agricul- 
ture within the ambit of the Gatt would be a positive step. 
Other positive steps would include agreement on continuing 
the internationalisation of the Japanese economy and a coo 
dinated push to lower interest rates. 

Next, the West should pursue a two-track policy striking 
an outward posture of benign neglect and — where there is 
reasonable expectation that outside influence can have effect 


| — discreet but firm diplomatic pressure to strengthen an in- 


stitutional transfer of power. This is the course that Washing- 
ton — to its credit — took with Marcos, and it makes sense 


| elsewhere in Asia as well. 


Far less face is lost when foreign governments endorse an 
autocrat's constitutional commitments to transfer power — 


| elections, vice-presidency, retirement time-tables, etc. — 


than when they openly support his democratic opponents, 
p and the effect may be as positive. 
Moreover, constitutional provi- 
sions to transfer power — however 
devoid of real political content — 
can provide the focus to crystallise 
nebulous opposition forces and 
gain indirect diplomatic support. 
Moreover, emphasis on the 
transition mechanism can help to 
depersonalise the political strug- 


target of popular discontent no 
that the opposition has shifted tl 
focus of its struggle to the demand 
for direct presidential elections in 
1988. 

Nationalist sentiment in the re- 

pn; gion is too strong to make overt 

Western interference in Asia's transition process a viable po- 
licy, despite the promise of short-term payoffs from openly 
siding with popular opposition movements to isolate declin- 
ing dictators. 

Attacked from both Left and Right for its role in Marcos' 
demise, the US position in the Philippines today illustrates 
how quickly foreign patronage can backfire on moderate op- 
position leaders once they come to power. While Marcos' 
Kilusang Bagong Lipunan party is demonstrating in front of 
the US Embassy for “betraying” Marcos, the Filipino Left 
has already raised the slogan condemning the “Cory-Reagan 
dictatorship." 

Western democratic leaders will feel that public support 
for fig-leaf constitutions designed to buttress Asia's dictators 
is a spineless policy which only evades the basic power issues 
at stake. But in Asia this course best serves the cause of 
liberalisation, precisely because of the inherent —— 
strong sense of nationalism and sophistication of the middle 
classes throughout the region. ü 
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U.S.A. for Sale..$240. 
ISA PASS 


If you've got a vacation coming, pick the airline with the 

best deals going. Northwest Orient 

We've put America on sale with our super-saver U.S.A. 

Pass. O vacation cities in the continental United States for 
low as $240" Or, for the very adventurous, unlimited 

travel throughout the greater United States and Alaska D 

for just $440" = 





" All fares in U.S. dollars. Offer valid only for round-trip transpacific passe ngers. Pass 


Hard to beat? You bet. Call Northwest Orient or your travel valid for 45/60 days maximum and must be purchased prior to arrival in the U.S.A 
agent for more information today. Limited fare not applicable in Japan/Guam. Other rules and regulations apply 
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Our hotels have already 


made a name for themselves, now we’re 
giving them a name. 


The Hongkong Hotel 
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Introducing Marco Polo International No other hotel group offers the same 
Hotels. service. The same choice locations. The 
Actually you already know us. saine reliability. And now, under our new 
We're The Marco Polo Singapore, The name, the same commitment. 
Hongkong Hotel, The Marco Polo Hong Kong, We're dedicated to building on our 
and The Prince Hotel. strengths to serve you even better. 





Marco Polo International. 
Now that you know our name, we would be honoured c3^ 
to get to know yours. 
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The Prince Hotel 


Hong Kong 





€ WHETHER or not the US gave 
Moscow adequate information to en- 
able the Soviet Union to prevent the 
bombing of a Berlin disco is a matter for 
dispute, but the West German chancel- 
lor was persuaded that Libyan terrorists 
were responsible. A headline in 
Taiwan's China Post put rather a differ- 
ent slant on the matter: 


Kohl sees signs of Libyan 
behind in disco bombing 


€ PRESIDENT Reagan's Libyan ad- 
venture has made travellers uncomfort- 
ably conscious of air safety, but I doubt 
if many visitors to China were reassured 
by a recent edition of China Pictorial 
which ran an article on the national air- 
line, CAAC. In places it was disarm- 
ingly frank: *Like many other enter- 
ises in China, the CA AC is streamlin- 
g its unwieldy administration to meet 
the needs of China's modernisation 
drive." But elsewhere the piece com- 
mitted itself to the following disingenu- 
ous claim: “The CAAC has always put 
safety first, and in 30 years of flying it 
hasn't had a single serious accident." 
As Don Cohn, who spotted this as- 
tonishing statement, remarks, what on 
earth did the word serious mean to the 
writer. Let's just take the past few years 
and those CAAC accidents we know 
about: in April 1982 a Trident hit a hill 
near Guilin killing all on board — a total 
of 112 people. Later that year a CAAC 
Ilyushin-18 caught fire, leaving 23 dead. 
In September 1983, again at Guilin, a 
Trident taxiing on to a runway for take- 
off was hit by a fighter aircraft which 
was landing, killing 10 people, while in 
January last year a CAAC Antonov An24 
crashed while landing in bad weather at 
Jinan, killing 38 of 41 people aboard. 
I can only assume that none of these 
zdents was regarded by CAAC as 
serious. 
€ ANOTHER China traveller, 
Stephanie Mitchell, believes that she 
witnessed a miracle aboard a CAAC 
Ene recently. Boarding one of the 
ights, she noticed that the airline was 
following the lead of other carriers in 
playing a videotape of safety instruc- 
tions rather than making the cabin crew 
don lifejackets and point out the exits. 
She writes: “The video appeared to be 
an endless loop and few of us who had 
already boarded could really be said to 
be paying much attention. After hear- 
ing it a few times, in both Chinese and 
English, I glanced up to view the video, 
which had just started again. Imagine 
a —— as we were informed, by 
syllables flashing one after the other on 
the screen, that what we were about to 
see was an... “Inflight Annunciation!” 
€ WHENEVER I have visited China, I 
have always enjoyed the traditional 
Chinese courtesy and hospitality (well, 
a couple of trips in the early 1960s as the 
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country was winding up for the Cultural 
Revolution had their uncomfortable 
episodes). But the leaflet which awaits 
the guest in one of the new hotels hardly 
strikes a welcoming note: 


HOTEL REGULATLONS 

1. Dear Overseas Chinese, Compatriots 
from Hongkong Macao and Foreign Guests. 
please Come to Reception Office and pre- 
sent your Passport when offecting room re- 
servation. 

NO reception without regular procedures. 

2. No Substitutions and additions are al- 
lowed without Hotel permission. 

3. Please take Carte of your personal be- 
longings. The guests may deposit their lug- 
gage in the cloak room. Lock the door keep 
the key when you go out, If you lost the key 
as soon as possible report it to attendant and 
you are financially responsible. 

4. TO make a local call, please dial zero 
first, then the unmer you want. TO make a 
long distance call, you can dial 113 tell the 
address and the phon number you want. 
Then the number of our hotel is 25163, the 
phone number in your room is just Same to 
the room number, The fee for long distance 
call at the Reeception office. 

5. Please take good care of furnishings in 
the rooms and you are finacially responsible 
for any damage caused by negligence, In- 
famma ble, explosive or utherwise hazard- 
ous items are not allowed in the hotel. 

6. For keeping quiet f rapa not to sing 
and dance in lobby, corridor and rooms, 

7. Please keep clean and don’t have your 
Slippers in the Dining-room. Please niot to 
shift furnishings . . . 

8. If the guest wishes to remain after 
12:00 noon and leave before 6:00 p.m., then 
a 1/2 day's accommobation fee wiu be 
ctarged; after 6:00 p.m. the fullf accommo- 
dation fee wik be charged; after 6:00 p.m. 
the full accommodation fee will be levied. 

9. As the door keeper lvik be off duty at 
10.30 pm, the main door will be locked, If 
you, our guest, will bu our later, please in- 
form us so that we can arrange for Someone 
to open the door. 

On the other hand, some establish- 
ments do try, as demonstrated by this 
notice which Ee shoppers, includ- 
ing Christine Pemberton, at the Canton 
Friendship Store: 

YOUR ARE WELCOME TO 
ELECT FINESHOP ASSISTANTS. 
Dear Guests, 

Our store is performing a service compet- 
ition on “fair trade, best service, and cour- 
ey & and convenience to guests." We hon- 
estly invife guests to give us valuable sugges- 
tions and to elect fine shop assistants who 
make you satisfactory according to the fol- 
lowing. 

1. Greet guests warmly and initiatively, 
say “three words” (greeting, response to 
guests’ questions, and farewell) well to 
guests. Speak gently. Behave politely to- 


wards poe. 

2. Introduce guests articles in detail. 
Help guests choose articles. Make every- 
thing convent to guests. 

3. Skillful business. Accurate change. 
And article packing in a quick, proper and 
firm manner, 

4. Keep neat and clean looks. Manage 
counters well don't delay guests because of 
privae affairs. 

Guangzhou Friendship Store. 





€ DINERS at Peking's Moscow Res- 
taurant, on the other hand, could be 
understandably confused when using 
the toilets as Maria Sudecum and Hal 
Fisher illustrate with photographs; the 
Ladies' room is quite clear: 








Unfortunately, the sign-painter evi- 
dently assumed that the ‘W’ in WC 
stood for Women, and so for the Gents 
he thoughtfully altered one letter: 


Or, perhaps the sign-writer was a 
feminist, with Male Chauvinists on her 
mind. 
€ GUESTS at the new Foreign Trade 
Centre Hotel in Fuzhou, Fujian pro- 
vince (which offers very comfortable ac- 
commodation, according to Peter Nic- 
kerson) should have been neither con- 
fused nor nervous: 

Dear Guests: 

We'll hold a fire drill from 14:30 pm to 
15:30 pm on 4 December 1985. Please don't 
be nervous when you hear the fire alarm and 
toot. 

Thank you! 

F.T.C. Hotel. 
€ ALL in all, contemplating the im- 
mensity of China's task of modernisa- 
tion, one feels it has great need of a cer- 
tain Zhuhai office, recorded by Heinz 
Rust: 
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FOREIGN RELATIONS 


The sunshine scenario 


Symbolism, not substance will mark Reagan visit 


By Nayan Chanda in Washington 


resident Reagan's forthcoming trip 

to Bali (which will combine a bilat- 
eral meeting with Indonesian President 
Suharto and a joint meeting with Asean 
foreign ministers) promises to be a sym- 
bolic high point in US-Asean relations, 
but is not expected to herald any policy 
shift towards the region. However, the 
brief visit will provide Asean leaders 
with an opportunity to go over the heads 
of their bureaucracies and impress upon 
the US president the matters of their 
concern. 

As a senior US official put it to the 
REVIEW: "The medium is the message. 
The fact that President Reagan is mak- 
ing this trip sends a message about the 
high value we attach to our relations 
with Indonesia and the importance we 
accord to Asean. But don't expect 
anything earth-shattering [from the 
visit |." 

While the visit may be rich in cere- 
mony and short on substantive discus- 
sion, officials hope that TV coverage, 
especially of Reagan's opening address 
to Asean foreign ministers, will help 
promote the image of the grouping in 
the US. 

In what officials described as a 
"scene-setting speech" on the eve of his 
departure from Los Angeles on 25 
April, Reagan was expected to hail 
Asean as an example of political free- 
dom and economic success in contrast to 
the misery of the state-controlled 
economies of Indochina. At the same 
time Reagan is also expected to hold out 
the possibility of an improvement in 
US-Vietnamese relations if Hanoi 
chooses the path of political settlement 
rather than military occupation in Cam- 
bodia. 

While the administration is doubt- 
less interested in demonstrating solidar- 
ity with Asean, the fifth largest trading 
partner of the US and a showcase of 
successful free-market economies so 
dear to Reagan’s heart, the visit is also 
aimed at soothing Indonesia's ruffled 
feathers. 

Suharto was reported to have been 
upset by the abrupt cancellation of a 
1983 Reagan visit to Jakarta when, in 
the wake of the assassination of Philip- 
pines opposition leader Benigno 
Aquino, the entire Southeast Asian leg 
of an Asian trip was scrapped. 

Although at the time a top US offi- 
cial expressed private irritation at what 
he called Indonesia's “over-sensitive- 
ness,” the arguments of other officials 
about the need to reinforce ties with 
Jakarta have prevailed. By choosing the 
holiday resort of Bali rather than the 


Suharto; Reagan: soothing ruffled feathers. 


capital as the venue for both the bilat- 
eral and Asean meetings, the US has 
also sought to avoid giving offence to 
other Asean countries, especially Thai- 
land, which was also on the itinerary for 
the 1983 visit. Bali is also an ideal spot 
for the 74-year-old president to rest be- 
fore heading to Tokyo for the indus- 
trialised nations' summit. 

In fact, concern about the presi- 
dent's health has led the US to plan a 
very light schedule for the three-day 
visit. Reagan will leave Washington on 
25 April and reach Bali on 29 April after 
a two-day rest in Honolulu. After 
another two-day rest Reagan will meet 
Suharto and the Asean ministers on 1 
May for a total of about three hours and 
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attend a private lunch with Suharto and 
a banquet. On 2 May he will leave for 
Tokyo. 


Ithough Asean and US officials have 
assembled voluminous materials 
for discussion, given the limited time 
Reagan will spend in talks the agenda is 
likely to be reduced to discussing broad 
strategic and economic issues rather 
than specific complaints of Asean. US 
officials expect Cambodia to be a major 
subject of discussion both in the 
Reagan-Suharto talks and the meeting 
with Asean foreign ministers. In con- 
trast with the situation last year, when 
Asean collectively appealed for US 
material assistance to be provided to the 
non-communist factions of the Cambo- 
dian resistance, and Singapore in parti- 
cular urged the US to play a more active 
role, there is little such talk now. 
Apart from the fact that the US has 
responded to that call by appropriating 


US$3.3 million in aid for the resistance, 
the political disarray of the Son San-led 
Khmer People's Nátional Liberation 
Front seems to have weakened the argu- 
ment for greater US involvement in sup- 
port of that movement. 

However, Asean has asked the US to 
lend its formal support to an eight-point 
p proposal on Cambodia presented 

y the coalition government. Although 
Vietnam has rejected the offer, Asean 
seems to believe that this is not final and 
that US backing for the proposal may 
strengthen its appeal. While the US 
would like to appear supportive of 
Asean on that issue it has, nevertheless, 
serious reservations about the propo- 
sal's suggestion of a four-party govern- 
ment including the Khmer Rouge. 

Reagan is expected to tell Asean 
leaders that while the US would support 
a political settlement that would lead to 
a ceasefire, the withdrawal of Vietnam- 
ese troops and a free election under UP 
supervision, it could not accept a returi 
to power by the Khmer Rouge. In the 
US view, the fact that the coalition pro- 

AP 








posal rules out the disarming of Khmer 
factions and the introduction of a peace- 
keeping force makes a Khmer Rouge 
return inevitable after the withdrawal of 
the Vietnamese. 

Reminded that the latest US position 
is identical to that Asean presented at 
the 1981 International Conference on 
Kampuchea but later abandoned in the 
face of US and Chinese opposition, a 
senior official quipped: “Life is full of 
irony." However, officials insist that the 
difference with Asean on this issue is no 
more than a matter of nuance because 
Asean also does not want to see the re- 
turn of the Khmer Rouge. While Asean 
wants to see their elimination through a 
free election, the US finds any arrange- 
ment that gives them a role in public life 
abhorrent. 

Asean is expected to raise the diffi- 
culty of first-country asylum for In- 
dochinese refugees in the light of strin- 
gent criteria applied by the US. Asean's 
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problem, one officia] explained, is that 
it wants the US to relax its rules and ac- 
cept refugees still lingering in its camps 
as long as such a. move does not give 
further encouragement to the exodus 
from Vietnam. Reagan is likely to tell 
Asean that the US sympathises with 
their problems and is prepared to bend 
its rules to accept refugees who had ear- 
lier been rejected for settlement. 

US officials expect Asean countries, 
especially Malaysia, to seek an assur- 
ance from the US about its military sales 
to China. A recent US decision to sell 

China US$500 million-worth of equip- 
ment, in particular engines and 
weapons systems .to upgrade the 
Chinese navy, has caused concern in 
Malaysia and Indonesia. Reagan will as- 
sure Asean that the US is fully aware of 
Asean's security interests and sold only 
carefully selected defensive weapons to 
China. Moreover, Reagan will tell 
“sean that the US policy of cooperation 

ith China is aimed at encouraging Pe- 
king towards the path of moderation 
and helping avoid wild flip-flops in its 
policy, which are not in the interests 
either of the West or its Asian neigh- 
bours. 


HR eagan, for his part, is likely to draw 
the attention of Asean to the grow- 
ing Soviet presence in the Pacific, where 
Moscow has deployed its largest fleet, 
and seek ifs cooperation in containing 
it. Other than stationing an increasing 
number of aircraft in Cam Ranh Bay in 
Vietnam, Reagan will tell them that the 
Soviets have also increased their de- 
ployment of SS20 medium-range mis- 
siles targeted on Asia. 

On economic issues, Reagan will 
seek the views of Asean countries so 
they can be presented at the Tokyo sum- 
mit. He will also reaffirm his belief in 
free-trade and point to his veto of the 
"^nkins Bill, which threatened to close 

e US textiles market to a number of 
Asian countries, including Malaysia 
and Indonesia. Reagan will remind 
Asean of the growing concern in the US 
over the mounting trade deficit (in just 
four years the US deficit with Asean has 
risen by 240%) and stress the need for 
Asean to take measures against com- 
puter software piracy and copyright vio- 
lations, which cost the US millions of 
dollars. 

Thailand is almost certain to draw 
Reagan's attention to the problem faced 
by its rice exporters due to the US Farm 
Bill. Reagan is expected to promise 
Thailand some flexibility in the applica- 
tion of the bill that would reduce any 
possible Thai loss. Administration 
sources expect Singapore to propose the 
signing of a free-trade agreement be- 
tween the US and Asean. The US re- 
sponse in that case would be to consider 
the idea in the future but urge Asean to 
give its full support to the convening of a 
new round of Gatt trade negotiations to 
fight off the threat of protectionism. KJ 
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Hertz. | 


Travelling overseas? Then book your Hertz car | 
before you go, to get our special Affordable rate. x 
It’s so low, that in many cases it’s not even available 
to the people who live there. 

Yet, you'll still enjoy the service, reliability and 
range of cars that Hertz is famous for at over 4,500 
locations, including more than 2,000 
airports, in over 120 countries. 

And Hertz Affordable rates are 
guaranteed. The rate we quote you 
here, is the rate you'll pay there. 

Call Hertz or your travel agent 
and see how a little pre-planning at 
home, can mean big savings abroad. 
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Pressure tactics 


Bhutto pushes for polls and plans a party revamp 


By Husain Haqqani in Islamabad 


pen: opposition leader Benazir 
Bhutto is building up pressure for an 
early general election in the country, 
following her triumphant return from 
exile. Associates say Bhutto might call 
upon MPs and provincial legislators — 
elected on a non-party basis — to resign 
their seats as part of a strategy to force 
party-based elections. Although the 
government has rejected calls for mid- 
term polls, saying the assemblies will 
complete their term in 1990, resigna- 
tions by MPs could affect its plans. 
Since her return, Bhutto has distin- 
guished between President Zia-ul Haq's 
“military regime," which she says “must 
go immediately” and Prime Minister 
uhammad Khan Junejo’s civilian ad- 
ministration which she admits could be 
a. “stepping stone for transfer of power 
to elected representatives of the peo- 
ple.” By demonstrating her popular ap- 
— the daughter of late prime minister 
ulfikar Ali Bhutto expects to convince 
enough parliamentarians of the need for 
fresh elections as an alternative to being 
aes e aside by a populist wave. 
ccording to a leading member of 
Bhutto’s Pakistan People’s Party (PPP): 
“The choice for Junejo and his col- 
leagues is simple. They can negotiate 
over the timetable for new elections and 
save their political future or go down 
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with Zia as we increase pressure on him 
to resign.” 

Bhutto has offered PPP membership 
to MPs resigning from parliament now 
and this could attract former party 
members who were expelled for con- 
testing Zia’s non-party polls under mar- 
tial law. Several MPs belong to political 
families known for switching allegiances 
and would not hesitate to do so if they 
thought Bhutto’s success inevitable. 

But political observers point out that 
it is not yet clear whether Bhutto can 
force fresh elections and also whether 
the PPP would be able to win, if these 
are held at this stage. Bhutto has at- 
tracted large and enthusiastic crowds 
throughout Punjab and will continue to 
hold massive rallies during her tour of 
Sindh and the North-West Frontier Pro- 
vince. But the government's tolerance, 
coupled with Bhutto's insistence on 
peaceful transition, has prevented the 
rallies from becoming confrontational. 

Officials argue she would not be able 
to mobilise such large crowds after her 
current trip through the country and if 
she does, it would be virtually impossi- 
ble to keep them peaceful. Failure to 
force concessions from the government 
after massive shows of strength will pre- 
vent cautious establishment politicians 
from joining the PPP, while an outbreak 


Spies in the butter 


Lange waivers on jailed French agents because of import embargo 


By Colin James in Wellington 


» rime Minister David Lange is walk- 
ing a tightrope between public hos- 
tility to the release of the French agents 
jailed for their part in the July 1985 

mbing of the Greenpeace protest 
boat Rainbow Warrior and economic 
damage if France maintains its virtual 
trade embargo of New Zealand goods 
to force their repatriation. Twice in 
April he has appeared to wobble on the 
Issue. 

The trigger was the reopening of 
negotiations between the two countries 
— at Wellington's instance to obtain 
compensation for the bombing and sub- 


ce qur lice and salvage operations, 
and at Paris' to obtain the release of 
their agents, Alain Marfart and 


Dominique Prieur, now serving 10-year 
sentences for manslaughter of a photo- 
grapher who died as a result of the blast. 


34 Xs 


The pair admitted the charge in court 
last November. 

French Prime Minister Jacques 
Chirac harked back to comradeship in 
arms in two world wars in remarks to the 
French National Assembly: “Whatever 
the circumstances of their arrest and the 
reasons for their arrest and the reasons 
for their sentencing, I refuse to imagine 
that a settlement cannot be reached 
with a country which was our brother- 
in-arms in two world wars," Chirac said. 

Coming after warnings by his Trade 
Minister Michel Noir and Agriculture 
Minister Francgis Guillaume that trade 
sanctions might be stepped up and New 
Zealand's quota for butter imports to 
the EEC stopped, Chirac's comments 
sounded conciliatory. 

Lange took heart from them: by the 
next day, 11 April, he was conceding 


is: i? 
of violence could result in military ac- 
tion. 

Bhutto could resort to peaceful crvil 
disobedience but for that she needs to re- 
organise her party so that its popular sup- 
port can be channelled into non-coopera- 
tion with the authorities at all levels. 

Bhutto is apparently conscious of her 
party’s organisational problems and 
aides say she will attend to internal 
party matters soon after her swing 
through the country. In the middle of 
May mass political activities will sub- 
side due to Ramadan — the Muslim 
month of fasting — giving her the op- 
portunity to hold indoor meetings. 

The PPP has always suffered from 
factional squabbles at district and pro- 
vincial levels and lacks a proper chain of 





that negotiations had resumed and in- 
cluded the question of the agents. 
Further, Lange indicated that it was 
possible the agents could be transferre* 
to military detention in France or Ne 
Caledonia, if suitable assurances could ` 
be obtained that they would not be re- 
leased. “We have reached a point where 
substantial progress has been made and 
we are talking. I don’t think a resolution 
will be quick — it is a major issue. But it 
is important we examine all pos- 
sibilities,” Lange said. 


his was a far cry from Wellington's 

previous flat refusals to consider re- 
patriation as tantamount to setting free 
criminals about whom there is continu- 
ing outrage in New Zealand. It is feared 
here that the French view — that they 
are merely soldiers who were following 
orders and therefore should not be im- 
prisoned — would lead to irresistible 
pressure on the French Government to 
release them once they are home. 

But by 13 April Lange had drawn 
back from the repatriation possibility. 
On a BBC radio talk-back show, he . 
answered a French questioner: “We do 
not have for sale any prisoners in New 
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command. During his years in power 
i ! Bhutto's fath A tried to t eve opa | | 
structure with the help of locally, im 
fluential feudal politicians, many of 
whom have now deserted the party.or 
are waiting on the sidelines. Bhutto has 
declared her intention to reorganise the 
party with the help of younger activists 
who bore most of the hardships under 
martial law instead of depending on old- 
guard colleagues of her father. 


B hutto recently emphasised the need 
of building an ideologically cohe- 
rent party saying: “The PPP's fall came 
because the party structure collapsed in 
1977. If we don't strengthen the party 
structure, I could end up hanging too." 
A major challege to Bhutto's leader- 
ship from within the party will come 
from the alliance between two of her 
father's lieutenants: former Punjab gov- 
ernor Ghulam Mustafa Khar and Sindh 
party chief Ghulam Mustafa Jatoi. Khar, 
who was once named by the late Bhutto 
ag his political heir, fell out with him in 
thé mid-1970s but was reinstated after 
1977. Hé was sentenced inabsentia by a 
military court to 14 years' imprisonment. 
Jatoi is the most important party 
leader to have stayed in Pakistan and is 
widely respected, especially in Sindh. 
He is considered a PPP moderate and 
was twice offered the job of prime 
minister by the martial-law regime and 
turned it down. Jatoi and Khar resent 
Bhutto's preference for younger, previ- 
ously unknown leaders and have de- 
manded elections within the party. 
Khar's supporters are fighting a legal 
battle to have the military court's sen- 
tence against him revoked paving the 
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nge: walking a tightrope. 


Zealand and there will not be a release 

to freedom before the process of law has 
been observed. 

“If there is to be any form of release 

it will be after a substantial period of im- 

eign has been served in New 

and, a period not inconsistent with 


ci. 
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two leaders could float a separate party, 
—— a rival PPP, if their demands 
or intra-party reform are not met. 

Although Jatoi has denied im- 
mediate plans of leaving the party he 
has not dismissed the possibility of es- 
tablishing a new political group» He 
stayed away from Bhutto's recent re- 
ception in Lahore though all other pro- 
vincial party chiefs showed up, and is 
leaving for an overseas trip on the eve of 
Bhutto’s arrival in Sindh. In a recent 
statement, Jatoi criticised what he 
termed “dictatorial tendencies within 
the party" and objected to Bhutto's 
nominations for lower-level party offi- 
cials. The Sindhi leader has also been 
reported to have contacted MPs and 
other politicians in connection with his 
new party, leading his opponents within 
the PPP to demand his expulsion. 

Apart from the challenge from the 
moderates, Bhutto also runs the risk of 
alienating leftwing PPP militants 
through A pronounced softness vis-à- 
vis the US and her assurances that the 
party will refrain from anti-business 
policies if it returns to power. 

For the moment, Bhutto is the PPP's 
greatest crowd puller and the party ap- 
pears to draw its support through her 
charisma. But local barons like Khar 
and Jatoi as well as other factional lead- 
ers could become very important in the 
event of a general election and with- 
drawal of their support could threaten 
Bhutto's plans for a peaceful transition 
through polls. It could also disrupt a 
civil disobedience campaign, should the 
opposition choose this route to force po- 
litical change. ü 


that which a normal prisoner could ex- 
pect to serve before there was a change 
in the way in which they were detained, 
and it will not be to freedom." Under 
normal processes in New Zealand, the 
pair would not be liable for parole for 
five years of their sentence, but Lange 
has not ruled out the possibility of some 
change in the form of their detention, 
perhaps to a military centre. 

He noted: "There is no settlement at 
hand. It will involve a long period of 
negotiation about compensation." 

Lange also agreed on the program- 
me that the trade embargo, which has 
stopped New Zealand imports to 
France and threatens a total trade of 
NZ$200 million (US$110.8 million) a 
year to that country — not counting the 
possible loss of butter sales to the EEC 
— isa high price to pay for a principle of 
justice. "But if we don't pay it, we be- 
come simply a client state, and any na- 
tion can conduct crimes in New Zea- 
land, apply economic pressure and then 
render us absolutely impotent — take 
away our nationhood. I think any prin- 
ciple has to be paid for. When you are 
small you have to pay a heck of a lot 
more for it." ü 
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Brief Introduction - 

Our Corporation is one 
of the leading exporters in 
China, specializing in the 
following products: 

Glassware, Enamelware, 
Aluminiumware, Vaccum 
Flask, Toys, Shoes, Clocks 
and Watches, Haberdashery 
and Hardware, Cosmetic, 
Leather Products, Paper 
and Paper Products, 
Stationery, Sporting and 
Camping Goods, Plastic 
Products, Musical 
Instruments, Electrical 
Appliances, Bicycles and 
Spare Parts, Building 
Materials, etc. 

We also undertake joint 
venture and technical 
cooperation with overseas 
associates and supplied 
materials processing, as well 
as manufacture according to 
clients’ samples or under 
clients' brand name. 

Your orders and 
inquiries are most welcome. 
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CHINA NATIONAL LIGHT INDUSTRIAL 
PRODUCTS IMPORT & EXPORT CORP 
JIANGSU BRANCH 
1 Bai Xia Road, Nanjing, China 
Cable Address "INDUSTRY" NANJING 
Telex: 34105 INDNK CN 
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By Mervyn de Silva in Colombo 


he Indian scholar, Ashis Nandy, 
made some interesting points about 
cricket at a press conference in Colom- 
bo, a few days after he gave a lecture, 
intriguingly entitled “Cricket, national- 
sm and the banishment of a prince.” He 
ad said: “Cricket is a very complicated 
game. I have always believed that cric- 
‘ket is an Indian game accidently dis- 
‘covered by the English.” If his lecture 
ttracted an audience more numerous 
nd assorted than the sponsors or the 
peaker had anticipated, the reasons 
were hardly a secret. 

. Outside, the John Player Asia Cup 
ournament was in progress with Sri 
-Lanka, a relatively new claimant to test 
Status, battling with the powerful Pakis- 
tan team. And already it had become 
clear to cricket crazy South Asian 
crowds that their politicians were con- 
vinced cricket was far too serious a busi- 
ness to be left to the players. 

.-. V was the Indian Government, not 
—the country's Board of Control, which 
= had cancelled the visit of captain Kapil 







































tions” were not “conducive” was the 
lame diplomatic excuse. The actual mo- 
tive was transparently obvious. New 
-. Delhi was delivering a carefully calcu- 
.*lated rap on Sn Lankan knuckles for 
reasons that had nothing to do with 
cricket. 

^ Since January, Colombo and New 
Dethi have been engaged in an increas- 


- Dev and his team to Sri Lanka. “Condi- . 


Agame of princes, 
pols and gentlemen . 
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ingly acrimonious and shrill battle of 
words over the island's ethnic conflict 
and violence. After the anti- Tamil riots 
in July 1983, then prime minister Indira 
Gandhi offered India's “good offices" 
to help resolve an issue which deeply 
concerns an Indian federation that in- 
cludes the populous (50 million) south- 
ern state of Tamil Nadu. 

With an even greater earnestness her 
successor Rajiv Gandhi assumed the 
role of mediator. Lately New Delhi, and 
finally Gandhi himself, began to doubt 
the sincerity of Sri Lanka's commitment 
to a negotiated settlement. By March, 
India was accusing the Sri Lankan army 
of “genocidal intent” and Colombo was 
charging New Delhi with turning a blind 
eye to the activities of expatriate Sri 
Lankan separatists and armed groups in 

Tamil Nadu. The cancellation of the In- 
dian team’s visit came soon after Gan- 
dhi had publicly withdrawn from the 
mediator role. 

While Sri Lanka denounces India for 
giving sanctuary to “terrorists,” India’s 
Defence Ministry in last month’s report 
to parliament on future defence needs 
found something sinister in the “grow- 
ing nexus" between Sri Lanka and 
Pakistan. Several hundred Sri Lankan 
service personnel are being trained in 
Pakistan, the only country in which Co- 
lombo has a military attache. Pakistan, 
an arms supplier, has instructors assisting 
the inexperienced Sri Lankan services 
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to meet the threat of the insurgency. 
J So when the Indians pulled out at the 
last minute, the tournament lost much 
of its lustre. But given the present state 
of the triangular relations, the more 
anti-Indian spectators were also robbed 
of the vicatious pleasure of seeing at 
least their friends, the Pakistanis, hum- 
ble the world cup winning Indians. 
Some newspapers drew some satisfac- 
tion by putting out the story that India 
had pulled out from sheer funk. 

Yet cricket almost ruined the dip- 
lomatic triumphs of presidents Junius 
Jayewardene and Zia-ul Haq on their 
respective visits to Pakistan and Sri 
Lanka. The behaviour of the Pakistani 
players made the crowd hostile, and 
their persistent complaints about poor 
umpiring and unruly spectators made 
things worse. Finally, vice-captain 
Javed Miandad, a brilliant ba 
(batsman) but not a man born for the 

"gentlemen's game" brought matters to 
a climax. Miandad, who had made cric- 
ket history by trying to assault the 
mighty Dennis Lillie with his bat, raced 
at Sri Lanka spectators with the same 
aggressive willow. 


N ext day skipper Imran Khan told the 
press that he and his men were re- 
turning home. But the great Imran is 
evidently still unfamiliar with the politi- 
cal implications of Asian cricket. The 
lights burned late that night in the Pakis- 
tan Embassy and the Sri Lankan 
Foreign Ministry. Next morning Lieut- 
Gen. Butt was ona flight to Colombo on 
direct orders from Zia himself. Butt told 
Imran Khan, Miandad and company not 
to behave "like Greek Gods." Geo- 
politics and regional interests were at 
stake. Duly chastened, the Pakistanis 


















agreed to continue the tourna- 
ment only to lose the finals to Sri 
Lanka. 

To compensate for the ab- 
sence of India the Asia Cup 
sponsors persuaded the New 
Zealand team, on, its way to 
Sharjah for the Australasia Cup, 
to play in a hurriedly arranged 
“invitation triangular” with Sri 
Lanka and Pakistan. The inex- 
perienced Bangladesh XI, not 
yet a test playing nation, had 
earlier been trounced by both 
the Sri Lankans and the Pakis- 
tanis. Pakistan won the triangu- 
lar in grand style. 

Representatives from Hong- 
kong, Singapore and Malaysia 


flew to Colombo for a meeting | 13 

of the Asian Cricket Confer- | 2) eee E A 

ence. Its president is Gamini |f. -4 A ai i A eke 
Dissanayake, minister of lands |Pakistani batsmen in action: ‘gentlemen's game.’ 


and an aspirant to higher office. 

-ricket is now so popular and so serious 

naffair that his achievements as minis- 
terin charge of the Mahaveli River Pro- 
ject may be less useful than his efforts in 
the cricketing world. From board presi- 
dent to Sri Lankan president could be 
an easier passage. 

Later this year a combined Indian, 
Pakistani and Sri Lankan under-20 team 
will tour Bangladesh, Malaysia, Singa- 
pore and Hongkong, and a regular 
under-19 tournament for all seven coun- 
triésis on the cards. Is cricket advancing 
from South to Southeast Asia? Will cric- 
ket, rather than the English language, 
prove the more enduring relic of the im- 
perial past? Will it help re-unify the dis- 
membered British empire? 

Nandv, in his interview with Uadri 
Ismail of the /sland, argued that “cric- 
ket, the Victorian, so-called gentle- 
manly game was essentially a protest 



















trialism, an attempt to keep alive pre-in- 
dustrial sentiment." When it was 
pointed out that the game has now 
turned highly competitive, professional 
and aggressive, Nandy played a dead 
bat and sent the ball gently back to the 
interviewer. “But that is not cricket,” he 
said, adding that the Americans cannot 
play or appreciate the game. 


roucho Marx would have agreed. 

On his first and only visit to Lords 
he was bored and bewildered as he 
watched the meaningless tableau of 
fielders loitering about aimlessly, and 
overs passing with no runs. “Let me 
know when the game starts,” he said 
and walked out. 

The Kiplingesque mystique surely 
had been shattered long ago. The games 
in Colombo proved that. The New Zea- 
land manager was horrified that two 


David Sheppard) flew in for the 
Sri Lankan-Pakistan finals. The 
idea of "neutral umpires" made 
nonsense of the "code" which 
cricket supposedly symbolised, 
"Next time we'll have umpires 
picked by the United Nations,” 
snorted a venerable Sri Lankan 
commentator. 

Was the "code" ever real? 
The Cambridge scholar, Derek 
Birley, in his The Willow Wand 
has demolished the Victorian 
myths effectively, as did C.L.R. 
James, the West Indian Marxist 
and cricketer, who. educated 
us on the sociology of this 
most aristocratic and imperial 
sport. 

The prince referred to in 
Nandy's lecture was of course 
the legendary Ranjitsinhji. The 
other Indian prince to reach the 
pinnacle of the game in England 
was the Nawab of Pataudi ("Pat"). “Up, 
Pat, up,” ordered skipper Jardine to the 
Nawab in the controversial *bodyline" 
series of 1932. Pataudi did not obey the 
captain's orders to move menacingly 
closer to the Australian batsman, 
Woodfull, who had already been bat- 
tered by a few murderous deliveries 
from Harold Larwood directed at his 
body. At the end of the over, Nevil Car- 
dus, whose prose style is savaged by Bir- 
ley in a chapter called “Cardus and The 
Aesthetic Fallacy," recorded how Jar- 
dine mocked the young Indian: "I see, 
your Highness is a conscientious object- 
Or. 

Perhaps Nandy is right. The religion 
of cricket was perhaps served more loy- 
ally by Indian princes than the English 
princes of the game. W. G. Grace after 
all was as much a crafty cheat at the 
crease as he was a supreme master of the 


against modernity, against indus- | English umpires (Dickie Bird and | willow. Oo 
because of a lack of alternative urging the nations of this region 
ways to make a living. to take a “concerted and coor- 
Obviousl something needs dinated” to control 
to be done, both in combatting the abuse young 
drug abuse and in ways pope. ams youth in 
to replace marijuana cultivation —— uad 
as a means of livelihood. The to control and or 
US Government has extended abuse in particular localities. 
some technical assistance to Such voluntary work has stimu- 
Nepal in the form of of- lated parents to pay attention to 
ficials to detect drug their children, 


to and from Nepal. The US 
Drug Enforcement authorities 
have trained five Nepalese drug 
enforcement officials in Manila, 


Bangkok and Singapore in 
recent vears. 

In the context of the Interna- 
tional Youth Year, the Nepal 
Youth 


FAR EASTERN ECONOMIC REVIEW e ! MAY 1986 


Organisation under the chairmanship of Prince 
Dhirendra, the youngest brother of King Birendra, con- 
vened a seminar on “the abuse of drugs and its control" in 
Kathmandu last November. It adopted some resolutions 





of different kinds of drugs were seized. In 1984 the number 
of people arrested was only 64. 








MORALITY 


Hush-hush topic but a 


By Sarah Brickman in Tokyo 


B lue-suited, bespectacled, briefcased 
Japanese businessmen tend to pass 
the time during their one hour and 15 
minutes average commute to and from 
work by reading pornography. Their 
reading matter reveals certain things 
about Japan. There appears to be an af- 
filiation between “girlie” pictures and 
sports: every day the nation's best-sell- 
ing sports newspapers feature new, 
eager-looking young co-eds, with black 
vf over their eyes, for anonymity's 
sake. It is also clear that in Japan rape, 
sodomy and bestiality are the stuff of 
comic-books, as well as prime-time TV. 

Shumon Miura, director-general of 
Japan's Agency for Cultural Affairs, 
clarified the sports-sex link in remarks 
reported in the December 1984 issue of 
City Runner magazine. “When asked 
my reasons for jogging," said the offi- 
cial, ^I used to answer 'although it is 
shameful for a gentleman to rape a 
woman, it is also shameful for a man not 
to have the physical strength necessary 
to rape a woman" I believe I have main- 
tained the physical strength through 
running, swimming and exercise with 
dumbbells for the upper half of my 
body." The ability to commit violent 
acts against women, according to this 
Japanese spokesman of the nation's cul- 
tural affairs, is a barometer of physical 
strength. 

Japan does have mechanisms to pro- 
tect the public morality. When the West 
beat open Japan's doors in the last cen- 
tury, prudishness was imported as en- 
thusiastically as bustles and top hats. 
Previously uninhibited Japanese 
bathers in the nation’s public baths 
began to cover up their privates and 
eventually the sexes were segregated 
entirely. Farm hands, men and women 
working side-by-side, donned shirts 
and more demure leggings, and print- 
ed images of naked bodies fell to the 
censor's knife. The rule was no pubic 
hair. 

To this day housewives and students, 
the stalwarts of cheap, part-time labour, 
continue to scratch out pubic hair in vio- 
lent pornography, in erotica, in art and 
in films. While the letter of this cardinal, 
carnal rule is followed precisely, the 
spirit seems to have been lost. A direc- 
tor can shoot an act of sodomy or rape 
for a TV drama programmed for the 
dinner hour with impunity so long as he 
allows no pubic hair to be shown. He is, 
of course, particularly assured of im- 
munity from legal repercussions if the 
female star of the scene is prepubescent. 

If reality aped art, Japan would be a 
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good reason for jogging 


nation of frequent and violent sexual as- 
sault. Yet, according to the 1981 Tokyo 
Metropolitan Police Department fig- 
ures, there are 3.7 reported rapes per 
100,000 people in Tokyo each year — a 
favorable comparison to the 88 per 
100,000 in Los Angeles and 54.6 per 
100,000 in New York. The Japanese 
police recognised just 1,926 cases of 
rape in 1984. “Reported” and “recog- 
nised” are key words. 

Chiyuki Tada, a founder of the 
Tokyo Rape Crisis Centre (Tokyo 
Gokan Kyuen Senta), estimates that the 
actual number of rapes is five to 10 times 
greater than police statistics indicate. 





‘Girlie’ film posters: imported prudishness. 


Also, according to Tada, assaults are 
not recorded as rape unless the police is 
certain that a rape has occurred. 


T2 argued that while the rigorous 
culling process that cases (and vic- 
tims) go through before they are brought 
to trial results in an 80% conviction 
rate, equivocal cases are not called 
rape by police and not tried as such. 
Victims have no chance of appealing 
that non-judiciary decision in court, she 
said. 

A difficult crime to substantiate in 
more sympathetic legal systems, in 
Japan, where cultural taboo precludes a 
woman from drawing attention to her- 
self, rape goes largely unreported and 
untried. Women willing to report the 
crime here are subjected to. intimate 
scrutiny. “If you are a teenager or if you 
are a virgin, you have a chance [to pro- 
secute],” said Tada. “If you are married 
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or an entertainer . . ." her voice trailed 
off and was punctuated by a shrug of 
helplessness. 

Assaults that are considered “cases” 
are frequently settled out of court. 
Awards to victims, said Tada, are based 
on such criteria as whether or not the 
victim was a virgin, Went to college away 
from home or worked. 

Miura illustrated this bias against 
"modern" girls in the May 1985 issue of 
SAY. “It would be better," he counsel- 
led, “if rapists would choose unchaste 
women as their victims. Those women 
would probably take such incidents as 
lightly as tumbling down in a puddle. . . 
They might even be proud of them- 
selves, believing they were raped be- 
cause of their charm." 

This remark did not pass without 
comment and many, with the Rape 
Crisis Centre most prominent among 
voices, called for Miura's resignation. 
Miura dropped the centre a six-line 
postcard conceding that while his state 
ments were perhaps in poor taste for 
government official, he was 
also a writer and as a writer he 
was entitled to his opinions. 

Rape is not recognised as 
a serious social concern in 
Japan. Tada explained that it 
is regarded as an unpleasant 
subject and one which most 
Japanese prefer to ignore. If 
everyone agrees that it does 
not exist, then it cannot hap- 
pen to your wife, your 
daughter or your niece. 
Tada's centre, the only one 
of its kind in all of Japan and, 
she thinks, in all of Asia, got 
353 calls between April and 
October of 1985. About half 
were obscene telephone calls 
from men. 

Many calls come from 
women victimised many 
years ago who want someor^ 
to talk to now that there 
somewhere to call. Tada ana < 
her staff of counsellors sooth the victims 
of assault and give them advice on medi- 
cal and legal aid. Once a man called to 
confess to a rape and to find out what le- 
gal charges might be brought against him. 

The three-year-old centre will have 
to close if funding is not found quickly, 
however. The centre, a small apartment 
near Shinjuku with an answering 
machine and piles of newsletters and 
brochures, operates on a tight budget. 
Money comes from € 3,000 (US$15.78) 
yearly dues from the centre's 169 mem- 

ers, from the proceeds of T-shirt and 
stationery sales and from continual shots 
in the arm from the regular staffers. The 
largest donations to the centre come 
from foreign women. “They are more 
understanding and not embarrassed by 
this problem," said Tada. "Japanese 
women who are rich don't care and 
housewives, if they aren't embarrassed 
to care, have no money." Oo 
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Since it was founded in 1946, the 
Far Eastern Economic Review has 
been dedicated to the indepth, au- 
thoritative analysis of the political, 
economic and financial affairs of 
every single country in the Asia/ 
Pacific region. Boasting a staff of over 
40 full-time correspondents and jour- 
nalists located in every country in the 
region, the Reviewis considered to be 
the leading publication on Asian af- 
fairs in the world and deemed essen- 
tial reading for senior executives in 
business, banking, government and 
the professions. 


Over 85% of the Review's circula- 
tion is on prepaid subscription, and in 
September 1984 a survey of Review 
subscribers was conducted by Inter- 
national Research Associates (HK) 
Ltd. 










Review subscribers are primarily 
top management individuals who 
travel frequently, make key decisions 
for their companies and wield enorm- 
Ous purchasing power. 


For a complete copy of the Review 
Subscriber Study please write on 
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Talking to crickets 


The Japanese Brain by Tadanobu Tsunoda. Translated by Yoshinori Oiwa. 
Taishukan Publishing Co., Tokyo. ¥ 1,200 (US$6.60). 


*) ks ures men and women may be 
at their creative worst while smok- 
ing a cigarette after making love in 
English beneath a full moon — or a 
new one if they are shy. Such a view 
of Japanese behaviour is implied by 
the speculative theories that Tokyo 
Medical and Dental College otologist 
and audiologist Tadanobu Tsunoda has 
advanced in his most recent book on 
how the brains of Japanese people are 
affected by language and possibly en- 
vironment. 

Tsunoda’s first “Japanese brain" 
book became a bestseller in 1978. In 
December 1985 the same publisher 
issued three new Tsunoda books. One 
of them is a sequel to the 1978 book con- 
sisting of articles that had since ap- 
peared in magazines. Another is a short- 
er summary of Tsunoda's research to 
date. 

The Japanese Brain is the third vol- 
ume of the brain book series. Although 


itis an English translation of the second, | 


it has the subtitle, frontispiece, and bib- 
liography of the first, and the sensa- 
tional (and deceptive) title of the 1978 


bestseller. None of this is explained in | 


the foreword, but the book's vague 
identity is perhaps the least of its prob- 
lems. 

Brain-function research is flourish- 
ing in most countries, which, like Japan, 
have a surplus of doctors. Many studies 
have shown that the right and left 
hemispheres of the brain may work in 
the same way, but may not always do 
the same work. It is well known, for 
example, that the right brain controls 
the left side of the body, and vice versa. 
There is also some evidence that the 
left brain may be more involved with 
language, while the right brain may 
be more specialised in visual-spatial 
skills. 

But brain science, like other fields of 
knowledge, has spawned its inevitable 
myths. The most popular misconcep- 
tion is that the integrated hemispheres, 
which share their thoughts and feelings, 
are split into an autonomous left brain 
that is the province of all logic, and an 
autonomous right brain that is the seat 
of all emotion. Such simplistic schemata 
are quickly pressed into the service of 
ethnic stereotypes. Hence people who 
believe that Westerners are rational and 
anti-nature, while Japanese are emo- 
tional and pro-nature, have a ready- 
made pseudo-scientific explanation for 
what they have always believed to be 
true. 
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Tsunoda's books directly appeal to 
the pseudo-scientific mind. What he 
writes in a scientific vein about how the 
brain hears certain sounds under highly 
controlled laboratory conditions may 
not be wrong. But the value of such data 
is compromised by the speculative 
leaps that Tsunoda takes from the ob- 
jective realm of his hearing tests to the 
subjective regions of culture and be- 
haviour — subjects he has never 
explored experimentally and under- 


| stands mainly through stereotypes. He 


never explains, for example, how he de- 
fines a Westerner or a Japanese. Is it a 


+ : 
o — 
P =~ 
i= 





— MES 


Cherry time: monopoly on nature. 


matter of culture, race, nationality? It is 
unclear. 

In a nutshell, Tsunoda reports that 
Westerners and Japanese alike hear 
meaningful sounds in their left brains 
and mechanical sounds in their right 
brains. But the two groups differ as to 
what kinds of sounds are meaningful. 
About two decades ago, Tsunoda be- 
gan to observe that Western subjects 
hear pure vowels in their “non-verbal” 
or "harmonic" right brain, while Japan- 
ese subjects hear such sounds ih their 
"verbal" or “non-harmonic” left brain. 
This was contrary to US reports, ac- 
cording to which the subjects of 
both groups should have heard such 
"mechanical" sounds in their right 
hemisphere. 

Tsunoda also observed, in agree- 
ment with US reports, that speakers of 
both Japanese and English hear sylla- 
bles containing consonants in their “ver- 





bal" left brain, and mechanical noise, 
white noise, and Western instrumental 
music in their “musical” right brain. But 
he found that speakers of Japanese hear 
traditional Japanese instrumental music 
in their left *verbal" brain, while speak- 
ers of English hear such music in their 
right “musical” brain. Moreover, emo- 
tional sounds like sobs, laughter, and 
sighs; humming; cries of domestic ani- 
mals, insects, and birds; and natural 
sounds like streams, winds, waves, and 
raindrops are reportedly heard by Ja- 
panese in the left hemisphere but by 
Americans and other Westerners in the 
right hemisphere. 

Tsunoda attributes the Japanese 
anomaly to the *vowel dominance" of 
the Japanese language. He claims that 
the Japanese language has many words 
which consist of only vowels, while vow- 
els are prominent in most other words, 
also. Hence pure vowel sounds are 
meaningful to native speak- 
ers of Japanese, who con- 
sequently hear such sounds 
in their “verbal” left brain. 


S the sounds of in- 
sects and Japanese mus- 
ical instruments are thought 
to be closely related to 
vowel sounds, they too are 
heard in the left brain. And 
so the Japanese language 
enables its native speakers 
to communicate with na- 
ture. Or perhaps Japan's 
natural environment nur- 
tured the vowel dominance 
of the language. 

Tsunoda hypothesised 
that because "the Polyne- 
sian language is similar to 
Japanese in the abundance 
of meaningful vowel 
sounds" its speakers should 
process vowels and natural 


sounds like speakers of Japanese. When 
he ran a few Tongans, Eastern Sa- 
moans, and Maoris through his battery 
of hearing tests, they apparently dis- 
criminated sounds like his Japanese 
subjects. 

At least one collaborative Japanese- 
British study contradicts Tsunoda's re- 
ports of hearing differences. A research 
report in an English-language Japanese 
journal suggests that “Japanese people 
process animal sounds in the same man- 
ner as Westerners do" (Psychologia, 
Vol. 22 No. 3, September 1979). This 
report is missing from Tsunoda's bib- 
liography. 

The book describes other original 
discoveries of differences (and some 
similarities) in Japanese and Western 
brain functions. But more important 
than the differences themselves is what. 


Tsunoda makes of them. pe 


He claims that certain forms of 
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lieves that Tsunoda’s theories support 
his argument that a foreign language 
like English should be studied by all stu- 
dents in public schools, as a means of in- 
tellectual stimulation rather than as a 
tool for communication. 

According to Tsunoda, Japanese fall 
asleep at international conferences and 
feel tired after hearing English all day 
because English affects their brain func- 
tions. But such phenomena could just as 
well be explained by the way in which 
Japanese are taught English — as an en- 
trance-exam subject to be mastered 
through the eye, rather than as a lan- 
guage to be heard and spoken. 


1978 bestseller, Masao Kunihiro, best 


| known then as an interpreter and trans- 
| lator but now more familiar as an inter- | 





ain mechanical tones | 
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[Tsunoda's theories] highly a 
await further documentation.” 
though he really needed no more pro 








of 


| he added: “Frankly, I have long held the 


notion that there is an as yet undefina- 
ble difference in the Japanese.” In the 
same 1977 interview by (then) Japan 
Times columnist. Maureen D’Honau, 
Tsunoda himself is quoted to have said: 
“In our kokoro [minds and hearts] we 
Japanese feel different.” 

Such strong prejudices, and nothing 
else, may be all that makes the real dif- 
ference, not in what Tsunoda is actually 
measuring with his hearing tests, but in 
how he goes about interpreting his mea- 
surements and how eagerly others ac- 
cept his interpretations. If anyone ever 
succeeds in bridging the empirical 
chasm between his laboratory data and 
his faddish brain-function theories, 
Tsunoda could get a Nobel Prize. If not, 
then his work will be forgotten as just 
another flash in the Nihonjinron pan — 
an ethnocentric glitter that proved to be 
fool’s gold. _ : | 

Tsunoda, for his part, seems un- 
aware of how insect cries and other natu- 
ral sounds are appreciated in Western 
countries, not only in poetry and other 
literature, but directly by people who 
like nature. despite their inability to 
speak Japanese. One is reminded of the 
meanings that Henry David Thoreau 
found in the sounds he heard from his 
famous retreat on Walden Pond. Or 
of William Butler Yeats who, im- 
agining himself building a Thoreau- 
like. cabin on the lake isle of Innisfree, 
wrote: 


And 1 shall have some peace there, 
_ for peace comes dropping slow, 
Dropping from the veils of the 
. morning to where the cricket sings; 
There midnight's all a glimmer, 
and noon a purple glow, 
And evening full of the linnet's wings. 


It may be unfair to expect Tsunoda 
to know that the Japanese are not the 
only people in the world who at times 
imagine that they can. communicate 
with nature. He did not, after all, have a 
"Western" father who took him camp- 
ing in the summer and marvelled at the 
rasping of the crickets from a sleeping 
bag under the stars. | 

Nor, despite his global travels, has 
Tsunoda met the "Western" airline 
pilot who, sitting in his house, his shoes 
off, said to the reporter who had asked 
him why he had moved from the city to 
the country: ^You hear that? Crickets! 
No traffic noises. No nothing. Isn't that 

Another phenomenon Tsunoda’s 





| theories fail to explain is why he thanks 
j | his wife in the English edition of his 
A year before the publication of the - 


book but not in the Japanese version. 
Would he blame this, too, on the nature 
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—— who simply jumps on the first flight that comes along and then would like to connec ct. 
with the next best airline must reckon on not finding the class he is used to. But anyone 
who flies on a Swissair plane can always count on being able to choose between First Cl: SS, 
Business Class (subject to government approval for a few cities) or Economy Class. WI ic 


| pon y goes to show, once again, that Swissair is i in a class et ila own. | SWISSC 
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—] aimed at imparting stability an 
| tinuity. It sought to facilitate increased 
. production through easier and quicker 








India hesitates on the liberalisation road 


Test of Rajiv's nerve 


By Mohan Ram in New Delhi 
A soaring trade deficit — estimated to 
reach Rs 80-85 billion (US$6.5-6.9 
billion) in the current fiscal year com- 
ared with slightly more than Rs 55 bil- 
ion last year — is forcing India to 
review the liberal import policy which 
began in the early 1980s and received a 
sharp impetus from the economic re- 
forms of Prime Minister Rajiv Gandhi. 
Imports of some consumer durables, 
such as car assemblies and auto technol- 
ogy may be among the first casualties. 

At the same time, the government is 
hoping to accelerate commodity exports 
to damp down the trade deficit, which 
reached Rs 54.7 billion in the 
first eight months (April- 
November) of fiscal 1985-86. 
Meanwhile, the World Bank 
is urging India to devalue the 
rupee so that it can export 
enough to pay for imports 
needed to meet the growth 
targets of the seventh five- 
year plan (1985-90) instead 
of running up foreign debt. 

India's exports during the 
first eight months of 1985- 
86 declined by some 3.5% to 
Rs 66.2 billion while imports 
during the period jumped by 
22% over the corresponding 

riod of 1984-85 to reach 

s 100.7 billion. 

The import surge re- 
flected in the main a sharp 
rise in heavy commodity pur- 
chases — such as petroleum 
products, fertiliser raw mat- 
erials, edible oils, iron and 
steel and sugar. Reflecting the buoyant 
climate of industrial development in 
India, there was also a sharp rise in cap- 
ital-goods imports. On the export side, 
a drop in India's crude-oil sales to just 
Rs 1.3 billion in the first eight months 
of the current fiscal year — down from 
Rs 9.2 billion in the corresponding 
period of 1984-85 — was a major nega- 
tive factor. (Excluding oil, exports dur- 
ing the first eight months of 1985-86 
rose by 8.876.) The need to import 
certain types of crude — pending a 
realignment of India's refining capacity 
— was also a factor in boosting the im- 
port bill. 

The new government announced in 
April 1985 a three-year trade ad 

con- 


access to essential inputs, while en- 
couraging savings in imports through 


* 
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efficient import substitution. It also 
rougit to strengthen exports. 

e new policy covers the early years 
of the seventh plan which aims at an 
bibis annual gross domestic product 
growth of 5%. The Planning Commis- 
sion estimated that for every one-point 
increase in GDP there would be an in- 
crease of 1.2% in imports. If the plan 
target is to be achieved, imports in vol- 
ume terms have to grow by 6% a year, | 
to be met by foreign exchange earned | 
mainly through exports. The seventh | 
lan sets an export-growth target of 
6.8% a year and seeks to contain import 


Gandhi; loading manganese for export: import surge. 





growth to 5.8% a year (in volume 
terms). 

But the trade performance so far in 
1985-86, the first year of the plan, has 
not been encouraging with the import 
bill apparently out of control. The gov- 
ernment is thinking of accelerating com- 
modity exports — including iron ore, to- 
bacco, food and marine products — if 
necessary through changes in policies, 
tax laws and licensing rules. Textile and 
other manufactured goods exports will 
also be stepped up. The government has 
also begun reviewing its import policies. 
For instance, the car policy, hailed only 
a few months ago as the model for other 
areas of Indian industry, is already 
being re-examined (REVIEW, 10 Apr.). 
Liberal imports of technology and ex- 
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pansion of capacity have led to repeti- 
tive imports and increased production, 
which sometimes cannot be absorbed by 
the domestic market. Other areas be- 
sides cars might require re-examina- 
tion, including import substitution in in- 
dustry and curbs on such unproductive 
imports as consumer durables. The 
overall policy framework will remain 
but the accent will be on more efficient 
use of imports. Import substitution is to 
be attempted also in key bulk items such 
as edible oils, sugar and fertilisers. 

The World Bank's review of India' 
seventh plan says that export perform 
ance will be the most critical 
factor in maintaining a viable 
balance-of-payments posi- 
tion. It also says that unless 
the average annual growth in 
exports isclose to the seventh 
plan target of 6.8% a year, 
commercial-borrowing re- 
quirements and the con- 
comitant debt-service levels 
would make it difficult for 
India to maintain import 
levels needed to attain the 
5% average annual GDP 
growth target. 


JA oveh the bank does 
not use the word devalu- 
ation, it asks for it in so many 
words. It says the recent 
changes in the structure ofin- 
dustrial policy need to be 
complemented by direct ey- 
port incentives, “especiall 
an exchange-rate policy thar 
would enhance relative profitability of 
export sales.” 

India claims to have adjusted rather 
well to the second (1979) oil-price in- 
crease shock, which nonetheless widen- 
ed its trade gap. It attempted a struc- 
tural readjustment to overcome the 
trade imbalance, and the balance-of- 
payments support came in the form ofa 
three-year cushion from the extended 
fund facility (EFF) of the IMF for 5 bil- 
lion special drawing rights (SDRs — 
equivalent to US$5.7 billion) in 1981. 

As a result of a turnaround, the GDP 
recorded an annual average growth of 
5.2% for the 1980-85 sixth plan. There 
was a sharp drop in the reliance on 
energy imports as also in the current-ac- 
count deficit relative to the GDP. The 
improved external position enabled 
India to forgo SDR 1.1 billion of the 
SDR 5 billion contracted. 

But the export performance was not 
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too good. While invisible earnings at Rs 
146 billion substantially exceeded the 
sixth-plan projection of Rs 87 billion, 
export earnings at Rs 330 billion fell 
short of the targeted Rs 410 billion. The 
resulting increase in the trade deficit (to 
Rs 210 billion against the projected Rs 
178 billion) makes it difficult for India to 
deal with likely balance-of-payments 
difficulties during the 1985-90 seventh 
plan. 

The seventh plan, which proposes a 
public-sector outlay of Rs 1.8 trillion (at 
1984-85 prices) provides for a net exter- 
nal capital flow of Rs 209 billion, a 6.8% 
growth in export volume, a 5.8% 
growth in import volume, an average 
current-account deficit of 1.6% of the 
GDP and average debt service on exter- 


nal debt at 17.6% of current receipts. | 
and India had | 


The World Bank 
differences over the balance-of-pay- 


ments strategy. In doubt were India’s | 


assumptions about the export perform- 
ance and the extent of commercial bor- 
rowing that would be needed. While 
India thought an annual | 
commercial borrowing of 
US$2 billion would be 
adequate, the World Bank 
thought it had to be as high 
as US$4.5 billion a year if the 
seventh plan's growth target 
were to be achieved. 

India's export perform- 
ance during the first year of 
the plan (1985-86) would 
suggest that the 6.8% an- 
nual growth target is un- 
realistic. In the first six 
months, imports rose by 
25% and exports were down 
by a marginal 0.7%. For the 
year as a whole, the overall 
growth of imports would be 
lower than the initial trends 
suggest but higher than the 
previous year's 8.4%. 

The full impact of the po- 
licy-liberation package will 
be felt on exports after some 
time. According to the World Bank, it 
would be naive to think that the policy 
structure of the Indian industry could 
change dramatically within four or five 
years. The problems that constrain 
India's exports, the World Bank says, 
are closely related to the structure of in- 





dustrial policy. 
Indias industries are too frag- 
mented. Restrictions on the size, 


growth, entry and exit of firms com- 
bined with quantitative restrictions and 
high tariffs on imported inputs, curbs on 
collaboration agreements and import of 
technology lead Indian firms to place in- 
adequate emphasis on cost, quality and 
innovation, which are critical factors in 
international competitiveness. 
According to the bank, assuming 
there is no change in concessional-aid 
flows, transfer of payments and import 
level and that only a 4.8% export 
growth (against a projected 6.876) is 
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realised, India will have to borrow heav- 
ily in the commercial markets during the 
seventh-plan period to achieve a 
targeted 5% annual GDP growth. The 
current-account deficit to GDP ratio 
would rise to about 2.4% and the debt- 
service ratio to 26.4%, 

The World Bank notes that changes 
in the international trading environ- 
ment since the finalisation of the 
seventh plan would benefit India. The 
plan had assumed oil prices to go up by 
6% annually and a quick recovery in 
the prices of other bulk import items 
like fertiliser, edible oils and non-fer- 
rous metals. As a result, the plan pro- 
jections assumed a loss of about US$600 
million at 1984-85 prices on account of 
worsening terms of trade during the 
plan period. 

But the bank finds that due to sen- 
sitivity of India's terms of trade to inter- 
national oil prices, its terms of trade 
would improve by about 13% and this 


| pain in 1989-90 would yield US$2.1 bil- 
i 


on or 1% of the GDP. As a result, the 
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Oil exploration: export slide. 





bank projects that the current-account 
deficit to GDP ratio would decline from 
1.1% in 1984-85 to about 1% in 1989-90. 
Further, the debt-service ratio, ac- 
cording to this projection, remains at 
safe levels, rising from 18.4% in 1985-86, 
peaking to 19% in 1989-90 and, there- 
after, dropping to 15% in 1992-93 as the 
IMF amortisation burden is alleviated. 


S: the bank thinks India should take 
advantage of the breathing space 
created by the improved terms of trade 
to expand availability of imported in- 
puts to improve industrial efficiency, 
export performance and overall growth. 

An exchange-rate policy calculated 
to boost exports — euphemism for de- 





A 


valuation — has been proposed in this | 


specific context as an immediate im- 
perative. And there is talk of a 15% de- 
valuation in the corridors of the Finance 
Ministry. 


But the direction of India’s trade and 
the exchange-rate fluctuations during 
1985-86 would suggest that export 
performance does not depend entirely 
on the exchange value of the rupee. 
During 1984-85 the OECD countries ac- 
counted for 45% of India’s exports. The 
US, the single largest market, ac- 
counted for 15.3%, the Soviet Union, 
the second largest, 14.3%, and Japan, 
9.2%. Of the EEC countries, Britain 
led with 5.8%, West Germany 4.1% 
and others, 7.3%. 

It may be sheer coincidence but the 
rupee has lost close to 40% vis-a-vis the 
dollar since’ 1984 when India applied for 
the IMF's EFF. Critics of the govern- 
ment called it devaluation in instal- 
ments and devaluation by the backdoor 
under World Bank and IMF pressure. 

With the weakening of the dollar last 
year, the European currencies gained in 
relation to the dollar. Correspondingly, 
India began losing to these currencies. 
(The rupee is on a controlled float, its 
exchange value linked to a basket of 
currencies with sterling as 
the currency of interven- 
tion.) During fiseal 1985-86 
(ended 31 March), the year 
of India’s largest-ever trade 
deficit, the rupee is esti- 
mated to have fallen 15% to 
major European currencies 
and 8% to the US dollar. 

To expect that further 
that is formal — devaluation 
would help exports is a tenu- 
ous proposition. Exports de- 
pend on factors like quality, 
reputation, the state of 
world demand and protec- 
tionism, besides price. 

On the import side, it is 
argued that higher import 
prices would encourage sub- 
stitution, But much of the 
import expansion in recent 
months, endorsed by the 
World Bank, is not because 
imports are cheaper com- 
pared to local goods. It was because the 
variety of commodities and components 
imported do not have domestic substi- 
tutes or if there were substitutes they 
were vastly inferior, or imports were 
technologically superior. 

Import volume depends, amon 
other things, on the import regime an 
is largely insensitive to minor variations 
in prices of imports vis-à-vis domestic 
production. While the impact of devalu- 
ation on the trade deficit is likely to be 
insignificant, its real impact might be on 
the rate of inflation. By raising domestic 
prices of imported goods used as domes- 
tic inputs, devaluation would push the en- 
tire price level up. Devaluation can work, 
if at all, if the price of labour does not 
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rise in proportion to the general levelof f 
prices. But the rationale of devaluation mia 
is that it squeezes wages all round to | 


provide manufacturers some cushion for — 
undercutting foreign sellers. ^ni 
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. By Salamat Ali in New Delhi | 
E Dx. l 
= here is sustained * now for 
\ T the privatisation of profit-making 
public-sector enterprises in India, 
Privatisation has had it advocates in the 
. past but the difference this time is that 
_ the move has won active support among 
senior Indian bureaucrats concerned 
. about bridging a substantial gap in re- 
= sources to finance the Seventh Five- 
.. Year Plan. 
| A This does not mean that a decision on 
privatisation is just around the corner. 
| i iaponents of the scheme, while admit- 
| ting that it makes basic sense, argue that 
| economic liberalisation has already gone 
as far as it prudently can in a country 
where socialism still sells best among the 
. electorate. So, privatisation may have to 
bea gradual and low-key process. 
| Nevertheless, those arguing in 
— favour of privatisation have built a 
| strong case. The seventh plan (1985-90) 
. is faced with a resource gap of around 
— Rs 170 billion (US$13.7 billion) without 
| external loans and aid, which could fall 
_ short of expectations. All this comes ata 

time when the climate for external 
| financing is not favourable. 
| Businessmen argue that with banks, 
| insurance companies and other types of 
| financial institutions all owned by the 
| government (and taxation absorbing a 
iz "X part of national savings) there is 
| little chance of the private sector pro- 
| viding the 52% of total investment 
= which it has been alloted under the 
seventh plan. 
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^E Charles Smith in Tokyo 
| Tr sharp rise of the yen against the 
E dollar may be setting the stage for an 
eventual solution of US-Japan trade 
| problems but EEC trade officials are 
| less sure that currency adjustments can 
| — oF even should — help to solve 
| Europe's problems with Japan. Since 
hb the yen began its climb in the final week 
| of September 1985 it has appreciated by 
| nearly 30% against the dollar. But the 
yen’s rise against the European Cur- 
. rency Unit (ECU), which represents the 
combined trade-weighted strength of 
the currencies of the EEC member 
countries (except Spain and Portugal), 
has been modest by comparison. 
The 16 April parity of Y 168.2:ECU 1 
valued the yen at only 10.8% more than 
20 September 1985, the last trading 
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Competition for scarce capital is al- 
ready becoming fierce between the pub- 
lic.and private sectors of the economy. 
The public sector, however, has been 
provided with two major advantages: 
“Priority” (public) ventures receive 
money from the banks at 12.5% annual 
interest compared with 18.5% or more 
charged to the private sector. And pub- 
lic enterprises are now allowed to float 
bonds exempt from wealth tax and capi- 
tal gains tax. They also do not attract 
stamp duty upon transfer. Thus the tax- 
free return on such bonds is more attrac- 
tive than the taxed return from instru- 
ments issued by the private sector. 

Businessmen also argue that this 
confuses. the true cost of capital, and 
that the preemption of financial re- 
sources by the government and by state 
enterprises will crowd private-sector 
companies — especially new ventures 
— out of the market. T 

The complaints of the private sector 
cannot be ignored, for it is this sector, 
and not the public sector, that has made 
a greater impact on the Indian econ- 
omy. Against heavy odds, the private 
entrepreneurs by the beginning of this 
decade had been able to double the 
number of joint-stock companies since 
the launching of the second plan in 


During this period, they had in- 
creased the average paid up capital per 
private enterprise by more than three 
times. Additionally, the share of the pri- 


day before the Group of Five (G5) fi- 
nance ministers and central bankers met 
to discuss ways of ending the yen's 
under-valuation against the dollar and 
the dollar's over-valuation against other 
currencies. Compared with the first 
quarter of 1985, the mid-April parity re- 
presents an appreciation of only 6.2%, 
not enough to make any significant dif- 
ference to the competitive position of 
the EEC in the Japanese market. 

The yen's failure to gain ground 
more rapidly against the ECU (and 
against Éuropean currencies generally) 
almost certainly provides part of the 
explanation of why Japan's exports to 
Europe have continued to grow strongly 
during the past few months, in strikin 
contrast to the steadily declining rate af 






—_ LÁ — ITE auct c HN 
m i mm, J B 












vate sector in the number of factories in 
India was 81% which yielded 69% of the 
employment in the unionised sector and 
an equal percentage of gross output. 

e public-sector commercial and 
industrial enterprises; accounting for a 
total investment of; Rs 370 billion 
excluding departmental enterprises like 
telecommunications and railways, have 
few profit-making, units. Most of the 
public-sector enterprises merely break 
even. Some have even wiped out their 
entire capital which;.as in the case of 
other public-sector enterprises, was 
provided from public funds. Only some 
are profit-making, with the top 10 
among them being National Thermal 
Power Corp., Bharat Heavy Electricals, 
Oil and Natural Gas Commission, Min- 
ing and Minerals Trading Corp., Na- 
tional Fertilisers, Indian Petro-Chemi- 
cals Corp: Madras Refineries, Fertilis- 
ers and Chemicals (Travancore), Indian 
Oil Corp. and Hindustan Aeronautics. 


| ofit-makers of the public sector 
go public and raise equity through pub- 
Tic subscriptions to their shares on two 
‘arguments. The public-sector enter- 


— is mounting to let these top 
10 pr 


“prises were set up to produce what the 


private sector could not, which was 
mainly electricity and oil. Secondly, it 
was to produce some items which the 
private sector did, merely to introduce 
an element of competition. 

Since, because of proven profitabi- 
lity, there would be a scramble in the 
‘sharemarket for the shares of these en- 
terprises, there is no reason for the gov- 
ernment to keep its capital tied up. The 
second argument, anyway, was purile 
because the government did not suc- 
ceed in disciplining the market through 








year-on-year increase in exports to the 
US 


In the first three months of 1986, the 
12 EEC member countries spent 43% 
more on Japanese goods than in the 
same quarter of 1985 according to 
Japan's  dollar-denominated trade 
statistics, whereas US purchases were 
up by a much more modest 25%. In 
terms of “appreciated” yen, Japan sold 
6.1% more to the EEC in the January- 
March quarter than a year previously 
whereas shipments to the US were 
down by 6.8%. 
The continuing boom in Japanese 
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increased and more efficient production 
but through an) elaborate regulatory 
mechanism thatoresulted' merely in. ex- 
cessive production costs and poor quali- 
ty of goods, which often makes Indian 
goods uncompetitive abroad. 

As D. H. Pai Panandiker, secretary- 
eneral of the Federation of Indian 
hambers of Commerce and Industries 

points out, this;policy resulted in the 
domestic consumers who earned tess 
than a tenth of the world’s average E 
capita income paying twice the world's 
ruling prices. 

The public-sector enterprises meant 
to compete with the private sector have 
been kept afloat largely through a sys- 
tem of preferences. In all government 
purchases, products of public-sector en- 
terprises get a price preference of 10- 
20% . They get loans at lower rates of in- 
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sales to Europe reflects rises of 75- 100% 
‘n shipments of major categories of man- 
ifactured goods such as cars, motor cy- 
cles, metal-working machinery and tele- 
communications equipment, whereas a 
breakdown of Japanese sales to the US 
reveals only one item (car components) 
which grew by more than 75% during 
the first quarter over year-ago levels. In 
terms of the EEC-Japan trade balance, 
recent figures also paint a rather drama- 
tic picture. The US$4 billion deficit in- 
curred by the community on its first- 
quarter trade with Japan was 55% 
larger than in the first three months of 
1985 and by far the largest in any similar 
previous period. 

Yet the alarm and despondency 
which European trade officials might 
have been expected to show at this situ- 
ation seems curiously lacking. Apart 
from some oblique references to the 
yen-ECU parity by the president of the 
European Commission, Jacques De- 
lors, during a January visit to Tokyo, 
the EEC seems so far to have avoided 
pressing Japan on the relationship be- 
tween bilateral trade problems and the 
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terests. Now they have been allowed to 


raise money through bondsen joyihg fax . 


concessions, which means that private- 
sector companies will have. to offer at 
least 5% more interest than the public- 
sector bonds to compete for capital. 


t is also argued that’ privatisation 

would help cure some of the ailments 
the private-sector suffers from. For in- 
stance, one constant complaint is that 
some of India's leading business houses 
are run like family fiefdoms. The capital 
requirements of most of these com- 
panies are met by sources other than 
those of the controlling families, but the 
key positions in these business empires 
are held by family members with profes- 
sional managers always playing a sub- 
servient role. 

The privatisation of the profit-mak- 
ing public sector com- 
panies would place the 
professionals on top and 
create real competition for 
the family empires. 

Those advocating pri- 
vatisation are réceiving 
support from foreign col- 
laborators of both the pub- 
lic- and private-sector en- 
terprises. Some of them 
are pressing hard for dras- 
tic changes in the financial 
and managerial pattern of 
the joint projects. For in- 
stance, Suzuki of Japan, 
the collaborators in the 
local production of the 
Suzuki motor car under 
the local brandname of 
Maruti, holds a 26% stake 
in the equity of the joint 
company with an option to 


exchange rate. A major reason for this 
could be that the EEC itself is in a state 
of turmoil over exchange-rate issues, 
with a significant minority of expert 
opinion believing that the time may be 
ripe to press Japan on schemes for re- 
forming the system of floating exchange 
rates. 


Aon to the EEC's "reformist" 
minority the point about the yen- 
ECU parity which needs to be stressed in 
talks with Japanese officials and politi- 
cians is not that the current rate is out of 
line with the dollar-yen rate, but rather 
that the two currencies have been in rea- 
sonable alignment for some time — cer- 
tainly since before the G5 meeting of 
September 1985. The relatively stable 
relationship between the yen and the 
ECU should be seen as evidence, ac- 
cording to this school of thought, that a 
basis already exists for a new world 
monetary system based on a tripolar re- 
lationship between the yen, the US dol- 
lar and the ECU, rather than on the dol- 
lar alone. 

As a first step in this direction the 


vestors and financial institutions. ' 


CE député cdot Celio Ses 


Suzuki argues that unless it is able to 
participate more effectively inthe fané 
tioning of this company, it would be dif- 
ficult to maintain production schedul 
It wants the management — 
reoriented to fit in with the Japan 


rspéctive. For that jedes ‘it would 
like the government's stake’ lowered to 


3095, with 30% going to local private in- 
A 
‘Suzuki's view is that the sb pat- 
tern of management in the Indian pub- 
lic-sector units does not help steady 
growth and efficiency in the industries 
selected for technology upgrading. 
Such enterprises should have au- 
tonomy, which can be brought about 
only by delinking their management 
from government control. 
Realising that the Indian Constitu- 
tion makes the socialistic pattern of 
economy an article of faith, those 
favouring panana are advancing a 
far-fetched argument. They assert that 
since disinvesting the profit-making en- 
terprises would be through shares of- 
fered for public subscription, this would 
be a measure of socialisation because 
this will create a wider sense of public 
participation in the running of these 
companies. The opponents believe that 
any disinvestment would set a danger- 
ous precedent and would open the 
floodgates of private investment in all 
profitable public-sector enterprises. 
Although most of the profit is contri- 
buted by the top 10 enterprises, the pub- 
lic sector as a whole earned a total post- 
tax profit of Rs 9.28 billion in fiscal 
1984-85 (ended 31 March). This overall 
margin would be wiped out if the 10 
companies are privatised. o 





EEC “reformists” would like to see the 
IMF use all three currencies as “refer- 
ence points” in the new system of sur- 
veillance of member countries’ econo- 
mic policies that it may start working 
out from later this year. 

The EEC’s thoughts on the future in- 
ternational roles of the yen and the 
ECU were “tried out” tentatively on 
Japan during a meeting held in late 
March between finance specialists from 
the community and the Ministry of Fi- 
nance's International Finance Bureau, 
but were greeted with what one source 
describes as a ee intake of breath” 
on the Japanese side rather than with 
enthusiastic assent to the idea of a tripo- 
lat system. 

Further progress on the idea of creat- 
ing a firm link between the yen and the 
ECU and using this as a building block in 
a hew world monetary order will clearly 
take time, but at least the EEC seems to 
be on the way to divorcing the ex- 


change-rate issue from the narrower f 
uestion of how far the EEC can or ` 
should try to balance its bilateral trade 


with Japan. 
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Oil refinery: falling export prices. 
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Wells running dry 


Cheap oil offers few benefits to Australia 


By Hamish McDonald in Sydney 


m steep drop in world oil prices this 
year has presented energy-exporting 
Australia with rather more concrete and 
near-term negative influences than 
positive, adding to an already disturbing 
current-account and budgetary outlook. 

A fall in petroleum export prices, 
especially if it flows on to coal prices, 
will exacerbate a serious downturn in 
Australia's terms of trade which, de- 
spite the 20% depreciation of the Aus- 
tralian dollar early last year, already ap- 
peared likely to push the current-ac- 
count deficit out to A$13 billion 
(US$9.3 billion) in the 1985-86 fiscal 
year (ending June) from the 1984-85 de- 
ficit of A$10.2 billion. 

It has also meant a loss in tax revenue 
from domestic oil production as the 
price fixed for local crude oil under the 
federal government's import-parity 
pricing system has plunged from 
A$43.71 a barrel early this vear to the 
current A$20.99 for oil from the 
mainstay offshore fields in Bass Strait 
(REVIEW, 6 Mar.). 

An increase in the excise rate on 
petroleum products has kept the loss to 

overnment revenue at A$150 million 

in 1985-86 from the A$600 million that 
would have occurred if the crude oil- 
price cut had been passed on fully to 
consumers. For 1986-87 the likely re- 
venue loss is A$420 million instead of 
the estimated A$1.68 billion. 

Even so, this has made the task hard- 
er for Prime Minister Bob Hawke's 
cabinet to keep their pledge to hold the 


-. federal deficit next year at no more than 


_| ASS.5 billion, the same 2.1% of gross 


domestic product as this year's expected 
A$4.9 billion deficit. To attain that as 
well as implement promised tax cuts and 
help for farmers, economists estimate 


- the government now has to cut about 


A$1.4 billion from spending. A ministe- 
rial “razor gang" under Finance Minis- 
ter Peter Walsh was reported last month 
to have stalled after identifying only 
A$200-300 million of savings. 

More worrying for the economy is 
the medium-term current-account out- 
look. Exports of Australia's light crudes 
have proved a handy addition to foreign 
earnings since they were permitted from 
mid-1984, fetching A$2.4 billion in the 
first year (1984-85) and exceeding the 
A$2.3 billion spent on importing the 
heavy fuels and other petroleum by- 
products not produced locally. 

Firm trends are not yet established, 
but major producer BHP Petroleum 
said its exports in January-March this 
year were about two-thirds the volume 
achieved a year earlier. Lower prices 
will reduce the oil-import bill as well as 
export earnings, but such a large cut- 
back in export volume could return 
Australia to being a net oil importer. 


| n any case this has been brought closer 
by a drastic cut in oil exploration and 
development since Canberra announc- 
ed its February decision to continue im- 
port-parity pricing. 

BHP and its partner Esso Australia 
said A$1 billion of a A$1.86 billion ex- 
tension programme planned for their 
Bass Strait fields would be deferred. Big 
onshore producers Santos and CSR 
halved their exploration budgets, and 
company failures have begun among 
smaller, more speculative explorers. 
The Australian Petroleum Exploration 
Association (APEA) said its surveys in- 
dicated exploration spending would fall 
from a planned A$850 million to about 
A$450 million this vear. 

While Minerals and Energy Minister 
Gareth Evans said this would take out 





the more “discretionary” and “high 
risk" exploration, APEA executive di- 
rector Keith Orchison said it brought 
forward the start of a rapid decline in oil 
self-sufficiency. Australia was consum- 
ing about 613,000 barrels a day even be- 
fore the price cuts. Reserves were being 
depleted by about 2.6 times the rate 
exploration has recently been adding to 
them. By the early 1990s, self-suffi- 
ciency will drop quickly unless large 
new discoveries are made. 

Given Australia's geology, this 
means high-risk exploration offshore, in 
the large structures of the Timor Sea 
and perhaps elsewhere. Having argued 
fervently in times of high prices for im- 
port-parity pricing, APEA is in no posi- 
tion to press now for keeping local 
prices above world levels. Pending a re- 
surgence of oil prices, it is hanging 
perhaps slim hopes on tax relief. 

A belief that oil prices will rebound is 
tempering the gloom, however. This 
has also headed off any panic about the 
A$9.8 billion liquefied natural gas pro- 
ject.now under construction in Western 
Australia. The partners say they are 
confident the rebound will have occur- 
red by the time exports to Japanese 
utilities begin in October 1989. 

While they last, the low oil prices will 
have a depressive influence on prices for 
Australian coal, which in calendar 1985 
earned A$5.1 billion or about 1595 of 
total export revenue — though the coal 
industry is uncertain precisely what the 
effect will be. Coking-coal contracts were 
settled with Japanese steelmakers, the 
main customer, just before the oil-price 
collapse in most cases. Prices were down. 
but reflected the oversupply of the early 
1980s and the anticipated effect of the 
rising yen on Japanese steel exports. 

Steaming-coal prices are directly af- 
fected by oil substitution, and many 
prices for the new Japanese fiscal year 
(which began on 1 April) have not yet 
been settled. "Obviously the oil price is 
going to be used as a weapon in negotia- 
tion with suppliers," said one coal-in- 
dustry source in Sydney. 

On the positive side, Australia is ex- 
pected to benefit from lower transport 
costs, while the 5 A cents or so fall in re- 
tail petrol prices (to around 50 A cents a 
litre, the lowest in the OECD countries 
outside North America) will also bring 
down the inflation rate from about 
8.5% in the year to March to about 8% 
in the year to June. 

But with comparatively little indus- 
trial use of fuel oil, and no oil-fired 
power generation outside remote min- 
ing sites, Australia will not enjoy the 
same direct boost as many other ad- 
vanced economies. 

Should the oil stimulus not produce a 
sustained lift in North America and 
Europe, the alternative scenario 
painted by some economists is that Aus- 
tralia could be faced with another cycle 
of current-account problems, currency 
depreciation and inflation. oO 
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An advanced binocular system turns night into day for military pilots flying nap-of-the-earth missions in 
helicopters. The Aviator's Night Vision Imaging System (ANVIS) is a helmet-mounted binocular that 
intensifies nighttime scenes illuminated only by faint moonlight or starl ight. It uses advanced optics and 
molded mechanical components to offer high performance in a rugged, lightweight package. Hughes 
Optical Products, a Hughes Aircraft Company subsidiary, builds ANVIS for the U.S. Army. 


The Australian Army will use a radar simulator to train operators and maintenance personnel on the 
AN/TPQ-36 Firefinder weapon locating radar. The trainer, designed by Hughes and built by British 
Aerospace Australia, is a computerized system that trains personnel without using either the production 
radar or live artillery fire. The radar itself pinpoints the position of enemy mortar, artillery, and rocket 
launchers. It rapidly scans the horizon with a pencil-thin beam, forming an electronic curtain across the 
battlefield. After detecting incoming projectiles, the system backplots their trajectories and passes the 
data to friendly forces for counterfire. 


Gold thread finer than the most delicate spider web can be bonded onto an area about the size of a mote 


of dust with a new bonding technique for microcircuits. The process uses a Hughes automatic wire 
bonder modified to handle ultrafine wire 1/2000 of an inch in diameter. A tiny ceramic capillary tube 
slides down around a wire and presses the end of it against a gold pad on the microchip. A blast of 
ultrasound causes the tip of the wire to vibrate back and forth, creating enough heat from friction to form 
the bond. The capillary then automatically moves up and across to the next pad. With another 
downstroke, the wire is cut cleanly and bonded to the pad, creating what is called a stitch bond. The 
process takes less than a second per wire (compared to one minute for conventional bonds), leads to less 


rework, and requires less material. Designers of chips for advanced airborne radars may now opt for 
more circuitry packed into the same space, or for a smaller faster chip with no loss of circuitry. 


The U.S. Marine Corps has a new one-two punch for close air support with a computerized weapon 


delivery system and the laser-guided Maverick missile. The Angle Rate Bombing Set (ARBS), mounted 
in the nose of the AV-8B and A-4M aircraft, lets a pilot deliver guided and unguided weapons and direct 
gunfire with unprecedented accuracy. ARBS cuts the time an aircraft is exposed to enemy fire by helping 
the pilot hit a target on his first run and avoiding the need for other passes. Laser Maverick locks on to the 
reflection of a coded laser beam aimed at a target by ground troops or an aircraft crew. The air-to-surface 
missile can also be carried by F/A-18 Hornet Strike Fighters and A-6E aircraft. Both ARBS and Laser 
Maverick are in production at Hughes. 


A new satellite provided the first telephone link between earthquake-stricken Mexico City and the 


Mexican consulate in Los Angeles, helping hundreds of anxious callers learn whether their relatives had 
survived the disaster. The consulate, located in the city with the largest population of Mexican citizens 
outside of Mexico City, was flooded with calls after the 78-magnitude quake on Sept. 19. For help, it 
turned to Hughes, which had built the country's three-month-old Morelos communications satellite. 
Hughes engineers located a shipment of communications equipment en route to New York City and 
diverted it to the satellite ground station outside the Mexican capital. Meanwhile, an antenna at the 
Hughes ground station near Los Angeles was pointed at Morelos. To complete the phone line, the 
engineers established a microwave link between the ground station and company offices, then hooked 
into the local phone system to the consulate. The line was kept open 24 hours a day. 


For more information write to: PO. Box 45068, Los Angeles, CA 90045-0068 USA 


© 1986 Hughes Aircraft Company 
Subsidiary of GM Hughes Electronics 








The Nomura Securities Co., Ltd. has a 
global network of 28 offices covering 19 
countries worldwide. These include key 

- financial centres such as New York and 
London. 


In the increasingly important Asia- 
Pacific region, Nomura's expanding 
organisation now includes Hong Kong, 
Singapore, Sydney, Melbourne, Jakarta, 
Bangkok, Kuala Lumpur, Beijing and 
Seoul. 


The range of our business activities is 
comprehensive. 

* Brokerage and dealing in all kinds of 
securities and money-market instruments. 

* Underwriting debt issues of governments 
and other institutions. 

* Research services and investment advice 
on securities, and economic, financial, 
and corporate affairs. 

* Foreign exchange, money-market 
activities and deposit-taking. 

* Participation in international syndicated 
loans. 


— NOMURA 


Nomura Internationa Hon kono Lro. Tel: (5) 201811-6 


SINGAPORE NOMURA MERCHANT BANKING LIMITED Tel: 2208766 
NOMURA FUTURES (SINGAPORE) PTE LTD. Tcl: 2208766 

NOMURA AUSTRALIA LIMITED (Sydney) Tel: (02) 221-5911 

P.T. FINCONESIA (Jakarta) Tel: 5781500 

BANGKOK REPRESENTATIVE OFFICE Tel: 235-3237-8 

KUALA LUMPUR REPRESENTATIVE OFFICE Tel: 230-5664 

BEIJING REPRESENTATIVE OFFICE Tel: 50-2255 

SEOUL REPRESENTATIVE OFFICE Tel: 752-0370 

MELBOURNE REPRESENTATIVE OFFICE Tel: 654-2444 


THE NOMURA SECURITIES CO., LTD. 
Tokyo Head Office Tel: (03) 211-1811, 211-3811 
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Playing a tough game 


MFA talks are complicated by preparations for new Gatt round 


By Frances Williams in Geneva 


A; uncompromisingly tough stance 
by the US over the future of the 
Multi-Fibre Arrangement (MFA), the 
world-wide trade pact on textiles, has 
disappointed developing-country ex- 
porters and cast a shadow over pros- 
pects for a new round of the Gatt mul- 
tilateral-trade talks, due to be held in 
Uruguay in September. 

A meeting of representatives of 
some 50 countries in Geneva in early 
April to discuss what should replace the 
present MFA when it expires at the end 
of July produced no hint that the US was 
prepared to budge from its insistence on 
still-tighter restrictions on Third World 
imports. This was in marked contrast to 
the guardedly liberal noises coming 
from the EEC camp. 

The MFA talks are inextricably 
bound up with preparations for the new 
round of global negotiations designed to 


liberalise world trade. Arthur Dunkel. | 


director-general of Gatt, who chairs its 
Textiles Committee, also chairs the pre- 
paratory committee for the new round 
which hopes to report in mid-July. 

For exporting countries, the MFA 
discussions represent the acid test of 
Western commitment towards strength- 
ening the Gatt system of open trade and 
lowering protectionist barriers. If the 
rich nations are not prepared to put 
principle into practice on textiles — 
which account for a tenth of world trade 
in manufactures and constitute the first 
plank of developing-country-indus- 
trialisation programmes — what confi- 
dence can poor nations have in promises 
f future gains from the wider round of 
.rade talks? 

"The new round will have no signifi- 
cance for developing countries without 
meaningful and substantial liberalisa- 
tion in textiles," says a senior diplomat 
from one of the most influential Asian 
exporting countries. 

In an attempt to present a united 
front, the developing-country group ag- 
reed in Peking in March to drop de- 
mands for an immediate end to the 
MFA and return to normal Gatt rules, 
from which the MFA and its associated 
web of bilateral deals is specifically 
exempt. Many smaller exporters fear 
they would lose more from a sudden 
free-for-all (and likely protectionist re- 
sponse) than from the limited but as- 
sured market the MFA provides. But all 
insist that the next MFA must be more 
liberal and pave the way for an orderly 
phase-out. 

In a paper presented to the last meet- 
ing of the Textiles Committee, the ex- 
porters argued that the textiles and 
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clothing industries in the US and 
Europe had already undergone substan- 
tial restructuring, for which the MFA 
was designed to provide a breathing 
space. Many of their textile producers, 
using — capital-intensive production 
methods, are now more than competi- 
tive with low-wage, labour-intensive 
suppliers. American industry, for exam- 
ple, is investing US$1.5 billion a year in 
new equipment, and output and profits 
are rising. 

The developing-country exporters 
also see no justification in being singled 
out for tough import restrictions under 
the MFA. The Mediterranean produc- 
ers — Spain, Portugal and Greece — 
are also low-cost suppliers, in many 
cases undercutting the Third World. 
Yet, these countries 
are entitled to unre- 
stricted access within 


the EEC and face 
fewer restraints in 
the US. 


While US imports 
of MFA fibres rose 
by 8% last year, 
nearly half the in- 
crease came from a 
27% jump in de- 
liveries from West- 
ern Europe. Imports 
from developin 
countries increase 
by only 3% and their 
share of the total has 
fallen. 


So far, the US’ | Dunkel: test for Gatt. 


chief textiles 
negotiator, Charles Carlisle, has not re- 
vealed his full negotiating hand. But the 
gist is clear enough. To prevent “de- 
stabilising” surges, the US wants a 
freeze on imports at 1985 levels for the 
big surpphets to the US market — Hong- 
kong, Taiwan, South Korea and China; 
limited growth for others, and extension 
of MFA coverage to silk, ramie and 
linen, imports of which have risen 
rapidly in the past three years. It is seek- 
ing a commitment on the part of export- 
ers to reduce their own barriers to im- 
ports of American textiles and clothing. 


he White House is under enormous 
pressure from industry and its backers 

in congress to tighten the import screw. 
Congress is due to vote again on 6 Au- 
ust on the highly restrictive Jenkins 
ill on textiles imports in an attempt to 
override President Reagan's January 
veto of the same measure. The adminis- 
tration has not even bothered to wait for 
completion of the MFA negotiations 





> 


before despatching Carlisle on a tour of — 


Asian capitals to request further “vol- 
untary” restraint of deliveries to the US 
market, a request which, if it had been 
agreed to, could seriously weaken the 
exporters’ bargaining position in 
Geneva. 

As it is, the Americans have already 
succeeded behind the scenes in securing 
some “voluntary export restraints” on 
silk, ramie and linen items — outside 
the MFA bilateral arrangements — for 
instance, from South Korea. By com- 
parison the EEC seems positively be- 
nign. The EEC negotiator, Jean-Pierre 
Leng, has been given an unexpectedly 
relaxed mandate by ministers, despite 
some reservations within their ranks. 

The community is offering a less re- 
strictive MFA for a further four or five 
years. This includes a cut in the number 
of quotas from 600 to 450, fewer country 
agreements, more flexibility in the op- 
eration of quotas, unchanged fibre 
coverage, slightly more generous treat- 
ment for the poorest countries (above 
the present 6% growth norm), and the 
same or slightly higher growth rates 
than now for most 
items except “sensi- 
tive” products from 
dominant suppliers 
— in the EEC's case, 
Hongkong, Taiwan, 
South Korea and 
Macau which 
could face a 
standstill. The EEC 
is also prepared to 


consider dropping 
quotas which are 
underused. 


The developing- 
country group be- 
lieve the European 
mandate could pro- 
vide a starting point 
for negotiations, 
though they intensely 
dislike the principle of differentiation 
between "dominant" and "poor" sup- 
pliers and will oppose the EEC's call for 
reciprocal market-opening measures. 

But it is the question of “phase-out” 
which is expected to make or break the 
talks, due to resume in Geneva on 1 
May. The community has said it is pre- 
pared to negotiate a return to Gatt rules 
in the new trade round. The exporting 
countries say an end to the MFA is not à 
bargaining issue, entailing tit-for-tat 
concessions. “It’s like asking a political 
prisoner just released from 10 years in 
Jail to pay back the government for the 
cost of incarcerating him," one official 
commented. Instead, they want an 
explicit and inescapable commitment 
written into the new arrangement. 


The Americans apart, all sides say f 


the next MFA will have to reflect moves 


by the new Gatt round preparatory 


committee to halt fresh protectioni 
measures and roll back existing ones — 
it has to be less restrictive. o 
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i ; By Louise do Rosario in Shanghai 
^ Dre China's measures to control 
M imports and thus save shrinking 
— foreign-exchange reserves, the cutbacks 
are unlikely to affect the key steel sec- 


tor 


E. 


Available data indicate that China 
will remain one of the world's top steel 
importers, at least until the turn of the 
century, even though it is already the 
world's fourth-largest steel producer. 
China is now the world's second-largest 
steel importer, after the US. 

Unlike imports of consumer goods 
and hi-tech products such as computers, 
which Peking can afford to slash, steel 
products are essential for almost all 
sectors of China's modernisation pro- 
gramme. The officially estimated de- 
mand for raw steel in 1990 has been put 
at “more than 100 million tonnes” com- 
pared with production in that year 
which is targeted in the just-published 
Seventh Five-Year Plan at only 55-58 

million tonnes. 

The past 12-15 months has illus- 
trated China's n ii ise insatiable ap- 

| petite for steel. Demand has com- 
pletely outstripped domestic produc- 

. tion. Prices of steel traded outside state 
plan allocations were reportedly many 
times higher than those quoted by the 
state. 

Numerous small local iron and steel 
plants also sprang up in rural areas, pro- 

| ducing high-priced steel products from 

. whatever scrap metal they could get 
hold of. 

| In this rush for steel, state-owned 

| factories — which were traditionally 

. guaranteed supplies to meet their pro- 

. duction targets — were also affected. At 

| one stage in 1985, some enterprises pro- 

ducing electrical appliances were close 
to halting production because of the 

"acute shortage" of this key raw mate- 

rial, reported China Daily in August. Of 

the country's 21 large steel plants, 19 

also suffered from crude steel shortages 

and were thus able to fulfil only part 

— as low as only 18% in the case of 

Hebei's Tangshan Steel Co. — of the 

state's target output in the first half of 

| 1985. 

. The greatest beneficiaries of China's 
huge demand for steel have been Japan- 

. ese exporters, who currently dominate 

.| the market, accounting for more than 
. 60% of steel imports. Brazil and the 

Soviet Union follow with 10% and 4%, 

J — — with small shares for Aus- 

tralia, Romania and Argentina. Last 
| iun the China market was a bonanza 

. for foreign steel suppliers, who had 

been  sufferin 

worldwide steel slump. 


| Long march to sufficiency 
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| Despite domestic growth, China to remain a big steel importer 


In the first nine months of 1985, 
China imported a record 14.19 million 
tonnes of iron and steel products 
(mosty steel strips, plates and pipes), 
exceeding the 13.32 million tonnes 
bought during all of 1984. Japan 
snatched up Rmb 7.54 billion (US$2.3 
billion) of the Rmb 12.74 billion China 
spent on the prono between January 
and September 1985, according to 
Chinese customs statistics. 

Iron and steel products now make up 
about a quarter of Chinese imports from 
Japan and are likely to maintain an im- 


portant position in their bilateral trade | 


for a long time. Unlike motor vehi- 
cles and TV sets, which China is deter- 
mined to produce itself, import substi- 
tution for steel is difficult in the short 
term. 

China’s steel production, though ris- 
ing in recent years, has not been able to 


PHOTOS XINHUA 


Quality control: meandering. 


— — 


x C 9 =< =e 
mor cA 
^. P^ E . 








j Taft " bu. * PA OTe 
| capacity of 1 illia [ A onnes or 1! nore. 3 





* Customs statistics (up to September). 


— CREDE am * 


uA Toe 







* 
e 


ut much without 
major investment “and greater energy 
consumption. Also, the stress is now 
more on producing. a wider and better 
range of steel products rather than on 
merely increasing output. 

China's steel, industry illustrates 
more clearly than other sectors the 
country's meandering, unbalanced ap- 
proach to economic.development. Since 
1949, steel — the symbol of industriali- 
sation to developing countries — has 
been given high priority in national 
planning. It was always the first sector 
to be assured of funds and the first to 
be given an output target, on which 
other related sectors in turn based their 
plans. 

The Great Leap Forward movement 
in 1958 — which encouraged construc- 
tion of backyard furnaces — pushed 
output of raw steel up temporarily from 
5.35 million tonnes in 1957 to 18.45 mil- 
lion in 1960 — only to be declared a tot: 
waste of resources later on when it wi... 
conceded that most of the added output 
was of unuseable quality. Production in 
the early 1970s fluctuated from 17-20 
million tonnes of raw steel annually. In 
1977, former party chairman Hua 
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catch up with the domestic boom in con- 
struction, infrastructure development 
and other capital investment. In the 
Sixth Five-Year Plan (1981-85), indus- 
trial output grew by an annual average 
of 12.49%, while rolled-steel output 
grew by 6.34%. And China's steel tech- 
nology is particularly inadequate when 
it comes to demand for more sophisti- 
cated products, such as steel plates used 
in cars and seamless pipes for offshore 
equipment. 


Ses Baoshan steel plant, on 
which much hope was once placed 
to bring production technology up to 
date, will only have a marginal effect on 
domestic steel output and the country’s 
production capability, at least until its 
second stage comes into operation in 
1990. 

China's other 14 major steel plants, 
each of which has an annual production 


Guofeng, in what appears to have been 
a burst of optimism rather than plan- 
ning, set the target at 60 million ton- 
nes by 1985. In the event, not much 
mom than half that figure was achiev- 
ed. 

Today the call is for more balanced 
development between heavy and light 
industries — and steel is no longer re- 
garded as “the key link.” The new raw- 
steel output target is set at 55-58 million 
tonnes by 1990, against an estimated de- 
mand of 100 million tonnes. “The esti- 
mated shortfall of 40 million tonnes 
means that China will need to build 
another six or seven Baoshans to satisfy 
demand,” said Sato Akira, a manager of 
Nippon Kokan in Peking. “We there- 
fore do not anticipate China will reduce 
its steel imports significantly in the next 
10-20 years.” aT 

For the past three years, steel im- 
ports were needed to satisfy about a 











third of China’s demand, accounting for 
14% of the total import bill. In 1984, 
production of 33.72: million ‘tonnes of 
rolled steel was supplemented by: 13.32 
million tonnes of imports: Chinese press 
reports predicted that steel imports last 
year would reach 15-16 million tonnes, 
against a domestic output of 36.8 mil- 
lion tonnes. 

During the economic re-adjustment 
of 1981-82, however, steel imports were 
held down to around 3 million tonnes a 
year, after reaching 8.47 million tonnes 
in 1979, 

Some analysts doubt if Peking can 
suppress demand or regulate supplies as 
effectively as before, especially when 


only an estimated 40% of the steel out- | 


put is produced directly under the 
state plan. Any abrupt attempt to im- 
pose strong control in the increasing- 
ly open steel market may push domestic 
rices back to last year's abnormal 
ighs. 


he highest steel prices quoted by the 

official Chinese media late in 1985 
were Rmb 2,000 a tonne (the type of 
product was not specified) 
compared to Rmb 1,400 | 
early in the year. 

Chinese press reports es- 
timate this year's rolled- 
steel supplies will be 54-56 
million tonnes, 15-16 mil- 
lion tonnes of which will 
be imports. Demand aside, 
China's  foreign-exchange 
position will be a decisive 
factor. And the infrastruc- 
ture (especially port 
facilities) to handle big in- 
creases in steel imports is 
also a problem: at one stage 
last year, Japanese steel 
products were stalled at 
Chinese ports because of 
congestion. 

China also imports a 
» Owing volume of iron ore, 
taking advantage of low 
world prices. It is convine- 
ed that importing is fast- — 
er and cheaper than developing its 
own low-grade, widely scattered iron- 
ore deposits. Foreign traders estimate 
that China imported 10 million tonnes 
of iron ore last year, a substantial por- 
tion being used by the Baoshan steel 
plant. 

" When the plant's first-stage produc- 
tion comes into full operation eventual- 
ly, it will require at least 4-5 million ton- 
nes of iron ore a year, 9095 of which will 
come from overseas. Australia, Brazil 
and India are the potential major 
suppliers. 

Industry sources estimate that China 
will need to import 20 million tonnes of 
ore in 1990, doubling to 40 million ton- 
nes in 2000. To secure cheap and regular 
supplies from overseas, Peking has ex- 
pressed interest in investing in iron-ore 
mines in Australia and Brazil. o 
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Baoshan steel works: pragmatic strategy. 
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Costly lessons. |... a i 
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Baoshan plant shows China how not to impo technology 
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T first stage of the controversial Rmb 13 billion Baoshan iron and steel 
plant near Shanghai began operation in September 1985 after 

of construction. No doubt Chinese leaders were relieved to see (d 

some project begin production, after years of debate followed by the exp $ 

ture of millions of dollars of foreign exchange on China's most expensive in- _ 

dustrial plant. Mi, 

But the real challenge for Baoshan's 25,000-plus workforce is just begin- — | 
ning. The plant's first stage was built almost entirely with imported | 
and parts, under the direct guidance of 1,690 Japanese and West German spe- 
cialists, according to Chinese press —— 

Baoshan’s second stage, scheduled to be complete by 1990, is to be built 
with at least 70% local content and with domestic expertise acquired from 
working with Nippon Steel and other contractors. The key equipment d 
will be the cold- and hot-strip mills to be supplied by a consortium led by est 
Germany's Schloemann Siemag and two continuo mills hee om 
The second stage, estimated to cost as much as the first, will need a less 
foreign exchange, Chinese officials claim. 


"s 






It is hard to know yet how self-sufficient China actually will be in running 
the plant, with the imminent departure of foreign experts in the coming 
months, added to the problems of building most of the second stage it- 
self. 

There have been many times when China bought sophisticated t 
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but was unable to absorb it, owing to 
managerial problems and t in- 
experience. Even more of a problem is 
how effective Baoshan will be in shar- 
ing its expertise with other Chinese 
steel mills. The horizontal links be- 

_ tween Chinese production units are 
weak in general, and non-existent in 
many cases. 

Transfer of technology has been 
the theme of Chinese cymakers 
seeking to justify what is gen- 
erally regarded as an expensive les- 
son for the country. Some Chinese of- 

ials remain unconvinced of the 
worth of the project, so much so 
that the official press still 
ly prints articles remi the public 
that the cias is “a hen" that will lay 
the much-needed “eggs” (steel) one 
day. 

The “eggs” will not be many un- 
til Baoshan’s first two are 
in full operation in 1990. The 

—— first stage is designed to produce 
a maximum output of 3.12 million tonnes of raw steel annually in 1990, 
a drop in the bucket of the estimated demand of 100 million tonnes by 
then. 

Baoshan's second stage, which will take the plant's planned output to 6.7 
million tonnes of raw steel by 1990, will make a stronger but still-limited im- 
pact on the domestic market. Its production of medium-thick and thin steel 
slabs by 2000 will help halve imports of these products, Chinese officials claim. 
In 1984, China spent US$1.6 billion on these two kinds of steel. 

Baoshan's real value, however, is much more than its uction. The 
traumatic experience Chinese policymakers had with Baoshan has led to a 
major shift in China's industrial-development strategy, from one of import- 
ing entire plants to the more pragmatic objective of upgrading what it already 
has. 

Today, China is reluctant to build big expensive projects on its own. Most 
large projects, such as the Daya Bay nuclear plant and the Antaibao coal mine 
in Shanxi's Pingshuo region, are being built on a joint-venture basis, often re- 
lying on the foreign partners to come up with the financing. Another example 
may be the 3 million-tonne Ningbo steel plant, proposed by prominent Hong- 
kong businessman Sir Y. K. Pao. China is looking for foreign investors to pro- 
vide 100% financing, industry sources said. — Louise do Rosario 
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ECONOMIES 


Heads just above water 


Most developing Asian nations barely held their own in 1985 


By Jose Galang in Manila 


conomic growth in the Asian Deve- 

lopment Bank’s (ADB) developing 
member countries (DMCs) slowed in 
1985 to an average 3.6%, compared to 
6.6% in 1984. It was the sharpest fall 
since 1982 (when the average growth of 
gross domestic product in the area fell to 
3.8%), and marked the third consecu- 
tive year of lower growth for the region. 

The bank’s annual report, released 
ahead of the 30 April-2 May annual 
meeting of the ADB board of governors 
in Manila, traced this slowdown to slug- 
gish economic growth in industrial 
countries which, in turn, depressed 
world trade. The impact — in terms of 
weaker export markets — was particu- 
larly felt by the so-called newly indus- 
trialised countries (NICs) and the re- 
source-rich, middle-income countries in 
the region. 

The outlook for 1986 for the global 
economy, the ADB said, suggests in 
broad terms a continuation of the trends 
in 1985. The bank said an expansion in 
international trading opportunities is 
necessary for any expected modest im- 

rovement in the world economy to 
ave any beneficial impact on the 
DMCs. 

“In the industrialised countries, sub- 
dued economic activity and continuing 
high levels of unemployment aggra- 
vated protectionist pressures. Interna- 
tional currency movements continued 
to be volatile and the cost of interna- 
tional borrowings on commercial terms 
remained high in real terms,” the ADB 
summarised. 

This dampened demand for ADB 
loans, which in 1985 was US$1.9 billion, 
down 14.6% from the previous year’s 
US$2.23 billion. Loans from the bank’s 
ordinary capital resources fell 18% to 
US$1.27 billion, while those from the 
soft-loan window, Asian Development 
Fund, shrank 6.8% to US$637 million. 

Among 16 of the DMCs which re- 
ported 1985 economic performance (the 
16 also account for 98% of the com- 
bined GDP of all DMCs), slower GDP 
growth was noted in eight: Bangladesh, 
Hongkong, Indonesia, South Korea, 
Malaysia, Nepal, Taiwan and Thailand. 
Overall contraction was recorded in 
three — the Philippines, Singapore and 
Fiji. The Philippines, whose economy 
began to decline in 1983, slowed its fall, 
mainly due to a slight recovery in ag- 
ricultural output. 

Agricultural growth, or the lack of it, 
and weak world commodity prices, 
were key factors in the performance of 
many South and Southeast Asian coun- 
tries: 
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» Pakistan showed a GDP increase of 
8.276, up from 4.3% in 1984. Pakistan is 
in the process of carrying out program- 
mes to boost agricultural productivity 
and output, and developing more 
domestic sources of energy. 

» India improved on a growth rate of 
3.7% in 1984 to 4.5% in 1985. 

» Sri Lanka posted 5.4% growth in 
1985, compared to 5% in 1984. Sri 
Lanka is already aiming to reverse the 
deterioration of its capital resources and 
restructure some basic industries, in- 
cluding agriculture. 

> Burma and Papua New Guinea 
posted growths of 6.9% and 3%, re- 
spectively, in 1985, compared to 6% 
and 2.2% in 1984. 

» Indonesia's GDP growth fell to 2.9% 





DEVELOPING TRENDS 


lower oil-export earnings, reduced 
growth in non-oil exports, and slowed 
growth in agriculture. 

» Malaysia, for its part, was beset by 
lower domestic investment, weaker ex- 
ternal demand for its commodity ex- 
ports, and a cutback in crude-oil 
production. It showed slower GDP 
growth in 1985: 2.8%, against 7.6% in 
1984 

» Thailand's economy slowed, largely 
due to a slump in commodity prices and 
government austerity measures, with 
the GDP rising only 4% in 1985, against 
6.2% in 1984. 

The NICs, meanwhile, reeled under 
the combination of weak domestic de- 
mand and growing protectionism in 
their principal export markets. Singa- 
pore lost some of 1984’s GDP growth of 
8.2% with a 1985 contraction of 1.8%, 
following a severe setback in manufac- 
—— output. The same pattern was 
noted in Hongkong (where GDP 

rowth plunged from 9.3% in 1984 to 
8% in 1985), South Korea and 
Taiwan. 


in 1985 from 5.8% in 1984, depressed by 


Production of foodgrains — rice, 
wheat and maize — in the DMCs 
reached a record 320 million tonnes in 
1985. However, the growth rate of 0.5% 
is minuscule When compared with the 
9.3% expansion in 1984. In 1985, the 
DMCs imported less foodgrain — 
though they remained net importers of 
the commodity — because of higher 
local production. The region also re- 
corded significantly higher production 
of commercial crops such as coconut, 
palm oil, jute and tea. Production levels 
for rubber and cotton were at about the 
same level as in the previous year. 

The DMCs also registered a weigh- 
ted average rate of inflation of 5.2%, 
down from the previous year’s 7.6%. 
This was traced to lower j os for 
foodgrains, raw materials and imported 
oil, stable prices for manufactured im- 
ports, and stabilisation measures 
adopted by their governments. 

Based on preliminary reports, erude- 
oil imports in 1985 amounted to so 
US$32.6 billion, down 9.9% from uc 
previous year's mark. The higher rate of 
decline (from 6.495 in 1984) was due to 





the softening of world oil prices and the 
slower pace of economic activity in 
many of the DMCs. This was also m: 
ifested in the slower rate of incre: 
(4%, compared to 10.3% in 1984) in 
electricity consumption. Much of this 
small increase was due to urbanisation 
of farm areas. 

The DMCs remained in deficit in 
their external trade. Their combined 
trade deficit increased in 1985 to US$4.9 
billion, from US$4 billion in 1984, as 
their combined exports fell 2.8% to 
US$175 billion and imports increased 
2.3% to US$180 billion. Of the nine 
DMCs that reported terms-of-trade in- 
dices, adverse movements were report- 
ed by Burma, Malaysia, the Philippines, 
Thailand, Sri Lanka and Taiwan. 

Slower growth in GDP and foreign 
trade upset the budgets of many DMCs. 
Austerity measures taken by various 
governments included more vigorous 
tax-collection measures, postponement 
or scaling down of public-sector deve- 
lopment projects, and reduction of 
nominal interest rates to encourage 
domestic investment. f 
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Q9 Further significant business expansion — 
Capital expenditure £27m HH 
@ Expenditure on acquisitions £39m H $ 
@ Capital expenditure by principal Interox E 
|| companies £35m D 
@ Dividend up 25% to 8.25p. TE 
Profits have increased nearly five times and Wo 
earnings per share ten times since 1980 a Ge: 







6We have entered the current year with a sense | Earnings Per Share - Hex- 
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Asean: a free trade area 


or a customs union 


he economic downturn in 1985 has 

led policymakers in Asean to seek 
alternatives to exporting to the US, 
Japan and Europe, and to look more 
closely at the potential of the Asean 
market. The forthcoming 20-year an- 
niversary of the Asean declaration next 

ear and the 10-year anniversary of the 
Bali Summit this year provide oppor- 
tunities for reviewing the achievements 
of Asean economic cooperation. There 
appears to be a political will to consider 
new and bold steps. 

The private sector has repeatedly 
pressed for bolder moves towards closer 
economic cooperation in Asean. All 
such proposals may elicit no more than 
benevolent smiles from those 
who, for almost two decades, 
have seen enthusiastic initiatives 
for Asean's economic coopera- 
tion come and go with little or no 
effect on the course of reality. 
This applies in particular to the 
academic field, where, too often, 
the predominance of politics over 
the economic dimension in Asean 
has made theoretical studies of 
Asean economic cooperation ap- 

ar esoteric, if not irrelevant. It 
is now, perhaps, time for acade- 
mic economists and political 
scientists in Asean to re-examine 
the possible avenues of regional 
economic cooperation. 

There are several possible ap- 
proaches to evaluating alternative 
models of Asean economic coopera- 
tion, referred to here as “defeatist,” 
"naive," “purist” and “rational,” re- 
spectively. The defeatist argument 
against alternative trade models focuses 
on the question of political feasibility. 
According to this approach, there is no 
point in analysing economic-coopera- 
tion models in Asean, because overrid- 
ing political considerations will prevent 
any change in the economic sphere. 
Until recently, this approach appeared 
to be the most realistic one. 

At the other extreme, the naive ap- 
proach regards any economic model 
that promises benefits for the region as a 
whole as a viable option. A solution is 
considered acceptable if the majority of 
countries — or of the combined popula- 
tions — benefits, even if one or more 
participating countries would be re- 
quired to make economic sacrifices. It 
imputes an element of supranational ra- 
tionality to Asean member countries 
that clearly does not exist, any more 
than it exists in other regions. 

The purist position is that, on 
theoretical grounds, no form of regional 
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Thai exports: Asean market plan. 





economic organisation is acceptable, 
because by discriminating against non- 
members it would be incompatible with 
global free trade. While some gains for 
the participating countries may emerge, 
the economic costs borne by the rest of 
the world would outweigh them. 

The basic dilemma faced by ar- 
chitects of an Asean-specific trade sys- 
tem is that none of the “pure” solutions 
offered by international-trade theory is 
acceptable to all Asean governments. 
The latter's wide divergence of interests 
is the result of their present trade-policy 
regimes. Indonesia, the Philippines and 
Thailand have high tariffs on imports 
while Singapore and Brunei have practi- 








cally none. Malaysia has an inter- 
mediate position. 

The "pure" solutions available, in 
order of increasing levels of integration, 
are: preferential-trading arrangements; 
a free-trade area; a customs union, and 
a common market. Preferential-trading 
arrangements merely entail a reduc- 
tion. of tariffs in intra-Asean trade, 
generally on selected commodity items 
only. 

Reducing all intra-Asean tariffs to 
zero creates an Asean free-trade area. 
In this case, each country maintains its 
own specific tariff vis-à-vis the outside 
world. When these external tariffs are 
harmonised, say, at the average level of 
the Asean countries, the free-trade area 
becomes an Asean customs union. Free 
mobility of capital and labour within the 





Dr Hans Christoph Rieger is cur- 
rently Visiting Fellow and Adviser 
at the Asean Economic Research 
Unit, on leave from the South Asia 
Institute, Heidelberg University. 
The above contribution expresses 
his private views. 
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group, finally, produces an Asean com- 
mon market, It.is. only at this stage that 
Asean would become comparable to the 
EEC; 0! | 

The main disadvantage of a free- 
trade area is that it would leave the pre- 
sent pattern of unequal external tariffs 
unchanged. This means that goods flow- 
ing.into the region through Singapore 
could then be exported duty-free to In- 
donesia, Malaysia, the Philippines and 
Thailand, thus circumventing their 
higher external tariffs. The greater the 
tariff differential, the more likely will be 
the attraction of this flow of goods from 
external sources through Singapore to 
the other Asean countries. 

Itis clear that Singapore would bene- 
fit substantially from such an arrange- 
ment and would therefore welcome the 
creation of an Asean free-trade arer 
Not so Indonesia, Malaysia, the: Philiy 
pines and Thailand. Given their presem 
trade regimes, they would stand 
to lose, at least in the short run, 
and would therefore oppose this 
solution in the absence of safe- 
guards. 

Such safeguards could restrict 
the free trade of goods to those 
of Asean origin. In fact, this 
is what the present Asean Pre- 
ferential Trading Arrangements 
do. However, the system re- 
quires cumbersome rules and 
certificates of origin. The greater 
the tariff differentials are in 
Asean, the greater will be the 
temptation to circumvent the 
origin rules — or to suspect part- 
ner countries of doing so. 

All these problems are avoided in 
the case of a customs union. A common 
external tariff, fixed, forexample, at the 
average level of the participating coun- 
tries, would supplement the intern: 
tariff reduction. It would prevent th. 
surge of imports into the Asean market 
through Singapore that would be in- 
duced if external tariffs were main- 
tained at their original levels. 


H owever, while the high-tariff coun- 
tries of Asean would have good 
grounds for accepting such a solution, it 
is clear that Singapore would not. Singa- 

ore has no significant tariffs on most 
imports, and its very existence depends 
on the free trade of its entrepót har- 
bour. Just as Singapore must accept the 
reluctance of its Asean partners to 
create a free-trade area, so the others 
must accept Singapore's inability to 
commit economic suicide by joining an 
Asean customs union. 

Furthermore, it is uncertain whether 
Malaysia, which would have to raise 
some external tariffs to the average 
level, would do so. But this could Do 
solved by agreeing on a lower external- 

| closer to Malaysia’s level. 
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. er measure to a cOmmon market, in 

. which the complete:mobility of Asean 
. nationals thro the Asean region 
. would be possible in addition to a cus- 
toms union. (OB? 

If the prime reason for rejecting the 
pure solutions lies in the great differ- 
ences in present trade regimes in Asean, 
it shedid be worth looking at options 
that specifically take these differences 
into consideration. This could be done 
by providing mutually agreed rules that 
differ from country to country. Treating 
the member countries of Asean as 
equals in terms of sharing benefits does 
not necessarily imply treating them 
equally in terms of starting positions. 

In the case of Asean, an even neater 
solution would be worthy of detailed 
consideration. The “Asean Market" 
--oposed here would take account of 

noted countries' tariff policies as 
well as Singapore's free-trade regime. 
The model entails: 
> First, establishment of a customs 
union comprising Indonesia, Malaysia, 
the Philippines and Thailand. 

» Secondly, negotiation of the common 
external tariff of this customs union at a 
level as close to Malaysia's present tariff 
levels as possible. 

> Thirdly, establishment of a free-trade 
area linking the customs union with 
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| accepta of | 
, fh external tariffs ^ in even great- | inthe ¢ existing Asean Preferential Trade 
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origin (defined, for examp 
Arrangements). 

» Fourthly, negotiation of a special : ar- 
rangement with Brunei for becoming 
part of the customs union or of the free- 
trade area. 

» Fifthly, a 10-year timetable prescrib- 
ing annual tariff adjustments until the 
final levels of internal and external 
tariffs have been reached, and a review 






6 Treating the member 
countries of Asean as equal in 
terms of sharing benefits does 
not necessarily imply treating 
them equally in terms of 
starting positions. 








mechanism for slowing down or speed- 


ing up the tariff adjustment process in 

accordance with current developments. 
This model would benefit each of the 

participating countries, thus fulfilling 


the set of assumptions presented ear- - 


lier. Gradual implementation would en- 
sure that the perceived uncertainties of 
change would be kept to a minimum. 
Businesses in Indonesia, the Philip- 
pines and Thailand would be able to ex- 
port free of duty to all the other Asean 
countries. The gradual reduction of ex- 
ternal tariffs to the Malaysian level 


All these securities have been sold, this 


announcement appears as a matter of record only. 


THE FORMOSA FUND 


(a contractual securities investment trust fund established under and governed by 


the laws of the Republic of China in Taiwan) 


US$25,000,000 


Investment Manager 
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efficiency í of local producers and thus in- 
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high and might create countervailing 
forces, but these should be outweig hed 
by other positive factors. =~ ~ lt 


Te same reasoning applies to Malay- 4 
sia, with the exception that there 
would be no significant change in trade - 
conditions with countries outside the re y 
— To some extent trade may be de- 
ected from outside suppliers to Asean 
suppliers, but this is not likely to be per- 
ceived as a large cost in Malaysia. - 
Again, businessmen in Malaysia would - 
be able to export duty-free throughou B. 
the Asean region. t 
In Singapore, traders would cont 
tinue to face tariff barriers in neighbour: ; 
ing countries, but in the case of In- 
donesia, the Philip ines and Thailand - 
these would be reduced to the — 
sian level. Producers in Singapore 
would have duty-free access to the © 
Asean market — provided they produce — 
the required certificates of origin, and — 
local industry would thus receive a | 
boost. Trade with third countries would — 
be largely unaffected by the demos | 
ment, and Singapore's entrepôt statusi 
would be preserved. 
Once the general outline of such a 
mutually beneficial scheme has been ag- 
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upon by the major Asean coun- 
tries, a special arrangement for Brunei 
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| that is beneficial both to Brunei and the 
| other Asean countries will not be dif- 
| ficult to design. 
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While considering the Asean market 
model, it is necessary to be clear on a 
number of advantages, difficult to mea- 


sure in their impact as yet, that would 


benefit the region as a whole once a 
model of this kind were implemented. 
The development of the EEC has shown 
that these effects can far exceed initial 
expectations: 
» The Asean region could become an 
attractive location for outside investors. 
For many foreign corporations, the 
prime motivation for investing in the re- 
ion is not the existence of lower pro- 
uction costs, but rather the fact that 


- they can surmount existing tariff bound- 


aries and corner a part of the local mar- 


_ ket by setting up production in the region. 


Obviously, the size of the potential 
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market is a crucial consideration in such 
investment decisions. The creation of 
an Asean market as outlined above 
could be expected to bring about a sub- 
stantial increase of foreign investment. 
» The decision to form an Asean mar- 
ket as outlined above would determine 
the future development of tariffs in the 
region far in advance, thus pening 
businessmen in Asean countries as well 
as outside the region to plan for the fu- 
ture. By eliminating the uncertainties of 
national trade policies, substantial gains 
in planning and production efficiency as 
well as in local investment decisions can 
be obtained. 

The experience of the EEC shows 
clearly that economic adjustments with 
accompanying benefits began in Europe 
far in advance of actual tariff changes, 
because future changes in the public 
sector were known to private business- 
men and could be taken into account. 

» There is great potential for Asean in 
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intra-industry trade. It is often thought 
that Asean countries are competitive 
and that the scope for specialisation and 
intra-Asean trade is therefore limited. 
The experience in the EEC has shown 
that the greatest benefits in trade crea- 
tion have been reaped in competitive in- 
dustries that have been induced to spe- 
cialise and to exchange specialised pro- 
ducts to their mutual benefit. 

It is obvious that the model proposed 
here requires much further analysis and 
substantial additional refinement be- 
fore it can move to the level of decision- 
making. Such analysis should be con- 
ducted in each Asean country with the 
specific national interest in mind rather 
than from an unrealistic and abstract 
Asean perspective. 

The important point seems to be that 
such analysis can be stimulated by the 
recognition that models with potential 
benefits for all Asean countries, con- 
trary to academic opinion, do exist. EJ 
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ECONOMIC MONITOR PHILIPPINES 


dps Philippine economy remains 
weak despite the confidence it has 


- enjoyed since the new government of 


President Corazon Aquino took power 
on 25 February. Although inflation has 


- been kept in check, despite a sharp rise 


in money supply, fresh investments re- 
mained scant and manufacturing activi- 


_ ty stayed sluggish well into the second 


quarter of the year. 
Investors have been paying mainly 


_ lip-service to the new environment, but 


they have remained on the sidelines de- 


spite some encouraging signs from 


monetary authorities that the tight gri 


on money supply may soon be eased. 
. The Central 
takin 


ank of the gt arie 
into account the low inflation 


. rate (averaging 3.7%) during the first 


. quarter of 19 


. yields on the debt instruments it had 


. cidin 


, has lowered its offered 


earlier floated to sop up part of the ex- 
cess liquidity in the system. 

The central bank's move has pulled 
down bank lending rates from 30-35% 
in February to around 20-24% by mid- 
April. By the third quarter, the rates 
may fall below 20% if the easier mone- 
tary policy continues. The move should 
alleviate fears of a return to tight credit 
similar to that in 1984, which forced 
many business firms then to either re- 
trench or fold up. In 1984, as in Feb- 
ruary, huge government spending, coin- 
with elections, were behind the 


| liquidity expansion. 


I 


US 


Nonetheless, banks have remained 


| cautious in extending loans to private 
| enterprises. Business risks continue to 


{| remain high owing to the prolonged 
/ |» weak domestic demand and low export 
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Huge shortfall likely 
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VIEWGRAPH by Andy 
prices. Some of the early announce- 
ments of corporate results for 1985 indi- 
cate huge losses, particularly in the min- 
ing industry. In the agribusiness sector, 
continued rebel activities are dampen- 
ing investor enthusiasm. 

The spectre of iive fiscal deficit 
this year haunts the economie 
policymakers. The Aquino government 
adopted the 1986 expenditure budget of 
P92.6 billion (US$4.6 billion) put to- 

ether by the previous administration. 
owever, owing to the old regime's 
election spendings in the first two 
months, the budget deficit in the first 
Logis was already 40% more than the 
6.9 billion programmed for the full 
year. Current estimates point to a total 
shortfall of P 18-22 billion by year end. 

Falling revenues exacerbate the 
problem. For instance, the Aquino gov- 
ernment lowered prices of petroleum 
products on 20 March in line with an 
election-campaign promise. The cut, 
made by lowering ad valorem taxes on 








these products, forgoes P2.8 billion in 
revenues for the government this year. 

The growth of tax collections on 
business may further slow down this 
year. Direct taxes on business rose 
40.8% to P11.5 billion in 1985, com- 

ared with a growth of 70.5% in 1984. 

ebates continue on the proposed 
scrapping of the new sales tax program- 
me which started on | January. Under 
the scheme, which is intended to raise 
some P22 billion in revenues, a tax of 
1.5% is imposed every time a commod- 
ity changes hands. The tax is on top of a 
basic rate at the first sale (these rates 
vary, but on essential items it is 5%). 

The government is also concerned 
over widespread tax evasion. In the city 
of Manila, which accounts for a substan- 
tial bulk of total tax take, collections 
were below targets in the first quarter 
owing to tax evasion by many small 
business enterprises. The government is 
targeting total collections for 1986 of 
P 54 billion. 

Investors, both local and foreign, are 
apparently wary of the emerging prob- 
lems that the new government is en- 
countering. Foreign investors, who had 
earlier been seen as ready to pour in 
substantial capital, invested only P20.7 
million in March, of which nearly 80% 
went into existing firms. However, the 
government says it is not worried by the 
recent pro-Marcos gatherings. 

The labour situation is not expected 
to improve dramatically given the con- 
tinued investor hesitancy. 

Overall, however, economists and 
most businessmen see the Philippine 
economy as n: capable of growing by 
up to 276 in real terms this year, com- 
pared to declines of 4% in 1985 and 
5.5% in 1984. — Jose Galang 
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MicroWorip Services. Helping companies 
map out a better financial future. 
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MicroWorld Services — the next generation of electronic e Floating rate loans * And variations of thes 
banking, where information resides in a microcomputer in 


, s | N , 
vour office. Not in the bank's mainframe. Balance Manager 


Now you can see both your consolidated and individual 
operating unit accounts quickly and easily. And yout 
company's complete cash management picture can be viewed 
through full integration with International Treasurer and Debt 
International Treasurer Manager. Showing where you'll have surplus funds available 

Evaluations that once took weeks can now be done in for investment, now or in the future 
minutes. The “What if’ analysis shows the impact of projected 
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Now MicroWorld becomes unique for its power and 
versatility. Because we're adding three new products that are 
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These new decision support products join MicroWorld s 
Asia Treasury Services to give you unsurpassed financi; ul ce ntrol 
And they provide you with a multi-bank ci inability So you can 
see the complete financial picture, instead of just pieces 








No other electronic banking system offers this range o! 
products, or is backed by the complete commitment to 
service and support provided by Bank of America s global 
network 


Debt Manager 

With Debt Manager the handling of long-term debt 
instruments now becomes surprisingly uncomplicated. And 
timely identification of alternative funding Opportunities ts 


provided using projection reports based on your forecasted If you'd like to know more, call Bank of America. You'll 
borrowings. These can include: see why MicroWorld has put our name on the map fot 
* Fixed rate loans * Capitalised leases * Floating rate facilities electronic banking 
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The ‘think-of-a-number’ game 


e INVESTORS in Malaysia will be 


heartened to learn Mum zu ide- 
lines released in pital 
Issues Committee (€ C) wil l be crack- 


— — — 
chant-bank advisers of newly listed 
companies that fail to meet their profit 
forecasts. 

This should please particularly those 
who were allocated shares in Mechmar 
Bestobell's (MB) 42.8 times-oversub- 
scribed public issue in December of 10 
million new M$1 (39 US cents) shares 
at par. On 17 April, MB announced a 


M$5.02 million -tax profit for 1985 
— 16% below t forecast in the 15 
November us — and stated that 


owing to the "current adverse economic 


tuation . . . the outlook for 1986 rc- 
ains difficult." 
CIC lines state unequivocally 


that *in the event of a deviation from 
the original forecast, the directors and 
the merchant bank or any other party 
shall be held responsible and must fur- 
nish a full explanation for the deviation. 
The CIC may publicly reprimand the 
parties concerned." 

It seems that if MB shareholders - 
looking forward to someone e 
rap for the shortfall, they are in for 

wait. The merchant bank that 
rwrote the issue, Aseambankers 
Malaysia (a subsidiary of Malayan 
Banking), has yet to be asked for an 
— by the CIC — let alone re- 


Petting worked up about a 16% 
shortfall on a boiler-manufacturer's 
profit forecast might seem overly fussy 
— were it not for the fact that MB's 
forecast was issued only 45 days before 
` e end of its financial year. It is also the 

se that because MB operates in the 
"sensible" and high-priority engineer- 
ing sector, its share issue was one of only 
two (the other was government-owned 
airline Malaysian Airline System) that 
were given special dispensation to pro- 
ceed even though the CIC had imposed 
a total freeze on new listings from Feb- 


last year in an effort to bring some 
stability to the market. 

Various anon merchant bank- 
ers have been complaining bitterly in 
local newspapers that the CIC 
guidelines penalise bankers for mis- 
takes made by auditors. Bankers, they 


say, merely review pared by 
someone else. Sh — whether 
ible in the 


oe will ever be 
new issues in aysia — until 


€ ONE other notable feature of the 
new CIC guidelines is that they seem to 
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put an end to the dawn raid. Would-be 
raiders are required to obtain the CIC's 


—* of the target acquisition first. 
r such a vetting process could 
ever remain a secret from the market is 
doubtful. 

Those who remember Malaysia’s 
most famous dawn raid of all — the Sep- 
tember 1981 acquisition by Permodalan 
Nasional Bhd (PNB) of 50.41% of 
Guthrie Corp. over the course of four 
hours on the London Stock Exchange 
(LSE) — might be forgiven for wishing 
that the CIC's guidelines had been in 
force then, as Guthrie has hardly turned 
out to be a spectacularly good invest- 
ment. (The guidelines apply by implica- 
tion to takeovers of overseas as well as 
local companies. ) 

However, history is to about to be 
partly reversed. After delisting Guthrie 
Corp. in 1981, PNB has just announced 
that its wholly owned subsidiary — 
Guthrie Holdings — is to have part of its 
shares relisted on the LSE. Guthrie 
Holdings is the trading arm of the 
former Guthrie Corp. — the plantations 
have been hived 
off into the sepa- 
rate Kumpulan 
Guthric. 

At this sta 
it seems that 
40% of Holdings 
will be offered to 
investors on the 
LSE in the hope 
of making sub- 
stantial capital 
gains while in- 
vesting sentiment 
is still so bullish 
there. For that 
reason alone, a 
listing on the 
KLSE is not on 
the cards at the moment. 

It is a sad comment on the state of the 
Malaysian securities market that PNB 
should choose to go back cap in hand to 
the same foreign bourse that it trounced 
less than five years ago. But then again, 
if anyone in Malaysia should have learn- 
ed its lesson from the decline of share 
values on the KLSE, it is PNB, which 
together with its unit-trust scheme, 
Amanah Saham Nasional, owns 8% of 
the total Malaysian corporate equity. 

However, recent remarks by PNB's 
chief executive put PNB's market loss 
on its shares at less than 5% — a 
which seems to indicate that its 
managers are doing much better than 
the five banks chosen to handle the Em- 


(EFF) 


tase i yc cae dte 
ament in March that the EPF has suf- 


—— 


fered a paper loss of M$36.8 million, or 
17.9% , from the continuing slump on 
the KLSE. 

But neither institution seems to have 
been hit as badly as the overall 31% de- 
cline in share values since the beginning 
of 1981 would suggest they might. That 
being the case, someone, somewhere, 
must be hurting very badly. 

@ WITH one broker under suspension, 
another under KLSE management and 
a third having to report daily to the com- 
mittee, it seems that the stockmarket is 
still facing lean times. Shroff under- 
stands that esito Eek A 
way concerning 
Ramli (R&R) — in in partioi regard- 
ing M$5 million which a senior officer of 
publici listed Construction & Supplies 
(CASH) claims he deposited 
with R&R for investment in shares. 

This money is alleged to have been 
invested in property and shares unre- 
lated to his wishes, and now the CASH 
officer wants it back. R&R, meanwhile, 
is claiming that the M$5 million was a 
consideration for a stake in the 
stockbroking firm as part of corporati- 
sation, and is non-refundable. 

If that turns out to be true, then 
R&R will have become only the second 
broker to corporatise after Arab-Ma- 
laysian and Kris Securities got the ball 
rolling with much fanfare during the 
middle of March. There has been mar- 
ket gossip about a possible tie-up be- 
tween W. I. Carr and Kuala Lumpur- 
based Seagroatt & Campbell but so far 
nothing has been announced — what 
has happened to Malaysia's Big Bang? 
€ IT seems that would-be suitors are 
waiting to see which brokers survive 
another sort of Big Bang — the destruc- 
tive sort — which ts threatening to dislo- 
cate the industry. The problem ts not so 
much the forward contracts now, but 
the margin accounts, which one broker 
estimates have been used to buy about 
M$300 million in shares and which ap- 

E» be turning sour. All told, the 

ks are thought to have lent about 

M$650 million to the brokers, while ac- 

cording to the central bank M$2.2 bil- 

lion was lent by the end of last year for 
the purchase of shares. 

The M$50 million standby credit for 
inter-broker defaults now has one more 
chance of getting accepted by the KLSE 
membership at yet another extraordi- 
aay general meeting scheduled for 3 

ay. 

Some brokers, however, do not 
seem to have hoisted aboard the ier 
that if the credit does not go 
the KLSE will go ahead immediately tc to 
establish an inter-broker fidelity 
This will entail the immediate ae ea 
tion of seat money. 
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: By Robert Cottrell i in Hongkong . 


| B ritain's Lloyds Bank could. — 
overnight one of the leading com- 


gion, if it succeeds in its attempt to win 


tional Standard. Chartered Bank (SC). 

: But Lloyds faces an uphill battle. SC's 

-board says that shareholders should re- 
- ject the offer, and that Lloyds has a “dis- 

: mal" record in managing banking oper- 
ations overseas. Analysts say Far East- 
n interests, pehaps a Japanese institu- 
on or Singaporean financier Khoo 
.Puat, could play a crucial role in 
olving SC's future. | 
stockmarket investors, meanwhile, 

have decided that Lloyds' initial offer of 
7.50 (US$11 .43).for each SC share — 
valuing the entire SC group at £1. 17 bil- 
ion — is far too low. SC's shares have 





^, £8.70, a differential implying a wide- 
-| spread expectation either that Lloyds 
j| will increase its bid, or that a third 
party will intervene with a higher 


{> a market view that a £8.50 offer might 
Jj: win the day, while £9 almost certainly 
; Would.. 
SC obviously does not relish the 
thought that its far- ‘flung, regionally 
managed "federation" of banking 
divisions and subsidiaries . around the 
-| oworld might one day be subordinated 
testo the homegrown bureaucracy of a 
| big British parent like Lloyds. But a still 
| less attractive prospect might be a rival 
|. offer from another, less gentlemanly 
quarter, 
|o The "usual suspects" whose names 
have been. rounded up by market 
speculators include — in. approximately 
decreasing order of likelihood — the 
American Express. financial. services 
grou P of the US:aJ rapangsg institu tion, 








_mercial banks in the: Asia-Pacific re- 


control of the. London-based multina-- 


been trading recently at more than 


offer. The SC price seems to suggest | 


Lloyds Bank and | others ponder s Standard Chartered’ S s future 


such asthe investment bank Nomura or 
a city bank suchas Sumitomo; the Aus- 


tralian bank Westpac, following com- 
 patriate ANZ's takeover of Grindlays; 
"the diversifying cigarette-maker BAT 


Industries, and the. Hongkong and 


Shanghai Banking Corp., perhaps ina. 


"reverse" takeover which would help 
shift Hongkong Bank's centre of gravity 
away from politically uncertain Hong- 
kong towards London. 

Singaporean financier Khoo Teck 
Puat is reckoned to consider the SC 
situation as one ripe for his agile inter- 


vention. It is less clear whether he might 


be seeking a capital gain on an accumu- 


lation of SC shares, or discharging a 


rumoured role as àn associate of the Sul- 
tan of Brunei in acquiring a major long- 
term stake, or planning for some deal 
pen inolving the open of his 
26% stake in British broking group 
Exco for a stake in SC. Such a swap 
would help preserve SC's independence 








t is a centre of attention for 
SC for two reasons: it has become 
one of the biggest headaches in its 
worldwide operations and a local e 
epreneur and former banker, K 
'k Puat, seems to have taken an ac- 
terest in SC's future. 

ecent clients in Singapore in- 





ie past two years: Pan-Elec- 
G rowth Industrial Hold- 











of the more spectacular col- 


ings, Lamipak and Active Construc- 
tion. Two SC executives are on the | 


board of Datuk Yap Yong Seong’s Sea- 
lion Hotel in an attempt to rescue it. 


Michael Brown, SC’s area general 


manager in charge of Brunei and In- 
donesia as well as Singapore, believes 


the bank’s profile is high because it is 
the most important creditor to Pan-El 
and head of the steering committee which 
T triedi in vain in to rescue the collapsed group. 


of hoe quarters, t 


chairman, Yap, 
| its bankers S$140 million altogether, 


difficulties when the share dealings E a 


-some equity to strength 






vised offer from Lloyds or an interven- 
tion from another big British bank, pns 
as NatWest or Midland: (Barclays. al- 
ready has extensive international bank- 
ing interests which-overlap Standard 






















































Chartered in Africa and the US). The 


possibility also remains that Lloyds may 
simply let its offer lapse; uncontested 
and unaccepted, at £7.50 — though if 
this last course is followed, the large 
number of professional investors who 
have been bidding up SC's share price 
will be left looking foolish and a great 
deal poorer. London analysts say that 
major SC shareliolders include US ar- 
bitrageurs who had identified SC as a 
potential target some weeks or months 
before the Lloyds offer. 


Atos SC opposes the Lloyds! bid, 
it may be accused of having ir^ 


. vertently encouraged it by having in 


past put so strong a public emphasis on 
the need to increase the proportion of 
SC operations and earnings in Britain. 
In March this year, SC said it regarded 
Britain as its “most intractable — 
challenge”; and that “managing. 

worldwide banking group out of pon 





Pan-El- cost t SC a balance-sheet provi- 


sion of £18 million ( US$27.44 million) in 


1985. The bank says it also lent a “mod- 
maia iot the bankrupt Growth Tn- 
h owns 32% of Pan-E 









to he companies of its non-exec 
| total “a good bit less” 
than S$100 mi ilion (US$46 million), ác- 
cording to Brown. Sealion, which 


subsidiary went sour. The hotel com- 
pany made a $$63.5 million provision in 
1985 for losses arising from the transac- 
tions. Sealion is now expected. to raise 
its: 

















; and there may be an in 
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System, though: its. structural impor- | | because it works for you. ing requirements. 8 
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“big four" — Lloyds, Barclays, Nat- 
West and Midland. 
. It may even. be convenient for the 
Bank of England, as it lobbies for open 
markets and reciprocity abroad, £o see - 
SC bought by foreign interests. A deal 
of this kind would enable the Bank of | 
. England to argue that no British finan- 
cial institution, even the clearing banks, s 
4s inaccessible to foreigners, without |.| 
provoking any of the domestic political | | - 
controversy which a takeover of one d of | 
-the*big four” would provokeinBritain. || | 
The major attraction of SC for any: | | 
| bidder. would presumably be the sheer |.] 
diversity of its operational network. SC | 1 
considers itself to be a “major bank. of | |. | 
> country" in Bahrain, Botswana, || - : x 
mbia, Ghana, Hongkong, Kenya, || pg, "Plan ¢ on seeing ı us at PACK EXPO 86, the | 
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South Africa, Sri Lanka, Swaziland, || November 17-21, 1986, Jacob K. Javits. 
Uganda, the US (California), Zambia A | | 


4 Convention Centen, N New York — Ask for 
— — — ‘details. 


tion into the firm’s investment acti vities. 
— 5. SC’s other problem loans. appear 
| more tractable: S$80 million to. the 
industry; less. than S$3 
n mipak out of total borrow- 
gs by the firm of S$140 million; S$7 
million to Active Construction, part of 
which was secured by a hotel project in 
| China, and *very little" to property 
|. companies in Singapore, Brown says. A 
bigger embarrassment has been SC's 
own new S$350 million building in Bat- | 
| tery Road, Sin apore, which was com- 
| . pleted in March 1984 as the local com- 
cial-property market collapsed. SC |. 
w looking for a sale-and-leaseback 
alon the building, to release funds for 
i its banking business. 


Custom-made or produc- Flexible. Affordable. Durable. 
tion-ready, a single unit or an — the Per 
entire line, U.S. packaging — 
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and Zimbabwe. In 1985 the group re- 
rted pre-tax profits of £302 million, 
fore allocation of central financing 
— which reduced the published 
rofit to £268 million (1984 — £240 mil- 
ion). The largest regional profits con- 
tribution came from Britain at £136 mil- 
lion before central financing charges, 
followed by North America with £50 
million, black Africa with £45 million, 
South Africa with £36 million, and Asia- 
Pacific with £32 million. 

Unusually large bad-debt provisions 
meant that SC's 1985 results greatly 
understated its true strength in South- 
east Asia. SC is one of the "big three" 
banking groups in Hongkong; the oldest 
and fifth largest bank in Singapore, and 
the sixth-largest bank in Malaysia. In 
1984, pre-tax and expenses, profit from 
Asia-Pacific totalled £88 million, the 
biggest regional contribution to SC's 
profits that year, and an 18% return on 


ECONOMIC RELATIONS 


the £478 million of shareholders' funds 
then employed in the region. 

The provisions were necessary 
mainly in Singapore, where the group 
was a major creditor of Pan-Electric In- 
dustries, the collapse of which in De- 
cember 1985 was described by SC chair- 
man Lord Barber as a “major corporate 
disaster." SC is also likely to have pro- 
vided against some of its shipping loans 
in Hongkong, where it has an exposure 
estimated at about US$100 million to 
the Tung shipping group, and a lesser 
amount to the Chao family's Wah 
Kwong group, both of which are now 
negotiating debt reconstructions with 
their creditors. 


1 n Hongkong, where its major strength 
is as a banker to local industry, SC is 
planning to build a vaulting new region- 
al headquarters, taller (though smaller) 
than the neighbouring Hongkong Bank 


Storm in a rice bowl 


Thailand bristles at hefty US grain subsidies 


By Paisal Sricharatchanya in Bangkok 


Fr from a series of trade disputes 
in 1985 — highlighted by the con- 
troversial Jenkins Bill and a two-month 
US embargo on Thai apparel imports — 
Thailand’s economic relations with the 
US have plunged to a new ebb as a result 
of unexpectedly low rice-support prices 
set under the new US Farm Act. 
Thai officials allege that the US rice 
rices are so low that they will rob Thai- 
and — the world’s largest rice exporter 
— of a sizeable chunk of its export sales. 
This, in turn, is likely to further aggra- 


vate the plight of Thai farmers who, | 


comprising 70% of the country's popu- 
lation, are already reeling under succes- 
' sive years of world-price declines. 

The announcement of the initial set 
of US prices on 11 April was greeted 
here with a storm of protests. Most 
vocal of the official critics is Deputy 
Prime Minister and Foreign Minister 
Siddhi Savetsila who was quoted in the 
Bangkok Post as saying: "We are disap- 

inted and regret that our plea [for 

igher US prices] was not heeded . . . If 
we have reason to believe the US is try- 
ing to steal our market share, bilateral 
relations will be affected . . .” A Council 
of Economic Ministers meeting later de- 
scribed the allegedly low US prices as a 
"bullying" tactic. 

Through subsidies and controls on 
acreage, the primary objective of the 


Farm Act is to expand US agricultural | 


exports by making US export prices 
more competitive. Rice — the subject 
of controversy here — was inserted into 
the broader legislation shortly before it 
was signed into law by President 
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Thai rice workers: reeling under price declines. 


Reagan in December. In the absence of 
any official figure from Washington, 
various sources have estimated that the 
subsidisation programme for rice alone 
would cost the US about US$1 billion 
annually. 

In essence, the US Department of 
Agriculture will determine prevailing 
world market prices (by reviewing 
the prices of various major exporting 
countries), adjust such prices to the 
US quality and location and further 
adjust them to take into account farm- 
credit interest rates. Then US paddy- 
equivalent prices would be set, on a 
weekly basis, in US cents a Ib. The first 


building, from which to guide its region- 
al operations. In —— another 
vast new headquarters building is strug- 
gling for occupancy against the back- 
drop of the worst — slump 
in two decades. In London, SC formally 
opened in March its new group head- 
quarters at 38 Bishopsgate, and mark- 
ed the occasion with the formulation 
of a new “Corporate. Plan" for the 
1980s. 

SC’s semi-permanent flux of reor- 
ganising, repanning and rebuilding is 
indicative of its difficulty in securing a 
stable corporate structure without the 
true central point around which it ought 
be built. SC's original constituent banks 
first expanded around the world when 
Britain was the great trading nation, 
sterling was the great currency, and 

old, from SC's South African strong- 
old, was the basis of monetary stabil 
ity. With Britain now a peripheral eco- 


Fes 


announcement on 11 April set the pri 

of long-grain, medium-grain and short- 
grain whole kernel at US$6.78, US$7.36 
and US$7.36, respectively, while the 
price for broken kernel was US$3.40. 

It was hardly susprising that Thai of- 
ficials greeted these prices with dismay. 
From their calculations, the prices 
would effectively translate 
into an estimated export 

rice of US$230 a tonne 
ob for grade No. 2, 4% 
broken kernels (the most 
widely traded US high- 
quality grade) compared 
with the Thai equivalent of 
100% B which officials said 
was exported at US$200 a 
tonne. This compares with 
a US$50-a-tonne price dif- 
ference during the previous 
world-price boom in 1981, 
but this widened to around 
US$200 last year. 


Boe of intense u- 
plomatic lobbying on 
the part of the Thais, Sid- 
dhi was optimistic prior to 
the US price announce- 
ment. The Thais were 
hopeful that the US export 
prices would be at least 
35% higher than the Thai prices, or in 
the region of US$270-280 a tonne, 
which would have a less severe impact 
on Thai sales. A letter by Thai Prime 
Minister Prem Tinsulanond seeking 
support from the US president — ear- 
lier thought not necessary — would now 
be delivered by Siddhi to Reagan during 
the latter's meeting with Asean foreign 
ministers in Bali on 1 May. 

But the Thais and the Americans 
were using different premises. Against 
the US$200-a-tonne export price 
claimed by the Thais for their rice, the 
Americans were using US$179, which 
would make the US price roughly 
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nomic power, and SC a peripheral 
power within British banking, it is less 
clear whether SC’s constituent parts de- 
rive more benefit from being links in a 
London-managed global network, or 
from their stróng local associations with 
the countries in'which they operate. 

SC would argue that its various units 
get the best of béth worlds. A predator 
might reply that SC can only realise its 
full potential as a network delivering 
around the world the power of a major 
financial services group based in Japan 
or the US, or at least a big British clear- 
ing bank. But whatever the finer points 
of banking logic, SC is likely to be 
bought as much for its rarity value as on 
any longer-term consideration: big sol- 
vent banks are rarely up for sale at any 
price — let alone with a clearing status 
in Britain, and à healthy subsidiary in 
the US, and full banking licences in a 
score of countries besides. m 


S$50-60 a tonne more expensive, or 
close to the level envisaged by the 
Thais. This probably explains why offi- 
cials at the US Embassy in Thailand 
were taken by surprise at the level of 
what one diplomat described as the 
"politicisation" of the issue. Mean- 
while, Thai exporters, who should know 
the subject of pricing best, choose to 
keep mum, apart from joining in the 
broader anti-US tirade. 

Following the initial uproar, a more 
cautious public debate appears to have 
emerged. At a roundtable discussion or- 
ganised by the English-language daily 
The Nation a week after the US price 
announcement, most participants (in- 
cluding exporters and academics) 
Suggested that the economic ministers 
might have overreacted. 

For months after the US law was 
passed, the world rice trade eased to a 
trickle as buyers waited for the outcome 

m the US prices. Ten days after the 

st US price announcement, there was 
no confirmed deal, apart from market 
rumours that a US shipment was con- 
cluded at US$220-225 a tonne fas (or 
about US$240 fob). 

Wherever US prices settle, most 
analysts agree there will be far more in- 
tense competition between Thai and US 
rice from now on and that Thailand will 
find it difficult to sustain the high export 
levels of recent years. Thai officials ex- 
pect the country will lose 400-500,000 
tonnes of exports a year but that Thai- 
land will continue to dominate the Asian, 
Middle East and African markets. 

Whether Thai exports actually de- 
cline, and by how much, largely de- 
pends on the price. What is clear though 
is the strong likelihood that domestic 
prices — now running at Baht 2,100- 
2,300 (US$79.50-87.12) a tonne for 
high-quality paddy would be further de- 
pressed. What also seems certain is that 
the US will recover some of the markets 
lost to Thailand in recent years. u 
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Only one of the advantages 


of staying at the 





HOTEL NEW OTANI SINGAPORE 


177A River Valley Road, Singapore 0617. 
Tel: 3383333 





For reservation and information, please contact The New Otani International Sales Office: 

In the United States (800)421-8795, Toll-Free. California (800)252-0197. Toll-Free, Hawaii (808)923-1555, 
United Kingdom (01)731-4231, Japan (03)264-1672. Hotel New Otani Regional Sales Office: In Bangkok 
2356448 or 2337005-7 ext. 33 Tix: 82195 PASANGA TH, Kuala Lumpur 5501109/5501110 Tix: MA 
38642, Hong Kong 5-292723/298313 Tlx: HX 86025. Reservations are also available through Utell 
International, Int'l Airlines or Travel Agents throughout the world, 
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ongkong's largest-ever stockmarket 
debut looks likely also to be one of 
its most heavily over-subscribed. Brok- 
ers say that when lists close on 29 April, 
applications for shares in Cathay Pacif 
Airways may total 10 or even 20 times 
the number being offered for sale by 
Cathay's parents, the Swire Pacific 
group and the Hongkong and Shanghai 
Banking Corp. (HSBC). 





amises to drive Cathay's — pric 
p toan initial premium of ps 40? 
over the offer price of HIKES. 88 3.88( 
ents), when trading opens on 15 May. 
hether that price level can be held in 
the longer term, however, is doubtful. 
Even at HK33.88, Cathay is being sold 
on a multiple of more than 10 times its 








tainty and Cathay’s future need to fi- 
nance the progressive expansion and re- 
newal of its fleet with the acquisition of 
possibly nine new Boeing 747 jets. At 
HKS$5.50, a price at which brokers claim 
IOUs for as-yet unissued Cathay shares 
have been informally dealt, the airline | 
stock would be among the most expen- 
sive in the world outside Japan. 

Public excitement about Cathay is 


strength of the Hongkong stockmarket, 
which has recovered sharply in April 
after sagging in March. More impor- 

however, is a perceived shortage 
| of Cathay shares available to the gen- 
eral public. Against popular expecta- 
tions that 25?5 of the airline's shares 
would be offered for sale, Swire and 
HSBC announced in early April that 
they would be selling only 22.576, in- 
cluding a 7.5% stake which would be 





Cathay Pacific issue likely t to ibe — over-subscribed 


This. weight of speculative money 


(50 US | 


minimum forecast profits for 1986, a | 
price which makes only modest allow- | 
ance for Hongkong s political uncer- | 
price of oil, which has a delayed effect 
| on the price of aviation fuel, an airline's | 
. largest operating expense. 


| due in part to the recent general 





At HK33 


et and the traditionally cyclical pattern 


| of airline earnings worldwide: its at- 
| tributable profits leapt. from HK$272 
| million in 1982 to HK$ 


502 million in 
1983, and are forecast to top HK$1 bil- 





lion in 1986. A major variable working . 


in Cathay's favour this year is the falling 


"he weaker Hongkong dollar should | 
: with Hongkong, and less with Britain, 


also produce exchange transaction 


; | pains from Cathay's overseas revenues. 

| However, the airline also has substan- 
| tial yen liabilities which are also rising 
in Hongkong dollar terms. If Cathay 
| had charged its unrealised exchange loss 
| against 1985 profits. as recommended | 
| by Hongkong accounting guidelines, it 
| would have suffered a net loss for the 
| year instead of its declared HK$778 mil- 
lion profit: instead, Cathay's directors 
say that because they expect future 
foreign-currency revenues to more than 
| cover respective forcign-currency li- 
| abilities, exchange fluctuations are be- 
| ing contained in a separate account, 

| and will be ve only gradually 


| placed privately with three local com- À 
| panies. Of the remainder, 5% has been | 
| allocated on a preferential basis for | 
. Hongkong fund managers, and 1.5% | 
|. for staff, leaving just 8.5% of Cathay for | 
| sale to the blic. | 
aC 5 88, Cathay as a whole is | 
. valued at HK$10.3 billion, while Swire | 
| and HSBC will receive HK$1.5 billion | 
| from the public sale of 15%. The sale | 
| and placement will reduce Swire's in- | 
| terest in Cathay from 70% to 54.25%, | 
| and HSBC's from 30% to 23.25%. ! 
| Cathay is being floated at a high- 

: eg in both the Hongkong stockmar- 








| of historicaily high | 
| public in late 1985. 
| Cathay is most readily com 


| offer price, and representing a multiple 


| king ally Sir — Pao’ s one-plane 












been trading t 
(US$2.99), a S$1.5 "premium to its 


of about 12 times prospective earnings. 

SIA's share price. would probably be 
higher were it not for restrictions oO% 
foreign ownership of its shares. Cathay 
has no such obstacles. But it does have 
to contend, unlike SIA, with an immi 
nent change of sovereignty over its 
home base, Hongkong. 

The allocation of international 
routes to airlines is generally a mattes 
for governments: Britain's power oves 
Hongkong, under which Cathay has 
fared so well, is already being dilutec 
and will end entirely in 1997 w*-- 


Hongkong is returned to China 


theory, Cathay’s position should be un- 
affected: in practice, its dominance of 
Hongkong's air routes may at least be 
more open to challenge by rivals more 
favoured by Peking. Shipowner and Pe- 








Dragonair may yet b more th: 
psychological threat. 

Cathay hopes the share sale and 
placements will identify it more closely 











ic h it is tied via the London-based 
amily's controlling interest in 





| Swire Pacific. Of the three companies 
| receiving the private placements, two 
| are controlled by Li Ka-shing, Hong- 


kong's richest businessman; the other 


| by the family of the late R.C. Lee, 
| which is regarded as well-connected m 


Peking. The Li link may also be interest- 
ing from a long-term commercial as well 


| as political viewpoint: Cathay is a good 
| fit with the interests of Lrs cash- eh 


Hutchison Whampoa group, v 1 


. would xrobably be a happy tal ero d 
| more : 
| the future. 


hares which — be on offer in 
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A hunger for money 


The World Bank calls for new efforts to alleviate poverty 


By Elizabeth Cheng in Hongkong 


cording to the study, poverty — a conse- 
f the unequal distribution of 


and income — is the primary cause 


hunger. 
The number of poor people is likely 
to increase as population expands: per 
|! `a income in all countries in the 
§ is projected to grow at a slower 
pace than the average 2.6% a year re- 
corded in the 1970s, assuming that pre- 
sent economic growth rates (averaging 
2-396 in developing countries) continue. 
The m of hunger lies not so 
much with the supply of food as with its 
distribution and availability to the poor, 
a factor lon ised by many and 
now by the World Bank. 
Indeed, many of the developing coun- 
tries (such as India, Thailand and In- 
donesia) are self-sufficient in their 
staple foods. The exception is Africa, 
where there is a chronic national supply 
problem. Even if domestic production 
were to rise rapidly, says the World 
Bank, large increases in food imports 
will still be required to meet the needs of 
most African countries — and these 
countries are already strapped for cash. 


A verty, therefore, 
should be a by leacticn of edodomic 


of 
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development. In particular, develop- 
ment policies should be weighted in 
favour of agriculture so that food supply 
may be increased. 

In the short term, meeting the food 
needs of the poor could be achieved 
through “a redistribution of purchasing 
power and resources,” says the bank. It 

raising the prices of agricul- 
tural exports (where these are below 
world prices) to boost rural incomes, in 
addition to infrastructure improve- 
ments. Other measures include employ- 
ment programmes for landless groups 
and food subsidies for the urban poor. 
The bank's contribution to the solution 
of the hunger problem will be most ef- 
fective if this is directly focused on poor 
households, says one of the authors of 
the study, Shlomo Reutlinger. 


Toe facilitation could also provide 
income relief to those temporarily 
afflicted by fluctuations in domestic har- 
vests, international commodity prices 
and foreign-exchange earnings. The 
bank calls on the international commu- 
nity to cut trade restrictions on exports 
from developing countries because pro- 
tectionism aggravates the plight of the 
poor. 
In its analysis of the issues facing de- 
veloping countries, the bank expresses 
em tpe over some countries' disre- 
gard for the cost-effectiveness of their 
cfforts to promote food security, though 
it avoids naming names. 

Faced with threats of famine or some 
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Thus, a paradox emerges where a poor 
nation may have built up grain in excess 
of its er-stock requirements (the 
World Bank estimates that the cost of 
relying on reserved stocks to stabilise 
domestic food supplies is higher than 
through trade) and yet be unable or un- 
willing to move the food to needy areas. 

Although the bank did not mention 
India, the country is widely known to 
have more grain than it can store. Its 
buffer stock of wheat and rice is 6 mil- 
lion tonnes larger than its reserve re- 
quirements, and the surplus is simply 


rotting awa outside — overfil 
warehouses (REVIEW, 29 Aug. '85). 
The study notes, that it cost 


US$53-133 under one set of storage 
rules, but US$89-271 under another set, 
to store each tonne of grain. Either way, 
the cost is enormous. At the same time, 
37% of the Indian population lives 
below the poverty line. 

Often, it is countries which are most 
in need which seem to be so paralysed 
by internal strife, a poor balance of pay- 
ments and bad management that they 
are unable to do anything for their im- 
poverished citizens. "Without agree- 
ment on domestic food policies, on 
emergency buffer stocks, and on shar- 
—— financial burden, any regional 

me will dissolve.” The bank esti- 
mates that about two-thirds of the 
world’s undernourished live in South 
Asia (which includes Bangladesh, Bhu- 
tan, India, Nepal, Pakistan and Sri 
Lanka), with the rest living mostly in 
sub-Saharan Africa. It is significant that 
Asean is the only regional organisation 
to have set up emergency reserves, 
which have never had to be used, the 
bank noted. 
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Blue-chip activity fuels buying 


SINGAPORE rebounded with a 6.4% gain in value over the period to 21 Apr., to 
| become the top gainer among Asian markets in the period. New Zealand was not far 
behind as continued corporate activity buoyed buying interest. 


| HONGKONG: Prices moved within a narrow 
. range as details of Cathay Pacific’s imminent flo- 
. tation were announced, sparking more specula- 
| tion. Cathay has been quoted in the *grey market" 
at HK$5.20 (66 US cents) compared with its issue 

| price of HK$3.88 a share. Volume doubled on 17 
| Apr. to HK$655.47 million as overseas investors 
| swamped the market with selective buying. The 
| HangSeng Index touched 1,812, not far from this 
| year's higa of 1,826. But d profit-taking 
| nearly offset gains, with the index closing a mere 
| three points up on the period to 1,788.38. Turn- 
| | over rose to a daily average of HK$427.88 million. 


TOKYO: The Dow Jones Average closed the 
. period on 21 Apr. at 15,827.28 points, after stead- 
m y rising. but not quite reaching the record high of 
— 15,859.75 on 31 Mar. Domestic-demand stocks 
. rose along with oil-linked issues. Further apprecia- 
. tion of the yen to a record Y171:US$1 on 21 Apr. 
| began to dampen some export issues. Although 
= the market rose, analysts said it would move more 
| laterally until the yen settled against the US dol- 
lar. Apparels, some food and other consumer is- 
Sues were strong. 


| 
Kk? 


3 : The market recorded six consecu- 
tive days of gains, albeit from lows unseen since 
| 1981-82. Singapore Airlines led the rally of blue 
hips, despite the fact that the 20% limit on 
| foreign ownership of its shares has been reached. 
| Several other big industrials were marked higher, 
- including Fraser & Neave, —— Press Hold- 
| ings and Straits Stcamthip. Dealers attribute the 
| increases to some foreign buying interest now that 
| price:earnings ratios have fallen to around 10-12 
| on historic earnings and the prospect of Singapo- 
| reans using some of their Central Provident Fund 
| (retirement fund) savings to buy shares as from 1 
| May. Fraser's Index rose 207.03 to 3,441.52 and 
| turnover was a slim 6.84 million shares a day. 


i 

- KUALA LUMPUR: The market continued its 
| downward drift and it now looks as if the 2,000- 
fpont barrier in Fraser’s Industrial Index may be 
| breached soon. The index closed the period 55.15 
| points down to finish at 2,059.59 as investors 
| failed to respond to an improved situation in 
| Sabah and, instead, used the American raid on 
| Libya as an excuse to sell. Volume slackened 
| throughout the period and an average of 6.6 mil- 
| lion shares was traded daily. Speculative indus- 
| trials again headed the list of most active shares, 
| with Antah and Raleigh figuring prominently as 
| usual. 

4 
| AUSTRALIA: A scramble for a dozen or so thinly 


| traded blue-chip industrial stocks and wild-card 
| rumours of Robert Holmes à Court's sale of his 
. 18.995 stake in Broken Hill Proper Co. 
_ (BHP) boosted sharemarkets to record levels. 

The All-Ordinaries Index closed the period 16.3 


-= points higher at 1,218.4 largely on a 52.2-point 
. leap in the All-Industrials Index to 1,991.7. In the 
_ past six weeks, the share prices of leading indus- 
trials such as News Corp., Pacific Dunlop, Lend 
Lease, Coles and Boral have risen around 10% 


after buoyant interim profit results and reinvest- 
ment of funds from sale of BHP holdings by in- 
stitutions. The market has ES up hope for the 
time being on metal stocks, however. 


NEW ZEALAND: Continuing corporate activity 
combined with strong private-client interest 
punen the market to new highs. The Barclays 

ndex moved ahead strongly, gaining 5.46% in 
five hectic days of trading. The market’s rise was 
caused in part by a severe shortage of sellers in a 
market full of buyers. There was firm demand for 
quality stocks such as BIL and NZI. Signs of diver- 
sion of funds from the money market into the 
equity market is startini to emerge, following the 
latest government-bond tender where the rates 
accepted were lower than expected. 


TAIPEI: The market rebounded partially on mod- 
erate trading after declines in the past four 
eriods. The weighted price index rose above the 
point level to close at 915.44, up 21.15 points 
on the period. Average daily transactions 
amounted to NT$1.57 billion (US$39.3 million). 
By comparison, daily trading volume had aver- 
aged NT$2.79 billion during March, when the 
index reached its all-time high of 986.2. The lower 
trading activity during the period just ended re- 
flected small investors’ reluctance to stay in the 
market in the absence of clear indications of short- 
term market prospects. 


MANILA: In a week begjaning with San Miguel's 
requested suspension from Hongkong trading, 
both the Manila and Makati bourses steadied 
amid improved volume after two earlier weeks of 
easing prices. Volume on the Makati exchange in 
particular improved, up 72% on the previous 

riod. During the week, PLDT came under sell- 
ing —— locally and in New York, with prices 
tumbling 20%; in the first three weeks of April, 
San Miguel and PLDT between them have ac- 
counted for 84% of commercial-industrial share 
value traded. Mining stocks generally did poorly 
while industrial listings steadied after climbing in 
early April. 


SEOUL: Profit-taking drove prices down, set off 
by an announcement from the government that 
restrictions on margin trading would be tightened 
to cool the market. Institutional investors spurred 
the fall, slowing their purchases. The composite 
index dropped 4.64 points to 206.84 while trading 
volume fell fast — down 6.69 million shares to 
52.42 million. Leading the fall was transport 
equipment, down 31.15 points. Financial institu- 
tions gained the most, up 10.53 points. 


BANGKOK: The period opened with most stocks 
losing ground in thin trading. Cement was the only 
sector that managed to hold firm. Despite some 
buying support, market sentiment remained 
bearish. The Book Club Index fell 2.21 points to 
close at 115.72. Heading the gainers was Vid- 
hayakom while Saha Union led the losers. Vol- 


ume totalled 1.1 million shares, valued at Baht 


167.92 million (US$6.3 million). 
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Asia is home to more than half of mankind. Every day, 
events are happening here that not only shape the re- 
gion's future but affect the entire world. The Asia 1986 
Yearbook does more than cover these events — it com- 
piles, analyses and interprets them. No businessman 
can afford to ignore them. Nor can any professional or 
scholar or anyone who has dealings with Asia. Decide 
for yourself whether any other single medium puts the 
economic, social and political realities of Asia at your 
fingertips as does the Asia Yearbook. 


Now In Its 27th Edition 

The Asia 1986 Yearbook, now in its 27th year, is bigger 
and more comprehensive than ever before. Matching 
the rapid pace of Asian development, it goes into great- 
er detail, with greater insight — a book which everyone 
who needs to know about Asia must have on the book- 
shelf. 


Features 

The Asia 1986 Yearbook includes two new chapters — 
covering a historic year in South Asia, and analysing US 
involvement in Asia — but you will find familiar chapters 
and features as well: a portrait of The Region, The 
Power Game, Population & Food, Development Banks, 
Asian Finance, Asian Investment, Commodities, 
Energy, Aviation, Shipping, Fishing, Trade & Aid, the 
Pacific, Asian & Pacific Organisations, and a round-up 
of the year's news stories. 


- As in the past, the Asia 1986 Yearbook has an abun- 


dance of charts, tables and graphics to illustrate the 
material, including a full military profile of each regional 
country. 


The main body of the book contains chapters on 31 
countries, ranging from Afghanistan to Japan, from 
China to New Zealand. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure, complete with a map and lists of 


leading public officials. The Asia 1986 Yearbook gives 


you localised, first-hand information on everything from 


| market potential and population trends to foreign aid in- 
volvement and social and cultural landmarks. Each 
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Announcing The All New 27th Edi 
We give you Asia, 
minus the mystery, 


minus the myth: 
' Asia 1986 Yearbook 














country chapter has a Databox giving essential vital 
statistics. And there is also a statistical round-up com- 
piled against a master questionnaire provided by Yee- 
book experts. 


How We Did It 

Published by the Far Eastern Economic Review, the 
Asia 1986 Yearbook is the result of thousands of man- 
hours of work during the year. Every week, the Review's 
correspondents file on-the-spot reports from every 
major Asian capital and every area of interest through- 
out the region. This leading team of writers, analysts, 
experts and research staff contribute (as they have reg- 
ularly for 27 years) to keep the Asia 1986 Yearbook on 
top of events. To give you Asia minus the mystery, 
minus the myth. To give you Asia as only the Far East- 
ern Economic Review can. 


Soft Cover; HK$170/US$23.95/£20/S$49.50/M$56.50 
Hard Cover: HK$200/US$27.95/£23.75/S$58.50/M$67 
For airmail delivery, please add: 
HK$55/US$7/£5/S$15/M$17.50 per copy. 


[---—--—---------— 


To: Publications Division, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hongkong 





indicated. | enclose a cheque/postal order for 
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Asia 1986 Yearbook (Soft Cover) 
Price: HK$170/US$23.95/£20/8$49.50/M $56.50 each 


No. of copies [] by surface O by airmail* 


Asia 1986 Yearbook (Hard Cover) 
Price: HK$200/US$27.95/£23.75/8$58.50/M$67 each 


No. of copies [1 by surface Ci by airmail* 


*For airmail delivery, please add: 
HK$55/US$7/£5/S$15/M$17.50 per copy. 
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LETTER FROM HONGKONG 


Bor it arrived it was being touted 
as both the greatest travelling road 
show and the biggest piece of tail in the 
solar system. As most of us now know it 
didn’t quite turn out that way. But re- 
gardless of the hype, the reappearance 
every 76 years of Halley’s Comet is an 
event that stirs the popular imagination. 

Its first recorded passage through the 
heavens was noted by the Chinese in 240 
BC. For centuries it has been blamed 
for the fall of dynasties, plague and 
other assorted human catastrophies. 
Last time round, in 1910, it put on a 

cular show and people locked 
mselves in their homes fearing they 
would be asphyxiated when poison 
gases from its tail entered the earth's at- 
m re. 

Since then there has been a quantum 
leap in cometary theories among the 
scientific community. Scientists now 
speculate that comets may be responsi- 
ble for a whole host of events here on 
Earth, from the death of the dinosaurs 
65 million years ago to the original 
emergence of life long before that. 
Under the circumstances it seemed 
worthwhile attempting to catch a 
glimpse of this famous, tumbling lump 
of dirt and ice as it blazed a trail in 
space, even if only to be able to boast in 
one's twilight years: “I saw Halley's 
Comet.” 

Early attempts towards this end 
proved frustrating. Armed with binocu- 
lars, I clambered around the Peak, the 
highest point in Hongkong, but the only 
moving lights I spotted were those of 
passing aircraft. I consoled myself with 
the knowledge that Halley would be 
emerging from behind the sun, com- 

ete with tail, in late March, heading 
or its closest encounter with Earth — a 
mere 39 million miles away — in early 
April. This time, almost continuously 
cloudy weather intervened. 

The lady who saved the day was a 
local travel company director, Meg 
McGehee. She came up with the bright 
idea that there might be enough people 
in Hongkong willing to pay for the 
privilege of seeing Halley's comet from 
the seat of an aircraft 30,000 ft up, espe- 
cially if you first plied them with cham- 
pagne and caviar. Her hunch was cor- 
rect, and I managed to get aboard the 
second flight which had an additional 
bonus — a direct link with history. 
Aboard with the rest of us was 10-year- 
old Edward David Halley Gill, a direct 
descendant of the comet's namesake, 
Edmond Halley. David had won a 
newspaper contest qualifying him for a 
free flight. 

Edmond Halley, you will recall, 
earned immortality in 1705 by being the 
first person to deduce that the comet re- 
corded by the Chinese was locked into 
an orbit within the solar system that 
brought it back within sight of Earth 


74 





about once every 76 years. He predicted 
its next appearance in 1758. It dutifully 
reappeared after his death and was 
named after him. If Halley was alive 
today there's no doubt he would be fas- 
cinated with developments in cometary 
science which are producing hypotheses 
right out of science fiction. 

Not least among them is the claim 
that every 30-odd billion years Earth is 
bombarded by a deadly shower of com- 
ets that rains down on the inner solar 
system. Its impact, so the thcory goes, 
produces the equivalent of a nuclear 
winter, blotting out thc heat of the sun 
and killing numerous qe including 
the dinosaurs and who knows, next time 
mankind as well. Evidence suggesting 
these periodic extinctions has been 





Ev , 
David Halley Gill: historical link. 


uncovered in succeeding layers of sedi- 
mentary rock. But apparently we're 
safe for the next 15 million years. 


t is possible the comets descend from 

among trillions which scientists de- 
duce are in orbit around the sun on the 
very edges of the solar system beyond 
the most distant planet, Pluto. What 
nudges them out of orbit? Could it be a 
dim twin companion of our own sun for 
which astronomers are searching, that 
gives them a kick in our direction, or 
perhaps a close encounter with another 
unrelated star that brushes the solar sys- 
tem as it slowly orbits our own galaxy, 
the Milky Way. Scientists believe both 
theories are possible. 

Equally intriguing are suggestions by 
controversial British astronomer and 
mathematician Fred Hoyle, that comets 
contain organic matter that, during 
periodic collisions with Earth, helped 
seed life. He has also suggested that 
even now residue from their tails may be 
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the source of viruses introducing new 
diseases to our planet as they enter its 
atmosphere. 

All this extraordinary, but basically 
respectable scientific speculation, plus 
the fact that comets appear to be the last 
remaining pristine remnants of material 
from which the solar system was 
formed, added spice to the flight in pur- 
suit of Halley's Comet. 

The kicking-off point was Hone- 
kong's 1997 Club. The other passenge 
were an assorted bunch of busincss 
types in dinner suits, local TV per- 
sonalities, tourists and a clutch of jour- 
nalists who had persuaded their editors 
that this was an historic event that 
should not go unrecorded. In the couple 
of hours before the flight large quan- 
tities of champagne and small amounts 
of caviar were consumed, with the result 
that when the time came to depart for 
the airport in chauffeur-driven 
limousines, some of the Halley fans 
were in a state that the British magazine 
Private Eye likes to call “tired and emo- 
tional.” 

The passengers could roughly be di- 
vided into two groups — those who 
looked upon the proceedings as a novel 
and enjoyable social event and those 
who genuinely wanted to see the comet. 
For one much-travelled tourist, an 
American lady, it was her third attempt 
to catch sight of the elusive visitor from 
outer space. She had already tried a 
failed in Connecticut and Hawaii: t__ 
time she was determined to succeed. 1 
would like to report that our encounter 
with Halley was dramatic — unfortu- 
natcly this was not the casc. The comet 
was a pale shadow of its former self in 
1910, and it was only with the help of 
precise instructions on where to look in 
the night sky, provided by an amateur 
astronomer aboard the aircraft, that it 
was possible to spot it at all. 

Through a pair of binoculars at 
30,000 ft, the comet was a tiny, bluish- 
yellow moving blob of light; a tadpole in 
space departing from us into the far 
reaches of the solar system not to return 
until 2061. I envy young David, who 
with luck may still be around to see it. 
By then many tantalising questions sur- 
rounding comets should have bcen 
answered. They will have been re- 
placed, of course by new ones for which 
scientists of the calibre of Edmond Hal- 
ley will be seeking answers. So mankind 
progresses. — Brian Jeffries 
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O76 Off! 


We want you to come to the Philippines. ‘Io see the sights. To meet 
the people. ‘Io bask in our sunshine. 'Ió join us in celebrating the beginning 
of a new era in our history. 

So we're giving you the best possible incentive: 50% off the regular 
rate of all our rooms and suites until September 30, 

1986. 

There are no restrictions. Our Fiesta 
Bonus '86 applies to every guest. So come 
now and enjoy all the luxury of Manila's 
leading hotel for less. 





Y THE WESTIN PHILIPPINE PLAZA 
Manila 
Luxury by the bay. 


For reservations, call your travel agent or Westin Hotels or direct phone Manila 832-0701. Telex 40443 FILPLAZA PM 


ier Westin Hotels in Asia: Hong Kong, Shangri-La ¢ Pusan, The Westin Chosun Beach * Seoul, The Westin Chosun * Singapore, The Westin Stamford & The Westin Plaza * Tokyo, Akasaka Prince Hotel & Tokyo Prince Hotel 


Corporate finane 
Morgan Guaranty in the 


Financial markets around the 
world are changing, and be- 
coming more interdependent. 
That’s particularly true in the 
Asia-Pacific region, where the 
potential for growth is one of 
the highest in the world. 


With corporate finance special- 
ists headquartered in the area's 
major financial centers, Morgan 
Guaranty is strategically posi- 
tioned to find new opportunities 
throughout the region and make 
them work for clients. 

Here are examples of how 


we're using this focused strategy 


and the expertise in our Asia- 
Pacific network to capitalize on 
market developments. 


Japan. Recently Morgan 
Guaranty Ltd put together a ¥5 
billion syndicated loan to China 
International Trust and Invest- 
ment Corporation, the first trans- 
action of its kind arranged for a 


borrower in the Peoples Republic. 


Morgan was lead manager for 
the transaction, together with a 


kev Japanese insurance companv 


and a major Japanese bank. 
This financing involved a series 
of cross-currency swaps, and was 
coordinated with several Morgan 
Guarantv offices in the region. 
Hong Kong. Late last year for 
Hong Kongs Mass Transit Rail- 
way Corporation we structured a 
HK$700 million issue that fea- 
tured 10-vear bearer participation 





certificates, exchangeable at the 
holders option into one-year cer- 
tificates. This issue introduced 
the exchangeable structure to 
Hong Kong dollar and fixed-rate 
markets. 

Australia. When Comalco Ltd. 
acquired the U.S. aluminum 
assets of Martin Marietta in 1985, 
Morgan Guarantv Australia Limi- 
ted was Comalcos advisor on struc- 
turing the overall financial pack- 
age for the acquisition, which was 
valued at about US$400 million. 
Morgan Guaranty in New York also 
acted as agent for a US$115 million 
syndicated bank credit that pro- 
vided part of the funding. 

Singapore. lo capitalize on op- 
portunities in the regions rapidlv 


‘Tents count on 
Asia-Pacific region 


growing financial markets, Bank 
Ekspor Impor Indonesia wanted 
to establish a foreign exchange 
money-market unit for its ex- 
panding international network. 
Bank Ekspor Impor gave Morgan 
Guarantys Singapore office a con- 
tinuing assignment that has in- 
cluded setting up training pro- 
grams, and designing and imple- 
menting management controls 


and systems for trading, operations, 


and communications activities. 
Corporations, governments, 
and government agencies call on 
Morgan Guaranty for a unique 
combination of strengths: 
Market-making. Morgan is 
active in all major capital markets 
nd a market-maker in foreign 
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currencies, bullion, Eurobonds, 
government bonds, and swaps 
of all types. 

Advisory services. Our corpo- 
rate finance experts and our 
Financial Advisory Department 
help clients with capital structure 
analyses, joint ventures, growth 
strategies, mergers and acquisi- 
tions, and alternative financing 
techniques. We have more than 
100 professional analysts in of- 
fices around the world. 

Capital strength. Every trans- 
action we do is backed by Morgan's 
financial strength—over $5 billion 
in primary capital. This enhances 
our role as principal and can re- 


duce client costs and risks in trans- 


actions we arrange. 





Innovation. Morgan is known 
for structuring innovative, lower- 
cost financings that meet bor- 
rower and investor needs alike. 
For two consecutive vears, our 
major competitors, in a poll by 
Euromoney, have voted Morgan 
the most innovative firm in the 
capital markets. 

Call in Morgan. Ask how we 
can put our corporate finance 
strength to work for you. 





Morgan Guaranty Irust Company 
of New York, with principal Asia- 
Pacific offices in Tokyo, Hong 
Kong, Melbourne/Sydney, and 
Singapore. 


Morgan Guaranty 





Very lonely indeed, if family and friends 
have been left behind 

The United Nations High Commissioner 
for Refugees needs your help to give 
refugees a feeling of belonging. This 


advertisement isn't asking for your money 
Just for your compassion and understanding 
To help, please contact the UNHCR Office 

in your country or a voluntary agency which 
is concerned with refugees 
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IN A CITY WHERE 
IMPECCABLE SERVICE 
IS AN ART, ONE HOTEL i 
IN SHINJUKU CONTINUE 
THAT TRADITION. 









The Osaka Hilton International will 
open on September 10, 1986. 











For reservations, call your travel agent, 
any Hilton International botel or Hilton 
Reservation Service 


TOKYO HILTON INTERNATIONAL 





If you fly First, don’t 
drive Second. Audi. 


People who want something spe- 
cial in the way of performance 
luxury and comfort do not have to 
go without when it comes to cars 
Audi produces extravagant alter- 
natives, made in Germany. Saloon 
cars designed along particularly 
exclusive lines. Cars which com- 
bine high-tech performance with 
understatement and which offer 


all the little touches of luxury which 
uxury up-market cars should 
have. And Audi has plenty to of 
fer when it comes to performance 
as well. Take its modern five-cyl 
inder turbo engine, for example 


With this and an elegant body 
Audi has succeeded in creating 


>ne of the world's fastest saloor 


cars. Come and see for yourself 


HONG KONG: Aberdeen, Jebsen 
Motors, Tel.: 5-275278 - 
MALAYSIA: Petaling Jaya, Aut 
Dunia Sdn. Bhd., Tel.: 577677 - 
SINGAPORE: Singapore, Cham 
Tel.: 4733211 
Brune: Darussalam, Champior 
Motors, Tel.: 23452 - 
TAIWAN: Taipei, Universal Motor 


pion Motors 


Traders Ltd., Tel. (02) 7173559 - 
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Arnold Palmer today attacks 
the business world with the 
same boldness that took him to 
the top in the game of golf. He 
is determined, resourceful and 
willing to take chances — but 
always calculated ones. 

almer is involved with, quite 
literally, dozens of enterprises 
around the world, frequently 
flying to meetings seated at the 
controls of his private jet. 

One of his most important 


and continuing activities IS the 


designing and landscaping of 
golf courses. The Chung Shan 


Palmer anal Rolex. The e 
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course is easily the most un- 
usual example, being Chinas 
first new golf course since the 
late 1950s. 

In addition there are Arnold 
Palmer golf clothes, golf clubs, 
an aviation chartering service, 
property developments — and 
much more. 

Behind Palmer's alTable smile 
that made him a television hero 
is a very astute business mind 
that always pays attention to 
minute details. 

Palmer is still a force to be 


reckoned with when he takes 





ssence of success. 


up the clubs, both attracting the 
crowds and presenting a formid- 
able challenge to the leaders. 

Keeping Arnold Palmer on 
time is a very important assign- 
ment. It is a task he entrusts to 
his gold Rolex Oyster Day- 
Date. "I get as strong a feeling 
of tradition from my Rolex as | 
do from a great golf course, he 
says. "My Rolex does the job 
supremely well.” 

From a man who doesnt 


ROLEX 


of Geneva 


waste a minute, this 
is the supreme 
compliment. 
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DAY DATE CHRONOMETER WITH 


PRIDOR BRACELET IN ISCT. WIHTE PINK AND YELLOW GOLD 
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LE arEasternEconomic Role of the Military 


Coming to Cory's Aid 
Stock Futures Now 
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B Co-managed by 
—— Involuntary Lending (BIL), 
e Bank (Monte Carlo), 
Banque Arabe de Guerre (BAG), 
Dire Straits Bank, Pte.. 
Devalué Guaranty Trust, 
First In and Out Bank, 
| d Hherds' Bank, 
| Manufactured Profits Bank, 
| 3 


State Bank. 
Sorry us 
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Worth turning back the clock for 


At The Montcalm, we give you the best of two worlds. 20th century luxury in 
a setting reminiscent of 18th century England. And all just minutes from Marble Arch, 
Hyde Park and central London's commercial district. 

Meanwhile, you'll also discover our special blend of Japanese and British 
hospitality. Along with the uniquely personalized service — starting the moment you 
register — that has come to characterize the world of Nikko Hotels International. 

Just a few of the reasons why so many executives who stay with us depart 
saying three little words. 

“Pll be back.” 


J 
London The Montcalm 


LONDON The Montcalm 

PARIS Hotel Nikko de Paris 
DUSSELDORF Hote! Nikko Dusseldorf 
NEW YORK Essex House 

NARITA Hotel Nikko Narita 
OSAKA Hotel Nikko Osaka 
NAHA Okinawa Grand Castle 
BEIJING Hotel Beijing-Toronto 
JAKARTA President Hotel 
MANILA Manila Garden Hotel 
TAIPEI Hotel Royal Taipei 
GUAM Guam Reef Hotel 
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Hat, not gun, in hand 


I should like to respond to Nayan 
Chanda's cover story, The New Revolu- 
tion [10 Apr.]. 


6 Party members were not supposed 
to go into ordinary shops ("dealing 
on the free market," it was called), 
but the rule was not strictly kept, be- 
cause there were various things such 
as shoelaces and razor blades which 
it was impossible to get hold of in 
any other way.* 

— 1984, George Orwell. 


Chanda's wide-eyed optimism on the 
economic "revolution" in communist 
Vietnam is so typical of the kind of jour- 
nalism coming from Western publica- 
tions reporting on communist societies. 
Hat in hand, he approaches the Han ` 
government, leaving behind the har 
nosed, shotgun (and self-righteous) 
journalism so prevalent during the Viet- 
nam War. 

His report — there is “hope” at the 
end of the tunnel. If it had been a non- 
communist dictatorship throwing a few 
economic “bones” to its oppressed peo- 
ple, the tone of the article would hardly 
have been filled with such hope and op- 
timism. Chanda's timid appraisal of this 
Orwellian society underscores why Ale- 
xander Solzhenitsyn called Western 


journalists in communist societies 
"docile." 
Dammam Dennis McMurray 


Sabah: hope and fear 


I write with regard to Y. S. Law's letter 
[17 Apr.]. Although cynicism is under- 
standable with regard to our qualified 
democracy, total resignation is not. 

If it is indeed "completely unreal 
tic” to hope that democracy “will ev 
survive intact" in Sabah, does that 
mean we should resign ourselves at the 
expense of ever seeing a brighter fu- 
ture? 

A politically multi-racial and egalita- 
rian Malaysia is an ideal towards which 
we as individuals must work — against 
all odds — by bringing about the ap- 
propriate attitudinal changes. It is not 
something to be cast aside as "claptrap, 
if not hypocrisy” because of the 
materialism and political prostitution 
inherent in our state. 

The electorate has shown its disap- 
proval of such leaders time and time 
again, and will continue to do so, if need 
be, until such time as they are given 
their much-needed and long-promised 
"clean, honest and efficient" govern- 
ment. 

With regard to the durability of non- 
Muslim chief ministers, I can only say 
that if the constitution presents so many 
rights and possibilities for our state we 
should not accept the warping of those 
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rights and the distancing of those pos- 


sibilities in practice as final. 

Our democratic system has recently 
faced the biggest threat since indepen- 
dence. In Sabah, we have a group hell- 
bent on a total change from democracy 
to fascism, with themselves in govern- 
ment. There seems to be no other 
explanation for it considering their 
strong aversion to the coming elections. 

The most heinous aspect of this is 
that they dangerously and irresponsibly 
do it under the guise of Islam, when in 
fact it is basically greed for power. Per- 
sonally, I would not like to see bomb- 
planting, rioting arsonists in — or even 
sharing — power in Sabah. 

There is a constructive and respect- 
able role to be played by opposition par- 
ties which, given the intimidation which 
minority members endure in the federal 
parliament and state assembly, takes 
much more guts than planting bombs, 
Starting fires and rioting 

It is the opposition's role to expo 
malpractice, scrutinise government 
legislation, and question and provide 
constructive criticism of government 
economic and social policy. It is a role 
which should be taken seriously. 

A democratic utopia may never be 
achieved, but please don't let it be so for 
our want of trving. | 
London Ali Abdullah 











Concern begets concern 


As an American married to a Taiwanese 
and who has lived in Taiwan for six 
years, I am in turn concerned by at- 
titudes such as the one exhibited by 
‘Concerned Taiwanese’ [LETTERS, 17 
Apr. |. 
Those who are truly concerned for | 
Taiwan's future make an effort to truly | 
understand the island’s social, econo- 

mic and political life. The language and 


assertions made by this you | 
Taiwanese are out of date, out of tou 
and ignorantly adopted. Like many 


other young Taiwanese growing up in 
the US, his or her attitude towards 
Taiwan was probably inherited from 
parents who haven't seen Taiwan for 
decades. ' 

It is really sad to see this kid claiming 
to be a spokesman for a majority of 
l'aiwanese. Never mind that the major- 
ity of Taiwanese vote for the Kuomin- 
tang in elections. Never mind that the 
Taiwanese public has voiced its support 
for the gradual, secure road to demo- 
cratisation. And, most importantly, 
never mind that the Taiwanese living in 
Taiwan greatly despise those ` 'former is- 
landers" who try to destabilise the is- 
land with various tactics from great dis- 
tances. 

Im more concerned. Those who 
would ruin Taiwan — a place which 
most Taiwanese think is the best place 
on earth to live — are passing on their 
selfish fanaticism to a new generation. 
Washington ‘Concerned American’ 
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where. Pages 49-104. 


any of the perspex ‘tombstones’ which bankers once 
displayed with pride in their offices, as evidence of 
participation in jumbo syndicated loans, have become 
monuments to imprudent lending. Life beyond the 
tombstone era is going to be much tougher for banks as 
they scramble for declining volumes of business and as 
they face increasing competition from new financial instru- 
ments and other capital-market institutions. The REVIEW's 
Banking '86 FOCUS looks at the impact which this process 
of disintermediation will have on banks. It also examines 
the causes of recent bank collapses in Hongkong and else- 
Cover illustration by Jeffrey Leung 





12-13 
The US administration finally comes 
“he aid of the Philippines with a 
kage of economic and military as- 
-...ance, while the Aquino govern- 
ment tries to blame all of its ills on the 
meddling by Marcos from exile in 
Hawaii. 


Page 14 

Asean foreign ministers in Bali press 
President Reagan to ease economic 
constraints which are hurting member 
countries' economies. 


Page 16 

Malacca opposition Parti Islam leader 
Abdul Rahman Hassan is charged in a 
religious court for organising ‘illegal’ 
Friday prayer meetings. 


Pages 24-30 
Taiwan's ruling Kuomintang takes 
pains to maintain control over the mili- 
tary, which plays a crucial role in poli- 
tize and foreign affairs — with its con- 
ng links to countries which have 
severed diplomatic ties with Taipei in 
favour of Peking. 


Page 38 

The government 
of President Zia- 
ul Haq looks on 
with little con- 
cern as Pakistan's 
opposition leader 
Benazir Bhutto re- 
ceives wide sup- 
port on her return f 
from exile. $ 


Page 44 

The row between Jakarta and Can- 
berra caused by a Sydney newspaper 
article continues, with Australian 
tourists being temporarily banned 
from visa-free entry into Indonesia, 
while Asean neighbours sympathise 
with Jakarta. 
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Page 47 

Indian Prime Minister Rajiv Gandhi 
nips a Congress party rebellion in the 
bud by expelling a top party leader 
and disciplining two others. 


Pages 110-112 


Trading in stockmarket index futures 
is set to take off in East Asia with 
Hongkong and Singapore gearing up 
to launch markets in the new specula- 
tive and hedging instrument, while 
Japan may follow suit by the end of 
the year. 


113 
An attempt by the government to cool 
the fevered South Korean stockmar- 
ket set off wild rumours which saw the 
market tumble 5% in one day — and 
the government think again. 


Page 116 

Malaysian businessman and politi- 
cian Tan Koon Swan wins more time 
to sort out his financial affairs, with the 
suggestion that criminal charges 
against him in Singapore over the 
Pan-Electric affair may be settled. 


Page 128 

Retail prices of imported goods in 
Japan have not come down, despite 
the sharp rise in the value of the yen, 
because middlemen — especially 
government agencies — have been 
pocketing the  foreign-exchange 
windfall. 


Page 138 

A government tribunal has criticised 
leading Hongkong businessmen for 
insider trading in the shares of a major 


property company. 


Page 141 

American Express is to swap some of 
its outstanding Philippine debt for 
government-held equity in a commer- 
cial bank — and other such deals are 
in the works. 
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Chiang Ching-kuo 
has heart surgery 
Taiwan President Chiang 
Ching-kuo underwent heart 


surgery on 18 April to implant 
an artificial pacemaker, the 
government announced on 24 
April. Chiang, 76, had the op- 
eration after 2 it pices exami- 
nation revealed he was suffer- 
ing from an irregular heart- 
beat. He was discharged from 
the hospital on 21 April. 

In an apparent attempt to 
play down the seriousness of 
the president's medical prob- 
lems, news of the operation 
was not released until the day 
Chiang was shown on evening 
TV news receiving the foreign 
minister of Paraguay. The gov- 
ernment emphasised that 
Chiang had resumed his official 
duties, 

Nevertheless, the news 
brought into focus the precari- 
ous state of Chiang's health 
(page 24). He has for years suf- 
fered from diabetes. 

— Carl Goldstein 


Panchen Lama 
visits Australia 


Tibet's second-ranking Buddh- | 
ist leader, the Panchen Lama, 


arrived in Australia on 29 April 
as member of a Chinese Na- 
tional People's Congress dele- 
ation, his first trip outside 
hina since the failed Tibetan 
uprising against Peking’s rule 
in 1959, 

Members of the small Tibet- 
an community in Australia 
said they would welcome the 
Panchen Lama but said China 
might be using the visit to 
counter Western criticism of its 
policies in Tibet. 

— Hamish McDonald 


Singapore court dismisses 
case against Jeyaretnam 
The Singapore High Court dis- 
missed on 24 April a defama- 
tion suit brought by The Straits 
Times against. the Workers' 
Party and its secretary-general, 
J. B. Jeyaretnam. The news- 
paper had accused the party of 
damaging its reputation by al- 
leging it had published a cor- 
rection in January 1982 to “res- 
cue” then second deputy prime 
minister S. Rajaratnam from a 
defamation suit by the party. 
The newspaper had report- 
ed that Rajaratnam had said 
the Workers’ Party had fielded 
a candidate in the 1980 general 
election who was later dis- 


oe 


covered to be a bicycle thief. 
Three days later, The Straits 
Times published a correction 
saying Rajaratnam had in fact 
referred to a “past” election 
and not the “last” election, 
which was then in 1980. 

The court, in its judgment, 
said the Workers’ Party's re- 
marks about the newspaper 
were not defamatory in the na- 
tural and ordinary meaning. 
Jeyaretnam was ordered to pay 
part of the legal costs of the 
proceedings. — Nigel Holloway 


Australian judge wins 


acquittal on appeal 
Court Justice Lionel Murphy 
was acquitted on 28 April of a 
charge of attempting to pervert 
the course of justice in the case 
of a Sydney lawyer friend ac- 
cused of an immigration con- 
spiracy. 

In an earlier trial, over- 
turned on appeal, Murphy had 





Murphy: acquitted. - 


been found guilty on one of two 
charges and sentenced to 18 
months in jail. Following his 
acquittal, opposition leaders 
said impeachment — 
in the federal parliament would 
be abandoned. Murphy, a 
former Australian Labor Party 
minister, called his trial “politi- 
cal” and said he would resume 
his place on the High Court in 
May. — Hamish McDonald 


South Korean students 
oppose military draft 


At least 123 university students 
were detained for questioning 
following their abortive at- 
tempt on 27 April to seize the 
medical school of Seoul Na- 
tional University in protest 
against a six-day, government 
military-induction program- 
me. Two other students were in 
critical condition after they 
tried unsuccessfully to immo- 
late themselves. 

The authorities allegedly 
are using the programme to 
punish dissident students. 

— Shim Jae Hoon 
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Malaysian oil-price cuts 

to hit export earnings 
Malaysia’s national oil com- 
pany, Petronas, has cut its 
price for crude by US$3.30- 
3.60 a barrel, depending on the 
grade. The new prices, which 
are effective from 1 April, 
bring Malaysia’s benchmark 
Tapis crude down to US$13.50 
a barrel compared with 
US$28.65 at the — of 
the year. Due to these cuts, 
Malaysia’s export earnings 
from oil are expected to plunge 
this year by around M$5 billion 
(USS1.9 billion), despite an 
increase in output to 510,000 
barrels a day. 

Last year, Malaysia earned 
M$11.2 billion on an average 
daily production of 450,000 
barrels. The decline in earnings 
has forced Petronas to offer 
better production-sharing con- 
tract terms to foreign oil com- 
panies. On 26 April, Idemitsu 
Oil Development Co. and Pec- 
ten Sarawak Co. signed a letter 
of intent for the first contract to 
be negotiated since the relaxa- 
tion of cost-recovery and pro- 
fit-split terms on 4 December. 

— Nick Seaward 


More foreign listings 
seen for Tokyo exchange 
About 25 foreign companies 
are expected to list on the 
Tokyo Stock Exchange (TSE) 
this year, doubling the present 
number of foreign listings, TSE 
sources said. Exchange offi- 
cials attribute the - surging 
foreign interest in listing to an 
increasingly attractive Tokyo 
capital market. They believe 
about 200 foreign companies 
may list by 1990. As of March 
1985, only 11 foreigners were 
listed in Tokyo, and no new 
foreign listings were made be- 
tween 1976 and 1984. The new 
membership of six foreign 
securities companies is seen as 
an important catalyst to more 
foreign listings. 

— Bruce Roscoe 


Seoul import bill soars 

as yen 

As yen:US dollar exchange 
rates set new levels, South 
Korea has begun to feel the 
pinch of higher import prices 
for Japanese goods. Imports 
(by value) of Japanese goods 
rose 32% during the first quar- 
ter from year-earlier levels, 
while exports to Japan rose 
only 10%. The balance has 
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moved to US$1.96 billion in 
Japan's favour, compared to an 
overall trade eficit of 
US$577.3 million; the deficit 
with Japan was US$663.1 mil- 
lion in the first quarter of 1985. 
The vast majority of imports 
from Japan are capital goods, 
which the South Korean Gov- 
| ernment would like to replace 
with local goods, in view of the 
currency realignment. Seoul is 
now providing assistance to the 
machinery industry in the form 
of concessionary loans for 
quality improvement. 

— Paul Ensor 


BHP bid to proceed as 
Elders' offer stalls 


A court ruling that Robert 
Holmes à Court's latest bid for 
the Broken Hill Propriet 
(BHP) conformed v 
company regulations has al- 
lowed the Perth-based raider 
to proceed quickly with a re- 
vised form of the A$2 billion 
(US$1.5 billion) partial offer. 
His Bell Resources obtained 
additional clearances from the 
National Companies and Secu- 
rities Commission, so that offer 
documents were to be sent to 
shareholders on 1 May. 

Meanwhile in London, à 
British High Court ruling has 
rejected an appeal by Austra- 
lian pastoral and brewing firm 
Elders IXL against an order by 
the Monopolies and Mergers 
Commission to disclose to AI- 
lied-Lyons details of how it 
will finance its £1.8 billion 
(US$2.8 billion) bid for the 
British brewing and food 
group. This setback came after 
Elders’ funding was strengtF ~- 
ed with a A$1 billion cap 
injection through a preter- 
ence share issue to BHP 
(REVIEW, 24 Apr.). 

— Hamish McDonald 


SES ends profits levy 

as trade remains slow 

The Stock Exchange of Singa- 
pore (SES) has suspended a 
25% levy on arbitrage profits 
instituted on 5 December to 
support the S$150 million 
(US$68.6 million) lifeboat 
scheme for ailing brokers im- 
plemented following the three- 
day closure of the exchange. 
Arbitrage deals have been slow 
since the market's near-col- 
lapse depressed trading. SES 
hopes the removal of the levy 
will spark arbitrage activity, 
but brokers say general inactiv- 
ity on the Kuala Lumpur and 
Singapore exchanges dampens 
their enthusiasm for the move. 


— Paul Handley 
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1 Much to the ~ 

. annoyance of 
South Korean 

President Chun 

- Doo Hwan, US 
Secretary of State 

George Shultz 
may hold a news 
conference and 
comment on 
recent political 
turbulence when 

he arrives in Seoul for an 

overnight visit on 7 May. The 

US is worried about rising 

anti-American sentiments on 

South Korean campuses, and 

diplomats say Shultz is expected to 

ress US concern over the pace of 
tical progress when he meets 
«nun and other senior government 
members. 


SOARING TRADE 

Two-way trade between South Korea 
and China soared to about US$1.4 
billion last year, despite the fact that 
Seoul has no diplomatic relations 
with Peking and strenuous objections 


SHULTZ CONTROVERSY | 





from Pyongyang, which does. Most 
of the trade is handled throu 
Hongkong. Diplomats say China has 
recently started issuing visas to South 
Korean passport holders by stamping 
them on separate travel documents 
rather than the passports themselves. 
This allows technicians to service 

rojects in which South Korea is 
involved. 


BUY-BACK FOR PROFIT 


Japanese trading companies have 
been approaching Hongkong-based 
traders seeking to buy up new cars 
and light goods vehicles stockpiled in 
the territory awaiting shipment to 
China. Hongkong middlemen were 
caught with thousands of the vehicles 
on their hands last year when Peking 
slapped controls on the use of foreign 
exchange for vehicle imports as part 
of a curb on runaway import 
spending. The 45% rise in the value 
of the yen against the tlongkong 
dollar since then means stockpiled 
vehicles can be bought by Japanese 
traders for shipment to other Asian 
and Middle East markets at less 
than the wholesale price in Japan. 


The vehicles cannot be sold in — — 


Hongkong as they are all left-hand- 
drive models. $, 


MISSILE GAP 


The US is reconsidering its decision 
to supply Stinger surface-to-air —— | 
missiles to the Afghan guerilla ue- i 
resistance because it believes they 
may be too sophisticated. For the 
heat-seeking missiles to be effective, 
operators have to make precise 
calculations on the altitude and 
distance of the aircraft being 
attacked. Military experts believe 
Afghan guerillas may not be 
sufficiently qualified. 


NUCLEAR FALLOUT 


New Zealand Prime Minister David 
Lange, who is also the minister of 
foreign affairs, is worried that the 
country's diplomats overseas are 
misrepresenting, and even 
undermining, his government's 
non-nuclear policies regarding ship 
visits. As a result, he has ordered 
briefing peper on the policies to be 
prepared and distributed to all 
diplomatic staff abroad. 


F z 


AUSTRALIA 

Australia welcomed a decision by In- 
donesia to revoke an order which stopped 
the visa-free entry of Australian tourists (23 
Apr.). Australian High Court judge Lionel 

urphy, in a retrial, was found not guilty of 
attempting to pervert the course of justice 
(28 Apr.). A senior Tibetan religious leader, 
the Panchen Lama, arrived on a 12-day 
^7 ~4will visit (29 Apr. ). 


—- ~ JGLADESH 

; More than 200 people were injured as 
rival Bangladesh political groups threw 
bombs and fought with knives and hockey 
sticks, police said (27 Apr.). 


BRUNEI 
Sultan Hassanal Bolkiah released five 
litical detainees, it was reported (23 hoy 


CHINA 

The Foreign Ministry announced that it 
had established a separate office of Taiwan 
Affairs to handle international problems re- 
lated to Taiwan (28 Apr.). 


HONGKONG 

The British Government turned down a 
request from the Legislative Council for full 
British citizenship for the non-Chinese 
ethnic minorities in Hongkong but partly 
granted its request for citizenship for ex- 
servicemen, who will be considered on a 
case-by-case basis (23 Apr.). Hongkong be- 
came a contracting party to the General 
Agreement on Tariffs and Trade (24 Apr.). 
Billionaire financier Li Ka-shing and several 
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other Cheung Kong (Holdings) executives 
were named by the Insider D Tribunal 
as having a “high degree of culpability” in in- 
sider dealing surrounding transactions com- 
pleted two years ago (25 Apr.). 


INDIA 

Prime Minister Rajiv Gandhi moved to 
halt a revolt in the ruling Congress party by 
expelling a powerful dissident and then call- 
ed a meeting to discuss complaints against 
the party leadership. Sikh extremists re- 
newed their offensive in Punjab, killing three 
people including a politician from the Con- 
gress, it was reported (28 Apr.). Dissident 
Sikhs in Punjab formed a Sikh nation and 
asked world governments to recognise it, a 
militant Sikh spokesman announced (29 
Apr.). 


INDONESIA 

US President Reagan arrived in Bali 
for a four-day official visit. Indonesia 
ejected a New York Times reporter and re- 
fused to allow in two Australian journalists 
(29 Apr.). 


JAPAN 

A bomb exploded in a Tokyo park and 
sabotage disrupted high-speed train services 
as Emperor Hirohito celebrated his 85th 
birthday and his 60th year on the throne (29 
Apr.). 


MALAYSIA 

President of the United Sabah National 
Organisation Tun Mustapha Harun an- 
nounced his retirement from politics (25 
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Apr.). The government announced the sur- 
render of 43 members of the Communist 
Party of Malaya (26 Apr.). 


PHILIPPINES 
Nine soldiers were killed and three others 
wounded in an ambush by communist insur- 
ents in the northern Philippines, the De- 
ence Ministry said (26 Apr.). A 17-day-old 
ceasefire pact between government troops 
and Muslim rebels broke down and renewed 
hostilities in the southern Philippines left 
four soldiers dead, it was reported (27 Apr. ). 


SOUTH KOREA 

In the second day of a sit-in demonstra- 
tion 20 relatives and dissidents accused the 
police of torturing about 14 young people 
who were arrested for alleged anti-govern- 
ment activities (23 Apr.). Authorities of the 
Sungkyunkwan University in Seoul ordered 
the school closed after a series of violent stu- 
dent protests (24 Apr.). Two students 
doused themselves with petrol and set them- 


selves ablaze in an anti-government demon- | — 


stration by about 250 Seoul National Univer- 
sity students (27 Apr. ). Riot police fired tear 
gas to break up anti-government and anti-US 


demonstrations on two Seoul university cam- | - 


puses (29 Apr.). 


SRI LANKA 

Explosions which authorities said were 
triggered by Tamil terrorists killed nine peo- 
ple at an oil storage depot in Anuradhapura - 
(23 Apr.). Security forces killed 12 Tamil se- 
paratists in clashesin the northeastern district 
of Trincomalee, it was reported (25 Apr. ). 
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PHILIPPINES 


The US puts ‘its money where its mouth is’ 





By Nayan Chanda in Washington 

he US Government has finally come 

to the aid of Philippine President 
Corazon Aquino. In a bid to help her 
new government face a severe economic 
crisis, Washington has decided to re- | tempting those very reforms. In fact, on 
quest US$150 million from congress in | 30 January, shortly before the Philip- 
new economic and military aid and to | pine presidential clection, Reagan 
expedite disbursement of US$400 mil- | pledged “a significantly larger program- 
lion in economic aid already committed | me of economic and military assistance" | 
to Manila, converting some of this | if the winner of a free and fair election 
amount from loan to aid. While the | undertook reforms. Although the con- 
amount of new assistance is small com- | duct of the election nullified that condi- 

ared with the country's needs, admin- — 
istration officials nevertheless are pat- 
ting themselves on the back for coming 
up with the package in a year of across- 
the-board budget cuts. 

Officials told the REVIEW that the 
objective of the package is to bail the 
foreign exchange-starved government 
in Manila out of its immediate problem 
by enabling it to pay for urgently needed 
imports. “It’s a simple budget-support 
operation," one source said. 

The announcement of the new aid 
pm was timed to coincide with Pre- 
sident Reagan's Asian trip and, in parti- 
cular, his first telephone call to Aquino, 
during which he broke the news of the 
package. Although the aid announce- 
ment was somewhat clouded by news of 
Reagan's plan to call former president 
Ferdinand Marcos while in Hawaii, 
"the United States at least is putting its 
money where its mouth is," as one offi- 
cial noted. 

After having called for fundamental | Reagan: fulfilling a pledge. 


economic, political and military reforms 
in the Philippines for the past two years, 
Washington needs to demonstrate its 
seriousness when the new regime is at- | 








A stitch in time... 


American aid should help avert economic crisis 


By James Clad in Manila 
W ashington’s 24 April statement 
about requested additions for aid 
to the Philippines has mollified Aquino 
— who earlier had shown frustration at 
the slow pace of foreign assistance to 
her new government (REVIEW, 1 May). 
However, President Reagan's contact 
several days later with Marcos, 
Aquino’s now-disgraced predecessor, 
has dissipated some of the announce- 
ment's impact. 

The intended boost in American as- 
sistance follows recent visits to the 
Philippines by US Agency for Interna- 
tional Development (USAID) adminis- 
trator Peter McPherson and other offi- 
cials. The US Embassy described 


Reagan’s new aid proposal to the US 
Congress as concentrating on “people- 
to-people" programmes to meet the 
"immediate needs of the poorest seg- 
ments of the population." It also singled | 
out the lack of any “appreciable” in- 
crease in the country's debt burden as 
another strong point. 

Much attention in Manila also fo- 
cused on Washington's reported wil- 
lingness to allow funds hitherto tightly 
tied to project financing to be used to 
help cover the gaping government de- 
ficit. Trade and Industry Minister Jose 
Concepcion, for example, spoke in 
favour of using grants-in-aid both from 
the US and from Japan to cover a 
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Reagan pays up 


tion, the new money, according to one 
official, is being provided “in the spirit 
of that commitment.” 

In announcing the aid package a 
White House spokesman praised the 
“sound, market-oriented economic 
policies” of the Aquino government as 


| well as its "clearly demonstrated . . . in- 


tention to carry out needed economic 


| and military reforms." Although there 


is no explicit condition attached to the 
aid, the spokesman noted that Aquino 
had promised to draft a new 
constitution and hold elect 
for local officials and à 
legislature. 
| The US administration ts 
| keen to see the free-market 

economy restored in the 
| Philippines but there is also a 
| realisation that the most im- 
| mediate task is to keep the 
| Aquino government afloat. 
| Originally it was estimated that 
| the Philippines would have a 

budget deficit of P6.9 billion 
| (US$336.6 million) in 1986. 
But thanks to his massive elec- 
tion spending, one US official 
said, "Marcos went through 
that annual deficit in just 
two months." The most up-to- 
| date estimate puts the budget 
| deficit at P30-34 billion for the 
year. 

The gaping budget deficit, 
combined with the frozen IMF 





large and growing budgetary deficit. 

The US distributes grants and soft 
loans both via USAID and through its 
Public Law-480 programme offering 
concessionary credit to purchase US ag- 
ricultural exports. The 1986-87 alloca- 
tion under this programme for the 
Philippines amounts to US$50 mil- 
lion. 


S aid, especially from the so-call- 

ed Economic Support Fund (ESF), 
has gone into many local-level pro- 
jects. 

The emphasis is on roads, bridges 


, and schools. Under a Marcos-era agree- 


ment in which the US makes aid pay- 
ments in return for the use of Philippine 
military bases, another US$625 million 
could be disbursed before 1989, 

In addition to the money, Reagan's 
willingness to expand food imports 
from the Philippines, to revise, how- 
ever slightly, the sugar quota and to 
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credit tranche (frozen because of Man- 
ila’s non-compliance with IMF condi- 
tions), created a serious cash shortage 
that had to be addressed immediately. 
However, facing stringent constraints 
because of the budget-cutting Gramm- 


Rudman-Hollings act, the US adminis- | 
tration could not seek an explicit in- | 
crease in its foreign aid outlay. An | 


appropriated but unspent amount was 
finally obtained from the Defence De- 
partment budget. Thanks to the sharp 
drop in oil prices some surplus was 


TURN, 


found in the Pentagon's operational | 
fund, in addition to the unspent money | 


in the pipeline. 


By some accounting exercise those | 


funds were transferre 
aid account to provide for an additional 
US$100 million in Economic Support 
Fund and US$50 million in Military 
Assistance Programme (MAP) for fis- 
cal 1986 (ending in September this 
year). 


addition, the administration will 
«convert most of its previously commit- 
ted loans to grant and accelerate the 
disbursement of economic aid worth 
US$400 million. With the exception of 
the Public Law-480 food aid, most of 
the amount will be used to finance the 
budget deficit. 

In military aid, US$24 million 
worth of unused Foreign Military Sales 
(FMS) credit — which carries a low 
interest rate — will be converted to 
MAP grant and disbursed this year. 
US$50 million of FMS planned for fiscal 
1987 will also be converted to MAP 
grant. Sources in the Defence Depart- 
ment said that the additional MAP 
amount would be spent on new trucks, 
radio communications equipment, spares 
for helicopters, trucks and Jeeps, as 
well as uniforms and medical care for 
soldiers. 

Thus. the net effect of the new pack- 





ew a bilateral textile agreement ex- 
piring this year “in ways that will 
at least help increase" textiles sales 


to the foreign | 


| made a plea to the IMF to 











has generally been accepted without | 


comment. 

American mood against granting extra 

trade access and increased government 

spending, the new aid package makes 
gnificant steps. 

The non-weapons bias in the extra 

US$50 million Reagan is seeking in 
military aid falls into the same cate- 
gory. 
"The  tractors-and-shovels slant 
shows Washington's knee bending quite 
far in Aquino's direction," one diplomat 
commented. Aquino told US Defence 
Secretary Caspar Weinberger recently 
(REVIEW, 17 Apr.) that she preferred 
civic action to more guns. For the time 
being at least, her counsel has prevailed 
despite barely muted misgivings about 
containing the growing communist-led 
insurgency in this way. 
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Yet given the domestic | 


|, suming exercise, but to nego- 
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age would be to provide assistance to 
the Philippines without affecting the US 
Government's oyerall aid outlay and 
without adding to the Philippines’ mas- 
sive foreign debt. In addition to the eco- 
nomic and military aid, the White 
House has also promised to expand 
Generalised System of Preferences 
benefits to Philippine exports to the 
US, assure reasonable growth of Philip- 
pine textiles exports to the US, provide 
US Exim Bank support to Philippine 
imports from the US and expand Over- 
seas Private Investment Corp. insur- 
ance to US investors going to the Philip- 
pines. 

Although the US Government 
has not publicly commented on the 
problem, it has strongly supported 
the Philippine Government in its bid 
to obtain IMF credit. Recently Philip- 
pine Finance Minister Jaime Ongpin 
grant a 
waiver and  disburse the 
frozen US$230 million cre- 
dit tranche, Granting of 
the IMF tranche would have 
also cleared the way for a 
US$350 million commercial 
loan. 

The IMF has decided not 
to grant a waiver, which 
could prove to be a time-con- 


tiate a new package and dis- 
burse the credit tranche as 
soon as possible. An IMF 
team is currently in Manila 
and US officials expect nego- 
tiation’ on the new IMF pack- 
age to begin in Tokyo in mid- 
ay. 

Washington will also be 
asking the summit partners in 
Tokvo to come up with addi- 
tional aid to enable the Philip- 
pines to tide over its immedi- 
ate difficulties. 





In communicating his aid propo- 
sal Reagan had his first direct words 
with Aquino, telephoning her on the 
day of the announcement. Yet during a 
stopover in Hawaii en route to Bali 


| two days later the American leader 


| in US-Philippine relations, 


also spoke to Marcos. Although the 
10-minute call may have been little 
more than a kind gesture to an old 
friend, it caused much speculation in 
Manila. 

*Adherents of the conspiracy school 
of history are trading their usual 
theories about Reagan's motives," the 
same diplomat said, noting how some 
newspaper columnists hinted darkly at 
long-established links between the two 
men. While this may be strictly routine 
rom the 
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US point of view the loose talk unfortu- | 


nately swallowed up some of the im- 
pact of a rather more substantial ges- 
ture to the new masters of Marcos’ 
house. 


Marcos factor 


Aquino blames problems on the 
meddling of exiled leader 


By Guy Sacerdoti in Manila 


ccording to the government of 

Philippine President Corazon 
Aquino, the task of constructing a new 
and workable administration is being 
subverted by the constant meddling of 
deposed president Ferdinand Marcos. 
Both military and civilian authorities al- 
most daily outline to local journalists 
some new machiavellian subterfuge, in 
an attempt to prove the former presi- 
dent is purposefully trying to destabilise 


| the new regime from exile in Hawaii. 





Whether in the newly formed separatist 
Mindanao Independence Movement or 
even allegedly feigned communist am- 
bushes by loyalist soldiers, Marcos’ 
hand is portrayed everywhere. 

But according to the so-called Mar- 
cos “loyalists,” who have demonstrated 
daily in front of the US Embassy in 
Manila since mid-April and have 
gathered some 8-12,000 supporters each 
Sunday for rallies at nearby Luneta 
Park, the former president’s role is min- 
imal. While he may telephone some 
Kilusang Bagong Lipunan party offi- 
cials to keep up on events, the rallies are 
an “uncoordinated clamour of diverse 
groups with only one thing in common 
— to remove the present government 
and to install our legitimate leader,” ac- 
cording to one organiser. 

How much of the claims from either 
side is myth and how much reality is a 
pup issue, The Marcos factor has 

een exaggerated by the Aquino gov- 
ernment, analysts say, to cover up for its 
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own initial problems in consolidating 
power and in controlling stubborn local 
officials of the former regime. 

As far as Marcos’ supporters at the 
demonstrations are concerned, the cam- 

aign is designed primarily to press for 
arcos’ eventual return to the Philip- 
ines, whether to live out his days in his 
ome province of Ilocos Norte or, as 
some diehard supporters hope, to ac- 
tually reverse the rebellion thatremoved 
him from power — considered by most 
impartial observers to be a pipedream 
under present circumstances. 

But other supporters, some of whom 
are former Marcos advisers, suggest 
that Marcos is using destabilisation as a 
bargaining position to negotiate even- 
tual settlement over his controversial 
overseas assets, which the new govern- 
ment is attempting to retrieve for the 
national Treasury. 

Whatever the real motive, Marcos’ 
continued high profile in Hawaii, and 
his ability thus far to bring his message 
back to Manila, has added a new and 
conceivably dangerous dimension to 
Aquino’s problems. 

Former Marcos advisers confirm 
that he frequently calls his former aides, 
particularly former national assembly 
speaker Nicanor Yniguez, former dep- 
uty prime minister Jose Rono and a 
Bunber of his media advisers. And they 
confirm that Marcos wants his support- 
ers to destabilise the fledgeling govern- 
ment through protest actions. During a 
rally on 27 April, Marcos and his wife 
Imelda spoke to the crowd via live tele- 









DIPLOMACY 


Uncle Sam is 
asked for help 


Asean foreign ministers press 
Reagan on trade constraints 


By Richard Nations in Bali 
i jos greeting President Reagan re- 
ceived when he met Indonesian Pre- 
sident Suharto and Asean foreign minis- 
ters in Bali on 1 May left him in no doubt 
that he had arrived in a friendly part of 
the world, one solidly tied to the West 
by a wide range of shared economic, po- 
litical and strategic interests. 

But it is also a region beset by prob- 
lems, and the Reagan visit is providing a 
focus for the mounting sense of frustra- 
tion and self-doubt afflicting its leaders 
as the economic dynamism of the area 
flags, the Cambodia conflict drags on 
and looming succession crises cast a 
shadow over the future stability of more 
than one key Asean country. 

Against this backdrop, the ostensi- 
ble purpose of Reagan's four-day 
stopover in Bali — to brief himself 
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phone hook-up, exhorting them to 
"fight" the Aquino government — al- 
beit peacefully — and Marcos reaf- 
firmed that he still considered himself to 
be president. 


fficially, there is no coordination 
among the groups supporting Mar- 
cos’ return. His vice-presidential running 
mate during the February election cam- 
paign, Arturo Tolentino, says that thus 
far 28 separate organisations have been 
involved in demonstrations in Manila. 
Most are newly formed and have little 
ideology but the return of Marcos' style 
of governance. They receive what To- 
lentino admits is significant funding 
from "contributions," but it is difficult 
to trace from where the money comes. 
The largest groups are the Ako'y 
Pilipino Movement, the Civilian Mar- 
cos Tolentino Loyalists and the People's 
Crusade for Supremacy of the Constitu- 
tion, Rule of Law and Due Process. 
Despite the scuffles which have thus 
far caused several injuries among jour- 
nalists and some foreigners, group lead- 
ers say they are non-violent. They es- 
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Indonesian Foreign Minister Mochtar: welcomes Laurel to Bali. 
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pouse Marcos’ contention that he wa: 
"kidnapped" by the US, which he 
claims misled him into leaving the presi: 
dential palace on 25 February believing 
he was to be flown to his home in Ilocos 
Instead he was flown to Clark Air Base 
Guam and finally Hawaii. This is why 
protesters often scream epithets al 
Americans, they say. 

Many members of these groups hail 
from Marcos’ home province. But more 
who attend the larger weekly rallies are 
supporters of several mayors who have 
recently been replaced by the govern: 
ment. 

Tolentino himself, who says he 
rarely speaks to Marcos, outlined differ. 
ent reasons for the protests. He saic 
most of the demonstrators were not 
even Marcos loyalists, but were using 
Marcos and himself as "spiritual lead- 
ers" for the return of governmental 
legitimacy. Emphasising that the 
Aquino government is “unlawful and il- 
legal,” Tolentino said the “only possi- 
bility” for a peaceful resolution was 
Aquino to step down, Marcos to ret... 
and then for Aquino to file a protest 














as Asean's envoy to the Tokyo summit 
of seven industrialised democracies on 
4-6 May — will give way to the much 
more basic concerm over the damage 
Asean leaders feel Reagan's own po- 
licies are doing to his friends in the re- 
gion. 

In order not to spoil the atmosphere 
of the visit, neither Suharto nor the 
Asean foreign ministers as a group were 
expected to raise the 15 April bombing 
raid on Libya, though the six member 
States individually dissociated them- 
selves from the controversial American 


action. Suharto’s role in the Bali gather- | 


ing is to maintain a statesman-like post- 
ure, representing the broader interests 
of the Third World as a whole while 
maintaining a cordial and friendly tone 
for the first visit by a US president to his 
country since 1975. 

But the Libyan crisis exerted an un- 








at 


expected pressure, straining the seams 
of the fragile social unity in the re- 
gion. 

There are 80,000 Thai workers in 
Libya who Bangkok feared would be in 
jeopardy if it endorsed the Ameri- 


| can raid, and the predominant Muslim 


influence in Indonesia, Malaysia and 
Brunei obliged these governments to 
distance themselves from the attack. 


A’ such, the Libyan crisis is sympto- 
matic of the extent to which leaders 
in the region feel they are becoming the 
unintended victims of American global 
policies — whether they involve the 
campaign against Middle East-based 
terrorism or intensification of Wash- 
ington’s trade wars with Europe and 
Japan. | 

“We don't doubt Reagan's commit- 
ment to the security of the region, and 
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rigged against h Bet a ge le 
=- While Tolentino admitted this was 
unlikely, he could see “drastic action by 
the people” to bring Marcos back or, 
“not to be discounted, a military take- 
over." But neither Tolentino nor other 
‘protest leaders indicated where they be- 
lieve their mass support will come from 
or whether they believe they can count 
on segments of the Armed Forces of the 
Philippines or such crucial institutions 
as the Roman Catholic Church. 

. But while Marcos supporters and 
loyalists appear well-funded if not 
numerous, it is also true that Aquino 
and her aides, while publicly saying they 
will ignore his machinations, are 
nonetheless consistently trying to blame 
primary political problems almost ex- 
clusively on Marcos’ meddling, while in 
xeality many of the difficulties can be at- 
tributed to confusion within the new 

fernment itself. 

... During the last two weeks of April, 
for example, several incidents were 
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tle evidence to prove it. 


ment, headed by former Marcos deputy 
information minister during the 1970s, 
Ruben Canoy, who also was one of 
three leaders in the opposition’s Min- 
danao Alliance in the early 1980s. 
Canoy, who received. just a few 
thousand votes as a presidential candi- 
date in February, said he, along with 
staunch Marcos.loyalist Ali Dimaporo, 
the former governor of Lanao del Sur, à 
Muslim stronghold, planned to convene 
à "convention" of some 500 delegates to 
declare Mindanao's independence. 


he move fizzled as Dimaporo pulled 

out of the arrangement, and Canoy 
merely read a statement making clear 
his "intention" to declare an indepen- 
dent state. The military, under orders to 
arrest Canoy for sedition, held back. 
But many political analysts in Manila 
implied Canoy was on the Marcos 
payroll to create the incident. 

Dimaporo, who Aquino had re- 


nobody thinks that he intends us | sider international efforts to stabilise oil 


harm,” a delegate to the Bali meeting 
said. 

But officials point to specific protec- 
tionist measures and commodity price- 
support policies that cause disorder in 
local markets, cut export revenues and 
reduce domestic incomes at a moment 
when economic growth is slowing down 
and unemployment is rising. 

The specific economic concerns of 
each Asean country were conveyed by 
Asean foreign ministers to US Secretary 
of State George Shultz in bilateral meet- 
ings held on 30 April. In particular, 

 Shultz was asked to take into considera- 
‘tion the impact of further falls in the 
-world oil price on the economies of the 
-region’s three oil exporters — In- 
..donesia, Malaysia and Brunei. Del- 
. egates of these countries are probing 
chow far Washington is prepared to con- 


| 
| 
| 
| 
| 
| 
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prices. 

Thailand, Malaysia and the Philip- 
pines are emphasising the disruptive im- 
pact on their economies of specific US 
interventions in the rice, sugar and tin 
markets. Thailand is concerned in parti- 
cular that the US Farm Act specifically 
targets Thai rice exports to justify 
price-support policies for US rice farm- 


ers. 

H- the legislation originated 
from pressures to retaliate against 

the European Economic Community's 

dumping of heavily subsidised argicul- 

tural products which depressed world 

market prices. 

Only four years ago, officials point 
out, it was sugar exports from the region 
which became the unintended target in 
a farm-products trade war between the 


- Much was made over the establishment | E 












































































orders from Marcos, 

Even the blatant comm 
People's Army (NPA) am 
convoy of Jeeps in the north 
district of Cagayan, which | 
journalists, including | veter: 
grapher Wilfred Vicoy, was blam 
"renegade" group of Marcos. 
security officers. But NPA source: 
firmed responsibility for the amb 
claiming they were unaware civili 
were aboard the vehicles. — — 

What effect Marcos, whether as a 
symbol of opposition or a direct pa 
ticipant in a destabilisation programme 
will ultimately have on the new govern- 
ment depends a great deal on how soon 
Aquino can assert effective control over _ 
local governments. For now, she views - 
the overt protests over her government - 
more as an irritant than anything else, - 
simply because she has personally tried 
to ignore them and proceed with or- 
ganising her administration and outlin-- 
ing policies. 

But unless she can divert public at- 
tention away from the protests and on to 
a positive policy direction, which she 
hoped to do with two major speeches on 
30 April and 1 May, the "Marcos fac- 
tor" may become more than she can ig- 





US and Europe when the Reagan ad- 
ministration imposed quotas on all j|. 
sugar imports in the US — a major mar- - 
ket for Philippine and Thai sugar ex- 
ports — in an effort to protect American 
sugar farmers from the low world mar- 
ket prices caused by EEC subsidies to its 
sugar-beet farmers. 
"Today, widespread unemployment 
resulting from the prolonged depression 
of world sugar prices is one of the pri- 
mary causes for growing popular sup- |. 
port among cane workers for the com- | 
munist insurgency in such Philippine- 
provinces as Negros, where sugar pro- 
vided the backbone of the local econ- 
omy. | 
Officials caution that similar social 
dislocation can occur in Thailand, 
undermining moderate regimes ani 
feeding extremist politics there, and 
Malaysia if the prices of such basic co 


modities as tin, rice and rubber remain 
depressed. | | bue 
While the  commodity-exportin 


countries of the region have long been 
vulnerable to shifts in world market 
conditions, officials say there is now a- 
new resentment in Thailand and Malay- | 
sia towards Washington because econo- 
mic distress is tied to specific US 
policies. “The interests of 12 millio 
Thais, whose incomes depend one. 
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| or another on the export price of rice, 
| could be sacrificed [under the Farm 

Act] for the sake of 55,000 Ameri- 

can rice farmers," a Thai official 

said. 
"We recognise that Reagan as a free 
trader is basically on our side in princi- 
ple," an Asean official said, “but what 
we want is to impress upon him how im- 
portant it is to the stability of the region 
that he continue to veto protectionist 
| legislation." Partially to demonstrate a 
$ spirit of self-help in adjusting to adverse 
| economic conditions, the Asean foreign 
ig ministers agreed that their heads of 
[: states should hold a summit meeting in 
Manila in mid-1987. It would be the first 
such meeting in a decade and only the 
second since the association was 
founded in 1967. 

Although there is no agreement on 
the agenda, delegates speak privately of 
the need to give new impetus to long- 
Stalled efforts to integrate their 
economies, as well as deflect pressure 
from the Reagan administration to 
liberalise their own markets and elimi- 
nate restrictions on foreign investment. 


ATS delegates also point to the 

Reagan administration s qualms over 
Asean's open support for the Khmer 
Rouge às another example of a tenden- 
cy in Washington to sacrifice specific 
Asean interests to domestic political 
considerations. On 29 April, the Asean 
foreign ministers formally endorsed an 
eight-point peace plan previously an- 
nounced by the tripartite anti- Vietnam- 
ese Democratic Kampuchea coalition in 
Peking — à move intended to undercut 
Hanoi's charge that the plan is an empty 
Chinese manoeuvre to gain interna- 
tional respectability for the Khmer 
Rouge. 

| But there were doubts that Reagan 
would follow suit without balancing 
support for the coalition’s plan with a 
Statement clearly dissociating himself 
from the the Khmer Rouge, a gesture to 

E American public opinion that plays 

E into Hanoi's hands and vitiates Asean 

- 





efforts to demonstrate internation- 
al solidarity with the anti-Vietnamese 
Y forces. 
| "We would like [Reagan] to give un- 
qualified support to the eight-point 
am [peace plan] and raise Cambodia on a 
ur par with Afghanistan in his summit 
talks" with Soviet leader Mikhail Gor- 
bachov, à source said. 

Asean's new sense of vulnerability 
| has only heightened the awareness 
* among its members’ leaders of the ex- 
tent to which Asean is tied to the West. 
Attempts last year to create new econo- 
mic openings in Eastern Europe and 
—— have proved disappointing so 
ar. 

“No one here has lost sight of the 
economic realities of their relations with 
m. the West,” a diplomat said. “The whole 

effort will be to make Reagan equall 
aware of them.” ü 
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Fundamentalism on trial. 


A Pas leader is charged with organising 'illegal' prayers 


By Suhaini Aznam in Kuala Lumpur 


Av about perceived threats to 
Muslim unity in the country led to a 
recent Malacca state government effort 
to nip potential Muslim discord in the 
bud. Opposition Parti Islam (Pas) 
leader Abdul Rahman Hassan was 
charged in a Muslim religious court in 
Malacca on 23 April with organising “il- 
legal" Friday pravers without the writ- 
ten approval of the Malacca Religious 
Department. A Pas member who 
helped conduct the prayers was 
charged with abetment. 

Rahman, Pas’ deputy state 
commissioner, was also charged 
with founding the Al-Falah reli- 
gious school — of which he is 
principal — again without au- 
thorisation. The school 
takes in children from the 
age of six, and a handful j 
have gone on to study Shi- qe ^. 
ism at an Iranian univer- (E ma 
sity. Although the numbers 
were negligible, Mg@lacca Chief 
Minister Datuk Seri Abdul 
Rahim Thamby Chik is wor- 
ried that the school could pro- 
duce a core of Muslim funda- 
mentalists whose interpreta- 
tions of Islam would differ 
from the Malaysian norm. 
Malaysian Muslims are of the 
Sunni sect. 

At the hearing, 100-150 Pas 
members and supporters held 
a peaceful, one-hour demon- 
stration outside the Religious : 
Department, chanting A//ahu 
Akbar (God is great) as po- 
lice mounted guard. A few 
carried placards saying 
“Where is justice in the 
government today” and 
“If praying men are tried, 
what of those who do not 
pray.” Other placards denounced the 
recent US attack on Libya and de- 
manded: “Get rid of American agents.” 

Ironically, a handful of government- 
appointed prayer callers and mosque of- 
ficials were also present among the pro- 
testers. The Religious Department 
identified them in a video recording of 
the morning's demonstrations and is 
now conducting investigations. Reli- 
gion is a state matter in Malaysia. 

Despite the show, the incident was 
hardly likely to start a rash of anti-gov- 
ernment Muslim feeling, Malacca poli- 
tical observers said. They said there was 
no chance that the incident would trig- 
ger another Memali — the Kedah state 
village where 14 villagers and four 
policemen died in a clash between gov- 
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Muslim schoolboy. 


ernment troops and followers of a Pas 
religious teacher in. November 1985. 
yee in Malacca are not as fiery in 
their Islamic religious expression as 
their counterparts in some other parts 
of the country and they are more 
tolerant of other religions —  per- 
haps because of mixing with Malacca’s 
large Chinese and smaller Portuguese 
communities. 

Also, the Al-Falah is unlike- 
ly to be the first of many such 
schools, the observers said. A 
report in the pro-government 
New Straits Times claimed that 
the school's enrolment had dro» 

ped by half — from ab 
600 to 300 pupils — as ç 
ents became disillusioned 
with the treatment accord- 
ed their children. The Re- 
ligious Department runs 
106 religious schools, with 
an enrolment of 11,000 stu- 
dents. 
` To date, Malacca has not 

c» suffered the religious divi- 
2. sions that mark Pas strong- 
~ holds in Kelantan and Treng- 
' ganu, Rahim observed, two 
ee. weeks before the Pas leader 
f was charged. Incidents of 

separate prayers between Pas 
and United Malays National 
Organisation (Umno) sup- 
porters in a village were un- 
heard of until Rahman or- 
ganised his own congregation, 
Rahim said. 

Ironically, the clamp- 
down came at a time wl 

talks between the Um.., 

the dominant party in the 
ruling National Front, and 
ames Pas have progressed quiet- 
ly to the extent that Prime 
Minister Mahathir himself met several 
Pas leaders on 20 April. Details of their 
discussion will be submitted to the 
Umno Supreme Council on 3 May. 

Malacca is not one of Pas’ known 
strongholds, though it has tried to ex- 
pand its operations in the state. More 
recent Pas activity in Malacca has been 
geared to the Chinese community, 
where community leaders have invited 
Pas luminaries, including recent 
Chinese Muslim converts in the party, 
to give public talks. Wooing Chinese 
support is Pas' latest campaign strategy, 
one aimed especially at those who are 
inclined to vote for the opposition, in 
the hope that marginal Chinese votes 
might swing results to Pas in some 
closely contested, semi-urban seats. E 
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SAPPHIRE GLASS, A CLASSIC FACE, THE LUSTRE 
OF ENAMEL. A DUNHILL WATCH PRECISELY. 
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At Dunhill the studied art of the craftsman has always been seen as an essential of good 
design; whether the material worked is a precious metal or soft leather. Dunhill has become a hallmark 
not just of inherent British values but of quality the world over. 





] he Dunhill Watch. Behind the sapphire glass there is a classic face. And this has been meticulously 
enamelled and highly polished to give a deep and brilliant lustre. This watch ts not only elegant but durable, being 
shock resistant and water resistant to a depth of 30 metres. In short, a Dunhill watch precisely. 





ALFRED DUNHILL’'S PHILOSOPHY: = 


IT MUST BE USEFUL.IT MUST WORK DEPENDABLY. IT MUST BE BEAUTIFUL 
IT MUSTLASI.IT MUST BE THE BEST OF IIS KIND 





NATIONS GOLF CHAMPIONSHIP 
ST. ANDREWS, SC OTLAND, SEP 25-28 1986 





lUCLEAR INDUSTRY 


How to select the right partner? 


When a country decides to start a nuclear power program, it must face 
many problems. These problems may be economic, financial, industrial, 
technical or scientific. Furthermore, the list of materials and services 
suppliers or consultants contained in a nuclear directory is so long and 
abstruse that, reading it, is not a great help to select the right partner. 
Indeed, the good beginning is to establish a solid relationship that will 
just meet your needs, without any restraint. The partner will have to be 
reliable, experienced, competitive and flexible. Cogema is a reliable 
partner, as the only industrial company that masters all the aspects of 
the nuclear fuel cycle. Cogema is an experienced partner, after 40 years 
of experience with the French nuclear program. Cogema is a competitive 
partner, creating a healthy competition and servicing over 60 utilities in 
the world. Cogema is a flexible partner in the best sense of the word. 
Its success is based on its ability to meet its customers’ needs with 
tailor-made contracts. This is why more utilities decide to take the road 
to nuclear power, along with Cogema and its subsidiaries, whatever their 
requirements: consulting, uranium exploration or mining operation, sup- 
ply of products and services, equipments and engineering. To select the 
right partner, come and meet Cogema in order to compare. Objectively. 


Q 
COGEMA 


The nuclear fuel company 
2 rue Paul Dautier. BP n" 4, 78141 Vélizy-Villacoublay. Cedex France. 
Tel. 33 (1) 39 4696 41. Telex Cogem 697 833 F 
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ally time, or an implicit promise like 
ered hey can count on. customer satisfaction. 
ises that go with a Geheral soe jet Take delivery. We believe on- 
tu engine. Whether wes san explicit time delivery should be a given. 
-. promi ise lil «e delivering an engine on Beyond that, we believe delivery is not 
^ — — the end of a sale. It’s the beginning 
m — ifelong relationship in which we 


On-time delivery of a new CF6-80C2. 
Thisis not the end of a sale. It's the 
beginning of a lifelong wlanionshipin 

which we give absolute first promty.to - 
the needs of oe airline customers. ; 





to antici- shop visits from 1000 to 5000 hours. 
Yet, every design change behind 
these improvements can be retro- 
5 obso- | fitted into engines we manufactured 13 
ce. In t 13 years we've years ago. And the same thing wi 
the performance of our CF6- SPP to the next generation o al effi- 
| — cient jet engines — — 
the CF6-80C2. 
x = all comes down to an atti- 
cS oe | ses are not just a matter 
* nocd} intentions. Promises are 
meant to be commitments. 
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FORCE 
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Ministry of Culture and Information: links with KBS, 
SOUTH KOREA 





By Paul Ensor in Seoul 


Dien Korea's state-owned TV net- 
work, Korea Broadcasting System 
(KBS), is under fire. It has been at- 
tacked in the print media for its heavy 
pro-government reporting and its prac- 
tice of taking subscription fees as well as 
advertising revenue. The opposition 
New Korea Democratic Party (NKDP) 
and Christian groups have voiced simi- 
lar objections and are mounting 
boycotts on viewing and subscription- 
fee payment. For the government, this 
represents a civil-disobedience cam- 
paign with worrying implications. 

The newspapers had much to do with 
stirring up the campaign and their role 
illustrates well some of the differences 
between the controls under which the 
print and electronic media work. Gov- 
ment control over broadcasters is 
h more direct than over the print 
. media. 

Dong-A Ilbo, a major Seoul daily 
with a long-standing reputation for 
speaking out against the government, 
attacked KBS in an editorial, saying: 
“The fairness of broadcasting can be en- 
sured only when the broadcasting net- 
works are run independently from the 
government or any political faction and 
are able to accommodate diverse opin- 
ions fairly to the maximum possible ex- 
tent." The editorial called the subscrip- 
tion fees “quasi-taxes,” arguing that the 
network is not state-owned “. . . but 
owned by the audience.” 

KBS responded to the editorial in an 
unusual manner by singling out the 
newspaper and criticising it in a nightly 
news programme — only to find itself 
under attack from all the major dailies 
the following day. Since then, KBS has 
become the subject of a torrent of dis- 
cussion and the butt of humour in the 
press. 

The NKDP and Christian groups 
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elevision’s blind eye 


position groups attack government-controlled TV for bias 


have been concerned about KBS for 
some time. Soon after the national as- 
sembly elections of February last year, 
the NKDP talked of suing KBS for un- 
fair coverage of the campaign, calling 
for the resignation of KBS president 
Lee Won Hong, who has since been be- 
come minister of culture and informa- 
tion (MCI). As NKDP spokesman 
Hong Sa Duk put it: “Every time we get 
a chance in the national assembly, we 
attack their completely biased attitude 
and the total control which the MCI 
has over them. People do not trust KBS, 
they read the papers instead.” 

When NKDP adviser and dissident 
leader Kim Young Sam attacked KBS at 
a recent rally in Taegu, calling for a 
boycott on subscription payments and 
viewing of the two KBS channels, he 
drew large applause from the crowd. 


KBS crews covering the rally took the 


precaution that day of removing the net- 
work insignia from their cameras for 
fear of being roughed up due to past 
coverage of demonstrations, which have 
been consistently painted as insurrections 
threatening the stability of the country. 


86* then, the NKDP has organised 
the anti-KBS campaign, calling on 
all party members to place printed anti- 
KBS stickers on their front gates show- 
ing their solidarity. The party is also 
preparing a bill which, if approved by 
the national assembly, would end sub- 
scription fees and cut the strong links 
between the network and the MCI. 
The NKDP drive has given new vigour 
to a similar campaign launched in Feb- 
ruary by the National Council of 
Churches, an umbrella organisation 
representing six major Protestant de- 
nominations. 

Apart from the issue of press free- 
dom, the Christians and Dong-A Ilbo 
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have their own reasons for opposing 
KBS. KBS turned into a behemoth in 
1980, when the new military regime of 
President Chun Doo Hwan forced a 
consolidation of two formally private 
companies — the TV company TBS, 
which was owned by the Samsung 
group, and Dong-A, a radio station 


owned by the newspaper of the same 


name. 

At the same time, the Christian 
Broadcasting System was ordered 
to cease its frequently anti-govern- 
ment news programmes and confine 
itself to religious material. And 
Munhwa Broadcasting Corp. (MBC), 
which had been owned by a pro-govern- 
ment foundation, was required to sell 
65% of its shares to KBS. MBC runs 
commercials and does not take a sub- 
scription fee. 

BS in its present form is to a large 
extent the creation of Lee, who earned a 
reputation during his years there for his 
tough, hard-working approach to the 
network's consolidation. Lee is a politi- 
cal hardliner who, as a minister, has be- 
come a forceful mouthpiece of the gov- 
ernment over the past year. 

Lee's harsh attacks on the NKDP 
and dissident students have made him a 
favourite target of the opposition party, 
which has twice introduced motions in 
the national assembly calling for his res- 
ignation. In a recent incident within the 
assembly, Lee was prevented from 
finishing a speech describing the press 
as free by some NKDP members, who 
pushed him away from the podium. 

At the time of KBS' expansion, the 
government hoped it would become a 
public network with the credibility of 
the BBC or Japan's NHK, then fre- 
quently mentioned as models. Follow- 
ing these models, KBS started out en- 
tirely supported by subscription but, 
within a year, financial pressures drove 
it to take advertising. 

Now subscription fees run at Won 
2,500 (US$2.85) per TV set a month 
and last year they accounted for just 
under half of KBS' revenue, the rest 
coming from commercials. Any cuts in 
revenues would be very difficult to 
acheive at a time when KBS is believed 
to be under financial strain due to heavy 
investments in facilities and equipment 
for the 1988 Seoul Olympics. 

Focusing on KBS subscriptions 
seems to have tapped a popular feeling. 
especially among middle-class support- 
ers; "We [South Koreans] have grown 
up surrounded by propaganda, but 
there is something especially irritating 
about having to pay for it," a university 
professor said, 

Some changes in the the way KBS is 
run are likely. The ruling Democratic 
Justice Party is under great pressure to 
find a solution to the problem and is dis- 
cussing the issue with. KBS and the 


, MCI. The most likely outcome is a 


partial end to commercials on the net- 
work. 












TAIWAN 


KMT power grows out 
of a holstered gun 


By Car! Goldstein in Taipei 


— line with Mao Zedong's famous 
dictum that “political power grows out 
of the barrel of a gun,” military strength 
has been the ultimate guarantor of the 
Kuomintang's (KMT) political supre- 
macy during the 37 years of the party's 
rule in Taiwan. 

Like the Chinese Communist Party, 
however, the KMT has taken pains to 
maintain its control over the gun — 
largely by means of a powerful political 
commissar system, here called the Poli- 
tical Warfare Department, but also by 
rotating top military commanders to 
prevent them from achieving too much 
personal power over their troops. 

In return for acquiescence in the 
party's leadership, the military has 
traditionally been given a strong voice 
within party councils. Several serving or 
retired military leaders sit on the central 
committee's central standing committee 
— in effect, the party's politburo — in- 
cluding chief of general staff Gen. Hau 
Pei-tsun and the defence minister, re- 
tired admiral Soong Chang-chih. 

Just as important, a few ageing sur- 
vivors from the past, early comrades of 
former president Chiang Kai-shek in his 
formative military and political adven- 
tures of the 1920s, remain active in party 
affairs. Men such as Gen. Ho Ying- 
chin. commander-in-chief of the armed 
forces during the civil war with the 
Chinese communists, who celebrated 
his 96th birthday on 2 April with leading 
military and political leaders in atten- 
dance, serve as living reproofs for any 
younger leaders whose faith in the fad- 
ing dream of retaking the mainland 
might waver, 

Taiwan cannot be lumped together 
with some other Asian countries, such 
as South Korea, where an essentially 
military regime has draped itself in the 
political trappings of a party structure. 
The KMT has sunk deep roots in the is- 
land, which give it a degree of legiti- 
macy and organisational strength inde- 
pendent of military power. Nonethe- 
less, the fading health of 76-year-old 
President Chiang Ching-kuo, Chiang 
Kai-shek's son, and his failure so far to 
clearly: delineate a succession process 
have focused increasing attention on the 
military's political influence and its role 
in influencing the choice of a successor. 

The prospects for an outright mili- 
tary putsch scem extremely dim. Public 
opinion, a factor to be reckoned with in 
Taiwan's rapidly modernising society, 
would overwhelmingly oppose such a 
move, as would influential civilian 
forces within the government. A more 





The REvIEW's series of articles on 
Asia’s armed forces continues with 
a look at the military in Taiwan. 











realistic scenario put forward by some 
observers is that the military, which 
views itself as the final bulwark against 
instability, might come forward to settle 
a power struggle among senior party 
leaders, if one erupted after Chiang's 
death, by backing a single contender. 

It is in this connection that Hau, às 
the dominant figure in the military, 
could play a pivotal role. *Hau could 
have veto power over the succession 
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process," said a foreign political 
analyst. Many signs paint a picture of in- 
creasing personal power for the 66-year- 
old four-star general, who is now in his 
fifth vear as chief of the general staff. 
Hau's long tenure is stretching the 
bounds of a tradition established by 
Chiang Kai-shek under which the chief 
of the general staff, who is the opera- 
tional head of the armed forces, and 
each service chief holds office for two 
years, with one extension possible. By 
this reckoning. a major shakeup is long 
overdue. 

In contrast to the long periods 
Chiang Ching-kuo has allowed his top 
military men to stay in place — before 
Hau, Soong had been chief of staff from 
1976-81 — the elder Chiang had limited 
the eight men who served under him as 
chief of staff between 1950 and 1975, the 
year he died, to an average of only three 
years in office. The picture is similar, 
though somewhat less pronounced, 


Chiang Kai-shek; Chiang; Lee: succession specul 





where the commander-in-chief of each 
branch of the service is concerned. 

That Hau enjoys the president's con- 
fidence has been demonstrated not only 
by his extended tenure in office, but also 
by his high public profile. Late last year. 
he accompanied Chiang on a rare and 
highly publicised inspection tour of the 
heavily fortified ólfshoré islands of 
Quemoy and Matsu. On the I1th an- 
niversary of Chiang Kai-shek's death 
on 5 April, Hau, who had served as 
Chiang's chief military aide-de-camp 
from 1965-70, was featured prominently 
on TV and in the press leading top mili- 
tary leaders in memorial ceremonies. 
On another level, his increasing sway in 
the military has been demonstrated by 
his ability to place allies and protégés in 
key positions. 

Ves rise to his current pre-emi- 
nence shows how a mixture of factors, 
including military academy class loy- 
alty, advantageous political con m 
and personal ability shape careers 
Taiwan's military. He graduated in the 
|4th class of the prestigious Whampoa 
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Military Academy, the school that has 
provided the leadership core of the 
army — the armed forces’ dominant ser- 
vice — ever since the 1928 Northern Ex- 
pedition against powerful warlords. 

The Whampoa tradition, which even 
today is said to infuse the top leader- 
ship, is described as a political commit- 
ment to serving the KMT and defending 
it against internal or external threats to 
its rule. Just as crucially, it informs the 
network of ties among officers that 
helps determine the advancement of 
key individuals. 


hile Chiang lives, no individual or 

group can threaten his position. If 
any proof were needed, it came in 1983 
when Gen. Wang Sheng, the powerful 
chief of the Political Warfare Depart- 
ment who had been viewed by many as a 
possible successor to Chiang, was ab- 
ruptly removed from his position and 
packed off to Paraguay as ambassador. 





The chief reason for his downfall was 
said to be Chiang's concern that he was 
attempting to use the political-warfare 
system to create an independent power 
base for himself. In any case, Wang's re- 
moval from the scene was a blow to the 
strength of the political-warfare system 
and opened the way for Hau, represent- 
ing the professional military, to come to 
the fore. 

When the president departs from the 
scene, the political landscape’ will 
change radically. Because Taiwan has 
had.no experience without a member of 
the Chiang family guiding national 
development, the subject is causing 
considerable unease among party mem- 
bers, oppositionists and the public. 

To calm public fears about the fu- 
ture, Chiang has asserted the primacy of 
constitutional rule on several occasions 
in recent months. He has also taken 
mains to reduce concern about the un- 

Icome possibility that a third genera- 

n of the Chiang family — in the per- 
son of his son, Chiang Hsiao-wu — 
would be in line for the succession. In 








tu and troops: pivotal role. 





February, the younger Chiang, 40, was 
abruptly dispatched to Singapore to 
take a quasi-diplomatic post in Taipei's 
trade mission there. The move was re- 
garded in Taipei as an attempt to 
minimise unwelcome speculation about 
his future by keeping him out of the 
public eve. 

The emphasis on the constitutional 
process strengthens the hand of Vice- 
President Lee Teng-hui, a 63-year-old 
native Taiwanese technocrat, who al- 
most certainly would be elevated to the 
presidency. His rise to prominence 
under Chiang's patronage - still not 
resolved the question of how much 
power he could wield after Chiang's 
death, however, as the all-important 
question of future party leadership has 
not been decided. 

The recent KMT plenum, which 
closed on 31 March, had been expected 
to take steps to provide for the succes- 
sion of party power, possibly by naming 
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Lee party vice-chairman. In the event, 
the meeting ended inconclusively with- 
out any move in this direction, though 
Lee's position in the party was substan- 
tially enhanced by his jump from ninth 
to third place in the party's central 
standing committee line-up. 

At the same time, Hau and Soong 
each dropped three places in the new 
party hierarchy — to 18th and 17th, re- 
spectively, out of 31 places. Analvsts 
thought the change was likely intended 
not to downgrade their influence, but 
rather to signal that Chiang remained 
very much in charge, despite recent 
speculation in the national legislature 
and elsewhere about the military's say 
in political affairs. 


he best sign of Hau's pull within the 

military and with his boss, Chiang, 
will come with the next shakeup of top 
military commanders, which is widely 
expected to occur soon. According to 
the customary rotation, the next chief of 
staff should be from the air force. Mili- 
tary sources say, however, that the front 








runner is Adm. Tsou Chien, 64, the cur- 
rent vice-chief of staff. 

Politically, the navy is the weak sister 
of the armed forces, but Tsou is consi- 
dered to be close to Hau. If the former 
naval commander-in-chief were to be 
promoted out of turn, it would be a 
strong sign that Hau, who himself is 
likely to be elevated to defence minis- 
ter, would retain strong operational 
control of the military. “Tsou would do 
as Hau told him," said a well-placed 
military source. 

Two of Hau's appointees within the 
military are the new head of the military 
Intelligence Bureau (IB), Lieut-Gen. 
Lu Kwang-vi, and Song Hsin-lien, the 
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director of the National Security 
Bureau. Both were named to their posts 
last year. The shakeup in the IB fol- 
lowed the scandal over the October 
1984 murder in the US of Henry Liu, a 
Chinese-American critic of the KMT. 
The bureau's former director, Wong 
Hsi-ling, had been found guilty by a 
Taipei military court in April 1985 for 
conspiring with top aides and under- 
world gang leaders to kill Liu. 

The IB's new director had served 
under Hau's command as an artillery 
company commander in Quemoy in 
1958 when the island was fired on by 
Chinese forces. Previously the bureau 
had been under the jurisdiction of the 
National Security Council, a competing 
power centre, overseeing the security 
apparatus. However, after the shakeup 
it was brought directly under the chief of 
the general staff's command. 

Hau is not without his critics within 
the military. Inter-service rivalry would 
likely be a serious impediment to any fu- 
ture attempt to move the armed forces 
beyond their widely accepted profes- 
sional role. Charges by military sources 
that Hau ordered the falsification of a 
few key allies’ personnel records, alter- 
ing their ages to give them more time on 
active duty, whether true or not, reflect 
resentment over the army's — and 
Hau's — political predominance. 

One of the factors contributing to the 
KMT's defeat on the mainland had been 
feuding between independent-minded 
military leaders, a few of whom were lit- 
tle more than regional warlords with 
only weak allegiance to Chiang Kai- 
shek's leadership. After the govern- 
ment's move to Taiwan in 1949, Chiang 
established the political-warfare system 
to bring all forces under tighter control. 
As the system evolved, it had the dual 
function of monitoring the military 
command structure and seeing to sol- 
diers’ political indoctrination. Taiwan 
has universal military conscription for 
males, with either two- or three-year 
service, depending on the luck of the 
draw. 

Political officers, mostly trained at 
the Fuhsingkang Political Warfare Col- 
lege near Taipei, are assigned to each 
unit down to the squad level, with a rank 
equal to the corresponding military of- 
ficer. Besides monitoring their military 
counterparts’ conduct, their chief re- 
sponsibility is political education for the 
enlisted men. Every soldier gets four 
hours a week of instruction in anti-com- 
munist theory and Sun Yat-sen's Three 
Principles of the People. Other topics 
might include readings of recent 
speeches by Chiang and other leaders. 

Loyalty to the KMT is all-important. 
Soldiers are often pressured to join the 
party — if they do not do so willingly — 
and individuals known to be sympathe- 
tic to Taiwan's opposition grouping are 
closely monitored to prevent them from 
exerting negative influences on their fel- 
low soldiers. 
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The military weans itself 
from dependency on US 


E since Gen. Douglas MacArthur 
called Taiwan an “unsinkable air- 
craft carrier," military strategists and 
politicians here have used the phrase to 
describe the island's importance to the 
free world. Seated astride sealanes con- 
necting Japan with Southeast Asia and 
beyond to the Middle East oilfields, it is 
said to be the key to holding communist 
Chinese and Soviet “expansionism” in 
check. 

The only thing this view lacks nowa- 
days is influential adherents outside 
Taiwan. Washington, for its part, has 
pursued the effort to improve relations 
with Peking that began dramatically 
with the 1972 mainland visit by then pre- 
sident Richard Nixon, including moves 
towards military cooperation with 
China, one of the presumed threats to 
the free world. 

Some countries in the region are 
noticeably less enthusiastic than the US 
about embracing China — and several 
retain security links with Taiwan — yet 
they have one by one derecognised 
Taipei in favour of Peking. South Korea 
is the only Asian country to maintain 
diplomatic ties with Taiwan. 

Even among those with the greatest 
fear of Chinese motives, such as Malay- 
sia and Indonesia, there is scant senti- 
ment for embracing Taiwan as a counter 
to undue Chinese influence. An Asean 
diplomatic source told the REVIEW: 

"Stability in the region will be deter- 
mined by US power, not Taiwan's. 

Thus Taiwan's security in the face of 
the potential military threat across the 
200-km-wide Taiwan Strait is primarily 
of concern only to the two old an- 
tagonists, the KMT and the Chinese 
Communist Party (CCP) — plus an im- 
portant third party, the US. "od, amd | er — 
ton was the KMT's patron of old, and 
the US' Taiwan Relations Act, passed 
into law in 1979, the same year Wash- 
ington established formal diplomatic 
ties with Peking, commits the US to pro- 
viding Taiwan with military supplies 
"adequate" for its defence needs. 

The daunting numerical inferiority 
faced by the island's armed forces in vir- 
tually every category of military 
strength makes the task of judging what 
constitutes an adequate self-defensive 
capability a tricky one. China has more 
than 3 million troops — even after a 
25% force-reduction currently under 
way — to Taiwan’s 444,000 regular 
forces; some 5,300 combat aircraft ver- 
sus about 560 for Taiwan, and 110 sub- 
marines, including three nuclear-pow- 
ered ones, to Taiwan's two. 

Taipei has long been-able to main- 
tain a significant qualitative edge over 
Peking because of its superior US mili- 
tary technology. However, that edge is 


likely to narrow in the next few years, as 
Taiwan's inventory ages and China 
gains access to American and European 
weaponry. Recently approved transfers 
from the US have included advanced 
avionics for 50 of China's F8 intercep- 
a US$500 million deal, expected 
to receive US Congressional approval 
advanced sonar for naval ves- 
sels, new gas turbine engines for China's 
destroyers and TOW anti-tank missiles. 
Control of the airspace over the 
strait is probably causing the most sleep- 
less nights for military planners in 
Taipei. *We still have local air superior- 
ity," said a highly placed military 
source, "but it's poing to be a race over 
the next five to 10 years to maintain our 
current combat-effectiveness ratio." 
Taipers best aircraft, its 280-odd 
F5E fighters, which are locally manu- 








The US has refused to sell Taipei an 
advanced fighter, such as the F16 or 
F20, for fear of violating the 17 August 
1982 Shanghai Communique in which it 
promised to “reduce gradually its sales 
of arms to Taiwan, leading over a period 
of time to a final resolution.” The artful 
diplomatic language of the com- 
munique allowes the US to interpret the 
phrase “final resolution” to mean a 

eaceful solution to the Taiwan prob- 
em, while to China it simply referred to 
the final end of all US arms sales. 

As a result, US sales under the 
Foreign Military Sales rubric have pro- 
gressively declined by about US$20 mil- 
lion a year since 1983, when they total- 
led US$780 million, to US$720 million 
for fiscal 1987, according to figures sup- 

lied by the Reagan administration in 
its notification to congress in March. At 
the same time, however, commercial 
sales have been increasing — from 


US$85 million in fiscal 1983 to a set 
duled US$150 million in fiscal 1987. 

The US Government has given its 
tacit backing to major assistance 


by 





F5Es: [penal ii manoeuvrability. 


factured under a co-production agree- 
ment with Northrop, face the 1,500 J6 
fighters (derived from the MiG19) 
which analysts say Peking can mobilise 
without affecting crucial commitments 
elsewhere. Both represent 20-year-old 
technology, though the FSE maintains an 
edge due to superior manoeuvrability. 


j eco Government and military 


spokesmen have attacked the US | 


sale of the avionics system to Peking, 
saying it will adversely affect the mili- 
tary balance across the strait. Defend- 
ing the sale from Taiwan supporters in 
congress, Reagan administration offi- 
cials have said it will help China en- 
hance its self-defensive capability 
against the Soviet Union. In fact the F8 
is an interceptor aircraft built for knock- 
ing out long-range bombers, not engag- 
ing in dogfights with the FSEs. 








! termed “authoritative” 


defence contractors to 


American 
Taiwan's efforts to develop an indigen- 
ous all-weather fighter, a programme 
which has progressed much faster than 


is generally believed. The 31 March 
issue of the US publication Aviation 
Week & Space Technology, in an article 
by official US 
sources, said the effort has been so suc- 


| cessful that a prototype should be able 


to fly by 1989, with the first production 
models available by the early 1990s. 
The development effort is centred at 
the Aero Industry Development Centre 
(AIDC), a massive military-run re- 
search and production complex located 
near the central Taiwan city of 
Taichung. AIDC — reportedly with 
more than 3,000 engineers and techni- 
cians on its staff — is itself a subsidiary 
of the larger Chung Shan Institute of 
Science & Technology, which oversees 
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3 all military-related research and deve- 
lopment projects. — n. 


Hundreds of enginéers have been 
sent to pe companies’ facilities in 
the US for training and consultations in 
a cooperative effort, which is (ions 
the US companies an estimated US$35 
million a year, Ayíation Week said. 
Among the major contractors are Gen- 
eral Dynamics, manufacturer of the 
F16, which is — the air- 
craft's design; the € ajent Corp., assist- 
ing in the development of a powerful en- 

ine with after-burner capability, and 

ear Siegler International, which is 
managing the integration of an avionics 
system from a variety of sources. 

The manufacture of the airframe and 
engine will be done at AIDC facilities, 
where the air force’s FSEs have been 
under production since 1974. The co- 
production agreement with Northrop 
expires at the end of this year, and 

"Taipei is expected to refuse an exten- 
on, despite Washington's offer of up- 
“graded a 
_ Washington will be pleased to see an 
early, successful completion to the all- 
weather fighter project. which first 
began in 1978. This would take the 
heat off us," a US source told the 
REVIEW, since Taipei would no longer 
be pressing Washington to provide an 
advanced fighter. It would also be a 
major victory for the Taiwan Govern- 
ment, as it would demonstrate its ability 
to provide for the island's long-term 
security. Taiwan's deepening interna- 
tional isolation has created serious 
morale problems, as reflected in declin- 
ing rates of capital investment by busi- 
nessmen and a continuing loss of human 
resources to emigration. 


nother effect of Taipei's isolation is 

the difficulty it has developing other 

urces of defence equipment. *Taiwan 

* in a very awkward position interna- 

mally. The PRC can make it very ex- 

pensive for any nation to get too close,” 

said A. James Gregor, a prominent 

American political scientist, who has 
been a long-time Taipei supporter. 

Taiwan's experience with the 
Netherlands is a case in point. In 1981 it 
‘signed a US$300 million order with Wil- 
ton Fijenoord, the Dutch shipyard, for 
two diesel-powered submarines sche- 
duled to be handed over sometime next 
year. Taipei had hoped the shipyard, 
which desperately needs the business, 
would agree to build two more, with an 
option for an additional two. 

However, Peking objected strenu- 
ously, and in a sharp warning to other 
countries that might contemplate large- 
scale defence sales to Taiwan, it 
downgraded its diplomatic relations 
with the Dutch Government. The 
Dutch responded as expected to the 
pressure by ordering the e Map 
which receives government subsidies, to 
refuse the order. 

. .. Political obstacles aside, ioe 
ESSE — 7n « 
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long-time military relationship with the 
US makes it difficult and expensive to 
break away from the US logistical and 
supply system. Still, Taipei has man- 
aged to obtain significant amounts of 
equipment from other sources. Be- 
tween 1979 and 1983, 33% of the total 
US$2.5 billion in arms purchases came 
from sources other than the US, accord- 
ing to the International Institute of 
Strategic Studies, London. 

European arms dealers “troop 
through the halls of the Ministry of Na- 
tional Defence armed with catalogues 
and briefings,” in the words of a former 
high-ranking defence ofticial, hoping to 
sell particular weapons systems like 
rapid-fire guns or mines. 

Israel has been a particularly good 
rovider, as its pariah status makes it 
ess susceptible to external pressure. 

The relationship, which enjoys the 
blessing of the US, is kept very quiet in 
Taiwan out of respect for the sen- 
sitivities of Saudi Arabia — Taipei's 
major oil supplier and one of its few re- 
maining piod enirn: 

Israel has provided its Gabriel sur- 
face-to-surface missiles — now styled 
the Hsiung Feng in Taiwan — and the 
Dvora-type fast-attack craft to Taiwan. 
Technical assistance has been just as im- 
portant. Israeli engineers and techni- 


First line of defence 
seeks tourist invasion 


By Carl Goldstein on Quemoy 


he island of Quemoy, a short 2,300 m 

across choppy waters from the 
nearest mainland Chinese-controlled is- 
land, appears well prepared to repel any 
conceivable invasion. About 60,000 of 
Taiwan's best-equipped troops are dug 
into the rocky island. Above the sur- 
face, gun emplacements can be seen 
peaking from behind rocky outcrop- 
pings and pairs of armed sentries — one 
always wearing a gas mask — guard 
each intersection and installation. 

Below the surface, a full hospital, an 


auditorium that can seat 1,000 and other | 
facilities dug deep into the rock are reg- | 


ular stops on visitors' itineraries. There 
are also barracks, huge stockpiles of 
supplies and ordnance, and tunnels con- 
necting different parts of the island, 
which visitors do not normally see. 
Farmers are getting the fields ready 
for planting the year's first crop, work- 
ing around files of concrete posts top- 
ped by metal spikes — intended to pro- 
vide a sharp reception to invading pem 
troopers. The beaches are rimmed with 
barbed wire anti-landing devices, and 
the waters are said to be mined. 
Recently, though, officers of the 
Quemoy command and civilian officials 
on the island have begun talking of the 





cians are working at AIDC and the 
Chung Shan Institute, while Taipei 
sends its Sod to private and govern- 
ment facilities in Israel for training. 
South Africa, another pariah state 
and a strong diplomatic partner of 
Taiwan as well, provides certain assist- 
ance. It is rumoured that the two coun- 


tries have engaged in joint research in | 


nuclear weaponry, which Taipei. has 
said it has the capability to manufac- 
ture. There is little reason to disbelieve 
the official denials that it already pos- 
sesses nuclear weapons, however, as 
such weapons could play no conceivable 
role in a conflict with China. 


Anes generally agree that China 
could now mount a successful inva- 
sion across the Taiwan Strait. But the 
cost would be frightful. It would include 
tremendous casualties and destroyed 
material; the diversion of scarce re- 
sources from internal economic con- 
struction: the doubtful value of a con- 


quered population and a shattered | 


economy and, finally, incalculable dam- . 
age to China’s international standing, 
together with its hopes of enlisting 
foreign aid in its development efforts. 


Indeed, there is little evidence that | 
Peking is devoting serious attention to a | 


military solution to returning the 





possibility of another type of in- 
vasion, one that would come from 
the opposite direction: tourists from 


Taiwan. “We wouldn't object if the | 
authorities wanted to turn Kinmen | 
[Quemoy] into a tourist attraction," a | 


high-ranking officer said. 











"breakaway" province to the fold, de- 
spite  well-publicised assertions by 
Chinese leader Deng Xiaoping and 
CCP General Secretary Hu Yaobang, 
among others, that force might even- 
tually be necessary. Most signs point in 
the opposite direction, to a relaxation of 
tensions on both sides of the strait, 
Despite rumblings of discontent 
among the leadership of China's Peo- 
ple's Liberation Army, military build- 
up in China has taken a back seat to the 
economic-reform policies promoted by 
the group centred around Deng. Most 
Western analysts judge that the military 
threat to Taiwan has been steadily de- 
clining in recent years. China has re- 
duced. the number of troops facing 
Taiwan and has redeployed aircraft 
further inland or to locations closer to 
the tense border with Vietnam. “It 


would take at least a year for Peking to 
gather sufficient forces to launch a seri- 
ous invasion attempt," 
source said. 

A full invasion would confront they 


an American. 















With the relaxation of tensions be- a 


tween China and Taiwan in recent 
years, such talk has become more com- 


mon here and on the main island of © 


Taiwan. China has reduced the number 
of troops facing Quemoy by more than 
half, according to military sources on 
the offshore island, to about 100,000. 


Even the propaganda shells the Chinese 
side used to lob on alternate days stop- 
when 


ped cam ria the island in 1979, 
relations between the US and "China 
were normalised. 

Quemoy's economy could clearly 
use a shot in the arm. Per capita income 
for the island's 50,000 civilian residents 
was US$1,760 last year, according to 
Wu Kuei-lin, the military-appointed 
magistrate of Quemoy County. This 
amounts to about 60% of that enjoyed 
by people on Taiwan. Besides the ag- 
ricultural base, there are only three 
significant job-producers on the island: 
a sorghum liquor brewery, making the 











y militiawomen: well prepared. 





famous Quemoy kaoliang liquor, a pot- 
tery mill and a big fishery-research 
centre. 


ice, fruits, petroleum and other 

key supplies must be shipped to 
Quemoy from Taiwan. The local popu- 
lation is isolated by the difficulty of get- 
ting to Taiwan. While travel is permit- 
ted by military authorities, all transport 
is by military-owned 727s, with most 
flights filled with soldiers going home 
for the 10-day leaves they are granted 
for each 10 months of service on the is- 
land. 

“If the military situation remains un- 
changed, we hope to make Kinmen into 
a model for economic development," 
Wu said. Other civilian officials said 
they envisioned building several new 
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Chinese military with complex logistical 
problems. “A combined air and sea-lift 
operation is very different from what 
they learned in the civil war or the 1979 
Vietnam invasion,” a’ Taiwan naval 
strategist said. Besides the massive am- 
phibious capacity that would be called 
for, the navy would have the daunting 
task of providing sufficient sea-borne 
firepower to support a landing and com- 
plement the battle for air supremacy. 

A naval blockade is thought by some 
analysts in Taiwan and abroad to be à 
more plausible scenario. “The PRC 
could proclaim Taiwan a renegade pro- 
vince to discourage foreign govern- 
ments from intervening, and then lay 
down a crushing naval stranglehold on 
the island's supply routes," said Gregor. 

It is not likely, however, that a block- 
ade could serve as a cheap way to force 





Taipei into capitulation without heavy | 


damage to Peking's international stand- 
mo. as well as the human and material 

ses. *A surface blockade alone could 

L be effective, for we would im- 
mediately be forced to respond with 
full-scale air attacks on their fleet and 
aircraft," said a former high-ranking 
military officer in Taipei. The outcome 
of such an all-out conflict would depend 
on its duration — and the reaction of the 
US and other countries. — Carl Goldstein 





hotels to accommodate visitors who 
would be attracted by the novelty of see- 
ing what in Taiwan is called the front 
line of the war against the Chinese com- 
munists. 

Still, it is likely to be some time — 
perhaps years — before this plan is ac- 
tually implemented. Conservative party 
leaders are thought to fear that it would 
weaken Quemoy's value as a symbol of 
the KMT's unbending rejection of Pe- 
king's rule, and Taipei's claim to sover- 

' nty over the whole of China. 

The island stands as a monument to 

h the massive 1958 artillery attack on 
the island by Chinese forces and an un- 
successful Chinese invasion attempt in 
October 1949, Called the Battle of 
Kuningtou, this was one of the few vic- 
tories in the chain of defeats that drove 
the KMT government from China just 
two months later. 

In a museum built near the site 
where some 17,000 Chinese troops 
landed on Quemoy, visitors can peer 
through high-powered telescopes at 
Chinese-held islands and peruse artistic 
dramatisations of the battle. Of the in- 
vading troops, 8,000 are said to have 
been killed and 6,000 captured. 

Contacts between Quemoy and the 
mainland are considerably less bellicose 
these days. The two sides exchange bal- 
loon-borne propaganda and gift pac- 
kets. In early A pril, Taipei announced it 
was adding miniaturised video games to 
its packages to demonstrate the ad- 
vances being made in consumer elec- 
tronics. ü 
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for the competitive edge 


Goldstar has been answering a wide range of computer peripherals. 


the call for better communications In this age of global communi- 
for over 25 years, through a wide cations, how fast your business ex- 
range of office communication pands depends in large part on how 
systems and equipment offering well you can communicate. Goldstar 
reliability, state-of-the-art features, will continue to be there, with 

and cost efficiency. telecommunications for the com- 

These include electronic key petitive edge. 
telephone systems with features that Find out more about Goldstar 


provide greatly improved voice and — Telecommunication systems and 
data communications for both large equipment by contacting your local 
and small businesses; standard and agent or by mailing the coupon 
feature phones; EPABX systems; and below to our head office. 
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Telecommunication Co.. Ltd. 
CPO Box 1540, Seoul, Korea 
Phone: (02) 269-1322 Telex: K27242 TELSTAR 


Agents 
Malaysia: Emtel Sdn. Berhad. Phone 03- 7760688 
Thailand: Busicom Engineering Ca, Lid. Phone: 311-7361 








E 3 | E j &, | | B 

Vu Pe UA. BAS 4 
"7*5 x En. 722 t 

rf E wt e F Va P EO. A ^ en M S. 


, exercise at 





army base: offering training facilities. E ~ 








Security links remain 
despite lost diplomatic ties 


— aa Rehan army troops in plain 
uniforms training at army bases in 
Taiwan; generals in business suits visit- 
ing the Pentagon; military scientists 
studying nuclear physics in Israel: these 
are some of the many faces of Tai- 
wan's military diplomacy. Although 


civilian programmes, studying logistics, 
supply, communications and other key 
military subjects. 

Military sources in Taipei say the 
rapidly increasing importance of mod- 
ern technology in military strength is 


|, changing the focus of the cooperation. 


Taipei's roster of diplomatic partners | 


has dwindled steadily over the vears to 
its current 23, the government has had 
considerable success in keeping old 
friends and winning new ones by foster- 
ing security links with sympathetic 
countries through a variety of unofficial 
channels. 

These quiet relationships, which in- 
clude military training and intelligence- 
sharing agreements, serve to maintain 
links with military establishments in 
countries that no longer formally recog- 
nise Taipei. 

The all-important ties with the US 
are underlined by the frequency of con- 
tacts at the maran level. Top members 
of Taiwan's military establishment 
often visit the US — in mufti — to renew 
friendships with old classmates and 
negotiate governmental and commer- 
cial arms transfers. Gen. Hau Pei-tsun, 
chief of the general staff, who once at- 
tended the US Army Staff College, 
made an unpublicised visit in the US in 
the fall of 1985. “He saw everybody," a 
US source said, adding: “He is highly 
regarded by his military counterparts in 
puenineton, and we try to give him as 
much of what he wants as possible." 

Although most of the higher eche- 
lons of Taiwan's military trained in the 
US, Britain or Germany during the 
1940s and 1950s, the rupture in official 
relations has largely closed off access to 
European military academies. How- 
ever, officers up to the rank of colonel 
still attend US military academies and 


"To learn how to use the new technol- 
ogy like lasers, advanced electronics or 
particle beams you don't go to West 
Point, but rather to the Massachusetts 
Institute of Technology; to learn how to 
navigate a modern ship, it's better to go 
to Sperry than to Annapolis [home of 
the US Naval Academy],” a former 
high-ranking military official said. 

The flow is not entirely one-sided. 
The US maintains a major electronic- 
listening post near Linkou, a town in 
northern Taiwan. The installation is 
staffed primarily by civilian defence 
contractors and retired military or intel- 


dienor personnel. Despite the warming | 
o 


relations between Washington and 
Peking, the post reportedly is consi- 
dered a valuable source of intelligence 
on developments on the mainland. 


AU" governments pragmatically re- 
cognise Peking to be a more impor- 
tant player in the region than Taipei. Yet 
on an ideological level, most have more 
in common with the KMT. One area in 
which this is reflected is in quiet, yet ex- 
tensive, security links. Singapore Prime 
Minister Lee Kuan Yew is a frequent — 
though seldom publicised — visitor. 
Lacking its own hinterland, Singapore's 
army has enjoyed the use of military- 
training facilities in Taiwan since inde- 
pendence, Asean sources say. About 800 
soldiers at a time come for three-to-six- 
month stints, travelling on Singapore Air- 
lines rather than on military transport, to 
train at Hukou army base in central 


Taiwan and another base near Kao- 
hsiung. 

Taipei sends instructors to Indonesia 
to help train forces there in crowd con- 
trol and other police techniques. Until 
recently, elements from former Philip- 

ine president Ferdinand Marcos' Pres- 
idential Security Command trained at 
Hukou. It could not be established whe- 
ther the change of government in Man- 
ila had ended the programme, but earl 
signs were that the warm, though unof- 
ficial, relationship between the two 
countries was not affected. Military en- 
voys from Taiwan travelled to Manila in 
mid-March, less than three weeks after 
President Corazon Aquino took office, 
to meet her, Defence Minister Juan 
Ponce Enrile and armed forces chief of 
staff Gen. Fidel Ramos. 

Arms sales are another facet of 
Taipei's military diplomacy. Indonesia, 
the Philippines and some Middle East 
and Central American countries ^*» 
among the known customers 
Taiwan's low-end military equipmene 
such as artillery shells, casings and vari- 
ous types of ammunition. “They have a 
lot of low-cost, high quality stuff to 
offer," a source said. 

In at least one case, however, 
Taipei's arms diplomacy may have 
backfired. Taiwan was reported in the 
American press to have helped the US 
Government by providing arms and 
money to the Contras — the armed 
group seeking to overthrow the San- 
dinist government in Nicaragua — dur- 
ing a period in 1983 and 1984 when the 
US Congress had cut off aid to the 
group, despite the fact that Taipei and 

anagua had diplomatic relations. 

Although the reports were officially 
denied by all concerned, sources here 
said the aid was funnelled through the 
World Anti-Communist League, a 
quasi-governmental organisation which 
seeks to rally anticommunist for^^« 
around the world. Last year, Mana 
shifted its recognition to Peking, crv... 
ing the first gap in the hitherto diploma- 
tic full-house Taipei had enjoyed in 
Central America, Mexico excepted. 

Taiwan's warm, diplomatic relation- 
ship with Saudi Arabia has had a 
number of benefits for Taipei in the 
military sphere. One of these is access to 
some of the most modern US-provided 
hardware in the Saudi inventory, which 
the US is precluded from offering di- 
rectly. Air force pilots from Taiwan 
have been trained there to fly AWACSs, 
the electronic command-post aircraft. 

At the Fuhsingkang Political War- 
fare College in suburban Taipei, a spe- 
cial Foreign Officers Course — in 
Chinese called “the friends from afar" 
course provides what one military 
source called "leadership training" to 
officers from a number of countries, in- 
cluding Asean nations, Saudi Arabia, 
North Yemen and some of Taiwan's 
Central and South American allies. 

— Carl Goldstein 
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HEN you first handle a Patek Philippe, you 
become aware that this watch has the presence 
of an object of rare perfection. 

We know the feeling well. We experience it every time 
a Patek Philippe leaves the hands of our craftsmen. 
You can call it pride. For us it lasts a moment; for you, 
a lifetime. 

We made this watch for 
"ou ~to be part of your 
life — simply because this 
is the way weve always 
made watches. 

And if we may draw a con- 
clusion from five genera- 
tions of experience, it will 
be this: choose once but 
choose well. 

A Patek Philippe — 
because it's for a lifetime. 








PATEK PHILIPPE 
GENEVE 


Patek Philippe S.A. 
4l, rue du Rhône - 1211 Geneva 3 - Switzerland 


Singapore Airlines 
And totall 


The average age of Singapore Airlines’ aircraft is less 
than three years. The airline chose Pratt & Whitney 
engines to power its entire fleet. Pratt engines ensure 





cet is totally modern. 
tlle e visti 


superior fuel efficiency, low maintenance cost, M UNITED 
high reliability and dependable support that keep 3* TECHNOLOGIES 
Singapore Airlines modern— and moving. PRATT&WHITNEY 





Some 550 million football fans will be watching the 
World Cup in Mexico this year. That’s the global television 
audience for most of the 52 matches being televised by Tele- 
mexico, a combination of the Instituto Mexicano de la Televisión 
and the largest TV network in Latin America: Televisa. 

loensure highest quality and reliability, they chose Philips as 

supplier of TV broadcasting equipment for the 1986 World Cup. 
Over 200 of our computer-controlled cameras will capture 
the thrills and excitementofevery game, whileouroutside broad- 
cast vehicles will provide complete TV coverage at each of the 
12 World Cup stadiums. 

So that you and millions of viewers the world over can 
enjoy the greatest sports event of the year. 
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arldwide by Philips. 


Philips video technology is equally athome in the home. 
We are the world’s leading manufacturer of TV equipment. 

All with true-to-life picture quality and superb sound. 

Andour video recorders, cameras and cassettes have 
set high standards in home video entertainment. Perfect broad- 
casting, brilliant reception. From kick-off to final whistle. Live 
transmission or video replay. 

You'll be seeing Philips again at major sports events the 
world over, including the 1988 Winter Olympics in Calgary, 
Canada, for which we have supplied the lighting, and the 
Summer Olympics in Korea, where our TV transmission systems 
are already in service. 

Philips. The sure sign of expertise worldwide. 


PHILIPS 








Now WE FLY THERE 35 TIMES A WEEK. 
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Korean Air now flies to the U.S.A. 
35 times a week from Seoul. And, of 
course, there are convenient connecting 
flights from all major Asian cities. 

Now there are ten non-stop flights a 
week to Los Angeles, and four direct 
flights. Seven non-stops to New York, 
and three direct flights. No other Asian 
airline flies there more often. And a total 
of eleven flights a week to Honolulu. 


There’s a non-stop flight there everyday. 


Plus, every flight to Los Angeles and 
New York otters the comforts ot Prestige 
Class — extra-wide seats, priority check-in, 


————MÀ 






You can get convenient connections 
tothe U.S.A. on Korcan Air from all these 
Asian cities 





fine wines, and more. It’s the business class 
that gives the travelling businessman the 
prestige he deserves. 

Next time you're flying over to the 
United States, look into Korean Air. 
We've got the service, and the schedule, 
you've been looking for. 


Kf REAN "I . 


WE'RE HONORED TO SERVE YOU AROUND THE WORLD. 
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€ IT was like a voyage backward in 
time. There on the platform, the guest 
of honour, against a background of 
dozen of Stars and Stripes, his chin re- 
solute and looking many years younger 
than the present president of the US, sat 
Richard Milhous Nixon. He was in San 
Francisco to give a major address on 
foreign policy. And his audience? The 
American Newspaper Publishers Asso- 


ciation, plus their consorts and assorted | 


journalists — the very men and women 
who had once driven him from office 
into what promised to be humiliated 
obscurity. The Tricky Dicky who had 
once snarled at the press that they 
wouldn’t have Nixon to kick around 
any more looked perfectly at — 
ease and exchanged smiling ls 
pleasantries with some of his IM 
old enemies, such as The 
Washington Post's Katherine 

‘aham. He did not flinch as 
‘a man of the cloth intoned the 
grace, thanking God for all 
the blessings of a free press 
and calling down His 
on those who twisted th 
truth. " | 
Nixon cleverly defused 
the potentially embarrassing | 
issue of foreign-policy moral- 
ity by quoting a British histo- 
rian to the effect that “the es- 
sence of geopolitics is to be 
able to distinguish between different de- 
grees of evil,” adding that such a con- 
cept could be uncomfortable for idealis- 
tic Americans, “but it is the way things 
work in the real world.” He could have 
echoed a British statesman who said 
that his government had no permanent 
friends or enemies, “only permanent 
interests.” But as one of Nixon’s themes 
was to be the value of American friend- 
“hy, it was probably just as well he did 

. Better to play the role of the realist 
....0 had known the harshness of deci- 
sion-making in the White House and 
who had never confused real life with 
flabby ideals, even if he sounded as if all 
the nations with which the US had deal- 
ings only differed in the degree of their 
wickedness. 
€ NIXON then embarked on a mas- 
terly analysis of the major foreign-po- 
licy issues facing the US, from ter- 
rorism, the Philippines and Libya and 
thus on to Nicaragua. He spoke clearly, 
with scarely a pause or a fluff, his para- 
graphs structured, listing options or 
"caveats" lawyer-style in numbered se- 
quence, proceeding to his flattering per- 
oration (*You publishers have the op- 
portunity to help the people develop the 
understanding, the wisdom, the matur- 
ity and the will to play that great role 
which history has bestowed upon us") 
— all without a single note. It was a 
bravura performance which well de- 
served the ovation it drew. 

I wondered why he was doing it? 
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Why was he submitting himself to the 
critical attention of those he had once so 
resented? As Reagan’s presidency was 
into its second term without a senior ap- 
pointment for Nixon, he could not be 
after a job. My only conclusion was that 


| he was not only playing the role of elder 


statesman, he was reminding those who 
had brought him down of what they 
were missing. 

The contrast with the bumbledom of 
the present White House, where 
Reagan was preparing for the visit to 
Bali and the Tokyo summit, was indeed 
most painful to contemplate. And on is- 
sues such as arms control, Nixon clev- 
erly underlined his longer perspectives: 
“It has been my experience 
that the Russians never make 
their serious proposals pub- 
licly. And so they don’t take 
our public proposals seri- 
ously. You need a private 
channel . . ." This mastery 
of foreign policy, he seemed 
to be saying, could still 
have been available had vou 
not unleashed vour news 
hounds... 
€ AND not only of foreign 
poser During question time 

e gave an equally acute 
analysis of the forthcoming 
series of US elections: as 

Democratic candidate for the 
presidency, Gary Hart is too cerebral; 
he is prose; Mario Cuomo is poetry . . . 
He can speak to the people from his 
heart. His weakness is foreign policy. 
As for Lee lacocca, he cannot tolerate 
fools. “And that is very dangerous for 
politicians." Pausing for the laughter he 
added: “First, because there are so 
many fools. Second, because some you 
think are fools may not be." There was 
bitterness behind that humour, as there 
was when he was asked what lessons he 
had learned from Watergate: “Just des- 
troy all the tapes." 
€ BASICALLY, Nixon supported 
Reagan for raiding Libya, though he 
admitted it had not achieved its short- 
term aims: Gaddafi was still alive, with 
increased fanatical support in his own 
country, with the prospect of even more 
international terrorism (he did not men- 
tion Gaddafi's propaganda victory, or 
the damage done to the European al- 
liance or the option allegedly preferred 
by the French: an all-out assault). Next 
time, he suggested, if the allies could 
not agree on economic sanctions, then 
the US should mount a blockade across 
the Gulf of Sidra and cut off Gaddafi's 
oil. 

I would have liked the chance to take 
issue with him on the Philippines, and 
his patronising assumption that the 
Aquino revolution had only been ac- 
complished with American backing and 
sponsorship. Granted that for some 
time Washington had been carefully dis- 


tancing itself from Marcos and granted 
when the crunch came, Marcos went by 
US helicopter, but it was the Philippine 
people who stood between the 
Malacanang Palace and the army's (US- 
supplied) tanks. To imply otherwise 
does their courage less than credit and 
enables Cory Aquino's political enemies 
to label her government a client regime 
— thus lessening her credibility and any 
chance of persuading, Thai-style, the 
communists to lay down their arms. 
€ BUT, despite the US bases there and 
the Soviet base facilities in Vietnam, 
Nixon argued that the Philippines was 
much less important to the US than 
Nicaragua. Without the Contras to tie 
the Marxist regime down, Nicaragua 
would send shockwaves through 
Panama and put neighbouring countries 
in jeopardy — and Central America 
was, as President de Gaulle had once 
delphically said, “an incident on the 
road to Mexico." Mexico, wracked by 
earthquakes, debt, one-party rule, cor- 
ruption and unemployment was “a coun- 
try waiting for a revolution," Nixon 
said, obviously better informed than 
Reagan on neighbouring geophysics. It 
was the old domino theory in a new set- 
ting: "The best way to keep the US from 
getting involved in another so-called 
Vietnam is to provide aid to the Contras 
now." 
€ NIXON put his case well, and his ar- 
guments all hung together as long as one 
accepted his basic, somewhat disturbing 
remise: that, in addition to supporting 
riendly, non-communist governments, 
the US had a right — even a duty — to 
depose governments which do not meet 
its approval. There were caveats: such 
action makes other friendly govern- 
ments lose confidence (“They may con- 
clude that being a friend of the US — far 
from being beneficial — is dangerous"); 
such action may result in a worse re- 
gime, and when the US “helps to depose 
a friendly, non-communist leader, we 
take responsibility for what happens 
under the new leadership." 
€ ALL of which begs many questions, 
apart of course from the moral ones. 

e US was largely responsible for what 
happened after the overthrow of 
Nguyen Van Thieu in Vietnam; but 
does Nixon feel that, because the Carter 
administration dumped the Shah, that 
the US is responsible for what is hap- 
pening in Iran today? And what of the 
quality of judgment that goes into such 
decisions? It was not so long ago that 
Vice-President Bush (a shoo-in to fol- 
low Reagan, according to Nixon, as 
long as the US economy holds up) was 
congratulating Marcos on his deep com- 
mitment to democracy . . . 

But the unanswerable question re- 
mains: One can accept that such a self- 
styled politician could have been so 
amoral; but how could such an intelli- 
gent man have been so stupid? 
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PAKISTAN 


Watching and waiting 


The government lets mass support for Bhutto run its course 


By Husain Haqqani in Islamabad 


akistan's opposition leader Benazir 

Bhutto is expecting the government 
to clamp down on her Pakistan People's 
Party (PPP) following large rallies and 
processions, demanding fresh general 
elections in the country. Bhutto be- 
lieves that the government cannot sit by 
and watch what she calls a “massive ex- 
pression of support for the PPP” with- 
out either accepting opposition de- 
mands or resorting to repression. 

“My sources [inside the government] 
inform me that the regime has 
_ panicked,” she said at a press confer- 

ence the day following a large meeting 
near the residence of President Zia-ul 
Haq in Rawalpindi. “It is now a matter 
of timing. We can’t wait beyond 1986, 
and I know Zia will go before then,” she 
said, 

Bhutto rejected suggestions that her 
campaign of peaceful mass rallies to 
force new elections would either loose 
momentum or turn violent. But while 
her meetings continued to attract large 
audiences for the second week since her 
return from exile abroad, PPP sources 
conceded a waning of enthusiasm 
among party supporters. The govern- 
ment showed no sign of panic, and offi- 
cials seemed confident that the pressure 
would ease once Bhutto had completed 
her nationwide tour. 

After a massive demonstration of 
oue support in Lahore on her arrival, 

hutto's early swing through central 
Punjab seriously disturbed leaders of 
. the ruling Pakistan Muslim League 
(PML). Opposition processions 
blocked traffic for hours as hundreds of 
thousands flocked to see the returning 
daughter of former prime minister Zul- 
fikar Ali Bhutto, who was executed in 
1979 under Zia’s martial-law regime. 
Emotions seemed to run high in Pun- 
jab’s industrial towns and villages along 
the main highways where the PPP has 
traditionally enjoyed support. 

But Bhutto’s failure to announce a 
definite strategy to bring down the gov- 
ernment and contradictions in her stand 
on several key issues, including foreign 
e disappointed the PPP faithful. 

arty members and workers, travelling 
from city to city with her, found her re- 
petitive and lacking in new slogans or 
ideas. The absence of any hints of con- 
frontation from the government contri- 
buted to making the rallies a party carni- 
val, instead of angry anti-government 
demonstrations. ; 

When Benazir arrived in Rawal- 
indi, headquarters of Pakistan's armed 
orces, her procession arrived earlier 
than scheduled instead of being held up 


by crowds along the route for hours, as 
had happened during the first few days. 
Local PPP leaders accepted govern- 
ment instructions to reroute the proces- 
sion So as to avoid passing Zia's army res- 
idence and also the president's official 
residence, which is currently used only 
on ceremonial occasions. 

The large Rawalpindi meeting, 
though well organised, was less vocifer- 
ous than previous ones. But Bhutto 


~ ! — 


4 fa 4 id — 
Bhutto: signs of waning enthusiasm. 





stepped up her attacks on Zia and Prime 
Minister Muhammad Khan Junejo in 
Rawalpindi, confirming the view that 
she was under pressure from party radi- 
cals to adopt a tougher line. 


hutto did, however, attract an un- 

expectedly large crowd in the North- 
West Frontier Province (NWFP) when 
She arrived there to address a public 
meeting at Peshawar. Unlike Punjab, 
the province was never a bastion of PPP 
support and observers attribute the 
party's new found strength there to local 
reaction against the presence of large 
numbers of Afghan refugees. 

The PPP is the only secular party 
with a national following that is active in 
the province and it has apparently at- 
tracted support there from opponents of 
Islamic fundamentalism. Two Islamic 

arties, the Jamaat-e-Islami and the 
amiat Ulema Islam, have close ties 
with Peshawar-based Afghan resistance 
groupe whose presence irks liberal 
athans, besides annoving sections of 
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the conservative community who see ref- 
ugees as an economic burden. 

The next phase of the tour takes her 
to Sindh — home province of both 
Bhutto and Junejo — where opposition 
to Zia has been strongest, leading to 
violent protests in 1983. PPP leaders ex- 
pect an impressive turnout of party sup- 
porters in Sindh and believe this would 
provoke the government into taking 
repressive action against Bhutto and the 
party unless Junejo decides to negotiate 
a date for elections. But the government 
appears ready to calmly sit out Bhutto's 
rallies in Sindh as it has done in Punjab 
and NWFP. 

The official line is that crowds do not 
mean anything by themselves and there 
is no justification for new elections 
within a year of the last polls. “It is true 
that parties could not run as parties in 
the elections [of February 1985] but any 
individual could have participated, in- 
cluding Bhutto,” argued Minister of 
State for Foreign Affairs Zain Noorani 
in an interview. “If we hold new elec- 
tions just because somebody who is at- 
tracting crowds failed to participate in 
the last polls, we will start a vicious cir- 
cle. Tomorrow somebody else will de- 
mand new elections and there will be no 
sanctity of an elected government's 
term of office,” he said. 

Although government leaders re- 
jected Bhutto's demands for new elec- 
tions and term her call for Zia's resigna- 
tion as “inconceivable,” they have not 
questioned her right to continue peace- 
ful rallies and processions. Junejo has 
turned down appeals from some cham- 
bers of commerce to ban processions on 
grounds that they would disrupt traffic 
and disturb business, insisting he would 
not interfere with the restoration of the 
democratic process. 

The government's refusal so far to be 
provoked into arresting Bhutto or re- 
stricting her meetings has left the PPP~. 
without an effective plan to secure th 
acceptance of its demands. PPP leader, 
recognise the dangers of resorting to 
violence and some even question the 
party's capability of launching a civil- 
disobedience campaign. A member of 
the party's central executive told the 
REVIEW: "Our supporters turn out for 
meetings and they will also vote for the 
party at a general election, but it is un- 
likely that many will stand by us when 
the time for sacrifice comes." 

Had the government initiated vio- 
lence or repression, Bhutto would have 
received international support, which 
could then have contributed towards 
— Zia and Junejo for fresh 
elections. Such support would not be 
forthcoming if the PPP adopts violent 
tactics first. 

Instead of interrupting Bhutto’s 
tour, the government and the PML are 
apparently preparing their own cam- 
paign, highlighting the negative aspects 
of the PPP’s five years in power under 
Bhutto's father. o 
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100% foreign ownership. 
Unlimited transfer of profit and capital. 
No corporate taxes 
for a minimum of 15 years. 
No personal income taxes. “Where on earth is this place?” 
No import/export taxes. 
No sponsorship restrictions. 
Its just the base were looking for 
fo set up our new business!” 


YOUR NEW BASE FOR MIDDLE EAST MARKETS 


ls a trading/industrial base with direct access to of benefits including new trading freedoms, cheap 
Middle East markets a futuristic dream? energy sources, international telecommunications 
Not any more. systems, a modern infrastructure and the largest man- 
Dubai's Jebel Ali Free Zone has made it easy for your made port in the world right on our doorstep. 
company to set up operations in the region. And only Jebel Ali Free Zone --- there's no place on earth that 
at Jebel Ali Free Zone will you have the benefit of offers you more. Send for our informative brochure 
retaining 100% ownership. Many international today. 

corporations have already taken advantage of a galaxy 


No space problema. 
$o shuttle over fart! 
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For turther info f 

Mr. Charles S. Heat 

Jebel Ali Free Zone appead 
P.O. Bo» 398, Dubai, Unite LW dng 
Tel: Jebel Alı 56578 Telex: 47 UH p 
Cable PAJADUB-UAT 


FAR EASTERN ECONOMIC REVIEW e B MAY 1986 











Lisbon’s obligation 
to Macau’s future 


Wie Sino-Portuguese negotiations 
over Macau’s future due to start 
any time now, Portugal appears ill-pre- 
pared in sorting out what its priorities 
and strategy are. 

This is due as much to Portugal's 
traditional lack of interest in its last col- 
ony — normally referred to as Chinese 
territory under Portuguese administra- 
tion — as to its lack of knowledge about 
Asian affairs in general. Although it was 
once a powerful foreign force in the Far 
East, Portugal today has few experts 
who know Asia well, not to mention dis- 
tinguished China hands. In Portuguese 
diplomacy, Asia is far away and forgot- 
ten. 

But unless Lisbon starts to put its act 
together quickly, it will find itself com- 
pletely helpless in the face of a forceful 
negotiating counterpart at the opposite 
side of the table, holding most of the 
cards and imposing all of China's 
wishes, including unreasonable ones. 

It will not be in the interest of any 
party concerned if Portugal, which has 
more than 400 years of experience in 
oyoting Macau, merely acts as a rub- 

er stamp to all that China proposes. At 
stake are the interests of the 500,000 
Macau residents, the successful im- 
plementation of Peking’s “one country, 
two systems" concept, and Portugal's 
international prestige. 

If Portu als past decolonisation re- 
cord is anything to go by, there is good 
cause for concern. Its traditional style of 
rushing into a solution at the last minute 
has every chance of being repeated in 
the case of Macau, unless some careful 
planning is done quickly. Decolonisa- 
tion in Africa 12 years ago was marked 
by bloodshed and humiliation, bringing 
a million Portuguese back home. 
Today, against the background of cor- 
dial Sino-Portuguese relations, there is 
no excuse for not planning a smooth 
transition that will bó beneficial to all 
those involved. 

In stark contrast to Portugal's re- 
laxed attitude, China has been slowly 
but firmly preparing for the eventual as- 
similation of Macau. In the economic 
sector, China has systematically step- 
ped up its presence through dozens of 
agents, with Nam Kwong (Group) Co. 
as the principal representative. No 
major project in Macau today can pro- 
ceed without the participation of at least 
one China-related company. 

Peking has also sent more Por- 
tuguese-speaking cadres to Macau to 
learn at first hand how the place is run. 
Some question if all these activities are 
in keeping with the spirit of the oft-re- 
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peated concept of Aoren Zhi Ao 
(Macau residents administering Ma- 
cau). Like their counterparts in Hong- 
kong, many Macau belongers have an 
uneasy feeling as they watch an in- 
creasing number of Chinese cadres ar- 
riving from Peking and occupying im- 
portant positions in various organisa- 
tons. 

Cynics suggest that if this trend con- 
tinues, it will not be long before there 
are too many Peking officials to fill any 
vacuum created by the eventual depar- 
ture of the Portuguese. After all, the 
5,000-strong government in Macau is 
much smaller than that of Hongkong 
and is run by a mere handful of senior 
officials from Lisbon. Most civil ser- 
vants are Portuguese whose families 
have been in Macau for generations; 
few are Chinese, though they make up 
95% of the population. 

In localisation as well as other mat- 
ters in Macau, Portugal has never had a 





Goncalo Cesar de Sa is a Por- 
tuguese journalist who has worked 
in Macau for 10 years. He is a direc- 
tor of Macau Radio/TV. 






great sense of urgency. Until the fall of 
the dictatorship of President Antonio 
Salazar in 1974 the priority of Portugal’s 
foreign policy lay with Angola, Mozam- 
bique, Guinea, Cape Verde and Sao 
Tome — African colonies 
which provided the main 
source of income for the 
country. After 1974, the 
priorities were to gain EEC 
membership and to cultivate 
some kind of special relation- 
ship with the ome African 
colonies. 

Portugal had a particu- 
larly busy year in 1985, being 

reoccupied with its par- 
iamentary elections, its entry 
into the ÉEC and the presi- 
dential campaign. It was not 
surprising, therefore. that the 
Portuguese delegation to P — 
king last year was only able 
ive a haphazard reaction to 

hinese officials over the 
Macau issue. 

On the eve of his depar- 
ture to Peking in May 1985, 
the then Portuguese presi- 
dent Ramalho Eanes repeat- 
edly said that the Macau issue 
was not on the agenda of his 
trip. Reliable sources said the 
dele ation was therefore 
caught off-guard because 
even before they were seated 


nei wer, their meet- 
ing with the Chinese, their 
hosts raised the *unschedul- 
ed" question. The same topic 
was thereafter raised throughout Eanes' 
visit and resulted in a joint communique 
which stated that the two countries 
would hold formal negotiations "in the 
near future on resolving the question of 
Macau through diplomatic channels.” 


T FR LANSNER 


here are two opposite interpreta- 

tions to this clumsy reaction of the 
Portuguese. Some see it as a reflection of 
their lack of understanding of Chinese 
diplomacy. The other view suggests that 
it was a deliberate tactic of Eanes, pre- 
tending to be ignorant of the situation. 

Whatever is the case, it appears that 
one year after Eanes' visit, Lisbon still 
has not come up with a Macau strategy. 
No special task force has been set up — 
at least not officially — to study the 
issue, and no fact-finding missions have 
been sent to Macau to canvass public 
opinion on this vital issue. 

Although Portugal does not know 
clearly what it wants out of the upcom- 
ing talks with-the Chinese, it knows 
what it does not want. It does not like 
the idea of being completely dictated to 
by the Chinese. pe wants to be 
cooperative but not to be a “yes” party 
in the talks. Nor is it convinced that the 
solution to Macau's future should be 
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ly by Jose Gomes Mota, ‘the state c coun- 
cillor and presidential envoy to Macau, 
when he led a small team to the territory 
to pave the way for the appointment of a 
new Macau governor. He stressed that 
the situation in Macau is very different 
from that of Hongkong and therefore 
calls for a different so E 
This is in direct con 

Chinese have said: 
issue of Macau' 'sfu 
the same manner 
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to what the 


one is 
re pressing. 


| tuguese officials will readily admit that 


interest in Macau, The territory's sover- 
eignty was returned to China a decade. 


ti iportandy, Portugal s ‘should 

make full use of the advice of the many 
long-time residents of Macau, both 
Chinese and Portuguese. 
belongers, of course, cannot participate 
directly in the negotiations with China, 
which fiercely rejected the so- called 
three-legged stool theory (in which the 
legs are China, Britain and Hongkong) 
during the Sino-British talks, thus 
excluding Hongkong people. |. 
However weak — peau 


| € A surprise Portuguese | 

M departure from Macau will be 
. à blow to China, which is 
trying its best to bring about a 


smooth transition in 
H Hongkong as well as Macau. ? | 


appears in this situation, it is obvious - 
that it still holds the powerful card of a 


sudden retreat from Macau. Senior Por- 


Portugal has little economic or political 


ago. Acting.as a mere caretaker, who 
had asked for China's approval to leave 
| the territory for good at one stage in the 
eee 1970s, Portugal theoretically can 
| leave any time without great losses.” 

Former governor Rear-Adm. Vasco. 
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- By John McBeth in Bangkok 


AS putting an end to the contro- 
PA versy over the extension of su- 
. preme commander and army commander 
- Gen. Arthit Kamlang-ek, Prime Minis- 
ter Prem Tinsulanond has predictably 
| found that problems never come singly. 
| Following a mid-city explosion that ap- 
peared to be designed to embarrass him 
in front of US Defence Secretary Cas- 
par Weinberger and a spate of sub- 
sequent bomb threats across Bangkok, 
- Prem faces a new political challenge 
. with the opening of the new 90-day par- 
— liamentary session on 1 May. 
— Most concern centres on three con- 
. troversial royal decrees fashioned by Fi- 
| nance Minister Sommai Hoontrakul, 
| which pose the threat of serious defec- 
| tions within Prem's ruling four-party co- 
| . alition. Although the decrees were ap- 
proved by cabinet and have since be- 
| come law, they will be automatically 
scrapped if members of the elected 
House of Representatives reflect the re- 
-sentment shown in Thai banking circles 
and vote against them. 
.. Two of the decrees arm the Bank of 
Thailand (the central bank) and the Fi- 
‘nance Ministry with more regulatory 
| powers over commercial banks and fi- 
mance companies. The third decree, 
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| 
| By Hamish McDonald in Sydney 


| "Fhe Australian Government of Prime 
| E Minister Bob Hawke has swung to 
| the view that immigration brings both 
| short and long-term economic gains, 
| and with an immediate lift to its annual 
| intake of migrants could be returning to 
| the large-scale immigration program- 
| mes that sharply boosted Australia's 
. population in the early post-World War 
| H years. 

= A cabinet meeting on 10 April 
| adopted recommendations by Immigra- 


M 


| tion Minister Chris Hurford, lifting the 


hi 


| migrant intake to 95,000 in the 1986-87 
| fiscal year starting July, from the cur- 
| rent year’s quota of 84,000 (which ac- 
| tually looks like being exceeded by 
| about 5,000 extra newcomers). 

» More significant than the immediate 
numbers, however, was the willingness 
of Hurford's Australian Labor Party 
(ALP) colleagues to accept the notion 
that immigration could play an impor- 


Of banks and bombs 


1 jus 
Unease settles over political scene as MPs reassemble 


which amends the Bank of Thailand 
Act, allows the government to collect 
up to 0.5% of deposits from commercial 
banks to use as a rescue fund for ailing 
financial institutions. The decrees are 
being used as a convenient issue to rally 
disgruntled government critics among 
elected members against what is seen as 
high-handedness by appointed minister 
Sommai. 

Also high on the parliamentary 
agenda is a no-confidence motion 
against the ruling coalition brought by 
the opposition Chart Thai Party — à 
now-customary opening gambit that the 
prime minister and his supporters have 
never really been comfortable with — 
and a proposed amendment to the con- 
stitution seeking to make the speaker of 
the House of Representatives the con- 
current president of parliament, rather 
than the president of the appointed sen- 
ate as is the case now. 

Kukrit Pramoj, the founder and 
former leader of the Social Action Party 
(SAP), the 101 seats of which represent 
the biggest bloc in the coalition, has said 
he is opposed to the banking decrees but 
will vote for them to preserve govern- 
ment stability. Currently the chairman 
of the Bangkok Bank of Commerce, 


| Opening the door 


| Australia boosts annual intake of migrants 


tant role in the country's economic ex- 
pansion. Indeed, some ministers, such 
as Foreign Minister Bill Hayden, are be- 
lieved to have argued for acting more 
boldly on this supposition. 

For the ALP, with its strong trade- 
union links, immigration policy has 
been a difficult area. Although it was an 
ALP immigration minister, Arthur Cal- 
well, who launched the post-war mig- 
rant recruitment drive in southern 
Europe, the labour movement has long 
been subject to the view that "immi- 
grants take jobs from Australians" and 
was the chief backer of the White Aus- 
tralia policy abandoned in the late 
1960s. 

The convincing factor has been a 
wide-ranging study conducted in co- 
operation with Hurford’s department 
by economists Neville Norman and 
Kathryn Meikle of the Committee for 
Economic Development of Australia 
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Kukrit has demonstrated that even as an 


ordinary MP his influence is still perva- 
sive, but he has also thrown out a broad 
hint that he will make no effort to use 
that influence with SAP dissidents who 
are strongly opposed to Sommai's fiscal 
policies. 

Toting up the arithmetic, opposition 
MPs say it would probably take 40 re- 
bels from SAP and two of the other co- 
alition partners, the Democrats and 
Prachakorn Thai, to cross the floor for 
the decrees to be defeated, which is un- 
likely. 


ut what makes voting uncertain is 
that this is the last full session be- 
fore a scheduled general election no 
later than next April — a factor which 
may cause an erosion of loyalty among an 





(CEDA), a widely respected private 
“ginger group.” Their findings 
punctured some widely held criticisms. 

In the short term, the CEDA study 
found that migrants tended to be con- 
centrated in work-age groups and so in- 
creased the workforce proportionate] 
more than the population — contradice- 
ing the belief that migrants burdened 
the economy with high numbers of de- 
pendants. Employers surveyed found 
migrants worked harder and for longer 
hours than native Australians, were less 
interested in union activities and 
created no extra costs nor any particular 
management problems apart from lan- 
guage difficulties. 


he CEDA team found that newly ar- 

rived immigrants, who have recently 
brought in an average A$32,000 
(US$23,000) per family as capital, sub- 
stantially boosted demand for consumer 
items as they set up new homes. This in 
turn lifted overall employment levels. 
However, Australian-born workers 
competing directly with new arrivals in 
specific sectors, such as unskilled work 
in manufacturing, could be disadvan- 
taged. Even so, new arrivals had an un- 
employment rate well above the current 
8% average. 
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undetermined number of MPs who have 
already declared their intention to join 
other parties and may feel they have no- 
thing to lose in voting against the gov- 
ernment. If elections are held quickly, 
the SAP and Prachakorn Thai would be 
the two parties which stand to lose the 
most, according to political observers. 
The government is not bound to re- 
sign unless it loses the vote of confi- 
dence, but if in the now-unlikely event 
there is a setback over the decrees and 
the prime minister does decide on early 
elections, most observers feel it will not 
be until after parliament is recalled into 
brief session in September to consider 
the 1986-87 budget. Although many of 
the parties say they are ready to go to 
the polls, it is clear that a good number 
of them would prefer to have more time 


to prepare. It is also well known that 
politicians are generally adverse to cam- 
paigning during the monsoon season 
which is about to start. 

Outside parliament, the hangover 
from last year's abortive 9 September 
coup still lingers and, coupled with the 
controversy over Prem's decision not to 
extend Arthit's service, is seen to be di- 
rectly connected to a string of incidents 
in the past few weeks. Considerable pri- 
vate concern has been expressed by 
security officials at possible attempts to 
harm Prem and also other key figures 
around him and there has been a notice- 
able strengthening of security wherever 
he travels. 

Weinberger's visit, bitter reaction 
against the US Farm Act and its effect 
on Thai rice sales, the US strike into 
Libya, an ineffective bomb attack on 
the US Consulate in the Muslim-popu- 
lated southern province of Songkhla, 
and the 3 May visit of President 
Reagan's wife Nancy have all contri- 
buted to the generally uneasy situation. 

A series of bomb threats since then, 
most of them clearly unrelated to events 


| in the Middle East, have kept police on 
| the alert. “Their aim is to maintain and 


increase the atmosphere of uncertainty 
in order to seize any opportunity to put 
pressure on the government," a senior 
security source told the REVIEW. On 18 
April threats were made by telephone 
calls — in a mixture of Thai and ac- 
cented English — to the embassies of 
India (six times), Spain, France, Italy, 
Argentina and China. None was carried 
out. Oo 











The balance-of-payments effects 
were made less worrisome because of 
the corrective mechanisms of the float- 
ing Australian dollar. While migrants 
could raise import levels and remit 
funds to countries of origin, they also 
contributed an immediate capital inflow 
A$777 million in 1983-84) and drew in 
inore capital over the longer term by in- 
creasing business confidence. 

Although immigration was unlikely 
to add more than 1% or 2% a year to 
Australia’s population (now 16 mil- 
lion), it would effect population growth 
substantially over the longer term. A 
net immigration gain of 200,000 a year 
would produce a population of about 
21.8 million by the year 2000, while a 
50,000 a year rate would result in 18.3 
million. Australians. 

With Australia's natural fertility rate 
well below net replacement levels, im- 
migration appeared essential to avoid a 
static, or even declining, population by 
the middle of the next century. It would 
also slow the ageing population struc- 
ture, assuming the right age balance in 
immigration recruits, and thereby re- 
duce the social-welfare burden in future. 

Hurford has structured next year's 
intake to aim for the most immediately 
productive migrants. The refugee quota 
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remains at 12,000, with the majority 
continuing to come from Indochina, 
and reunions of immediate family 
(children, spouses or aged parents) 
stays at 26,000. The target for business 
migration is 2,500 — but essentially 
there is no ceiling as Australia has to 
compete hard with Canada for 
entrepreneurs with capital. 

Apart from a 2,000 lift to 16,000 in 
the skilled-migrant category to meet 
particular shortages in the workforce, 
the increase in the quota comes chiefly 
from an expansion of “self-starter” types 
from 16,000 to 25,000. 

This category looks for younger, 
more educated people likely to get on 
their feet quickly. Officials said lack of 
English was a factor only if it blocked 
employment, and added that this cate- 
gory Of immigrant could be expected to 
come from diverse sources, with Bri- 
tain, Europe, Malaysia and Hongkong 
likely to predominate. 

Hurford has set “indicative” plan- 
ning levels of 110,000 migrants in 1987- 
88, and 125,000 in 1988-89. As long as 
there is acceptance by the community, 
Australia could return to its former im- 
migration rate of about 1% of popula- 
tion — the equivalent of about 160,000 a 
year at present. o 


NEPAL 


The partyless 
parties 


The general election could 
threaten establishment 


By Kedar Man Singh in Kathmandu 


N epal’s second general election cam- 
paign under the non-party pan- 
chayat system is picking up momentum 
as the 12 May voting date nears. 

There are 1,547 candidates for 112 
seats in the 140-member National Pan- 
chayat — the. one-chamber legislature 
— for the next five years. The remaining 
28 members are nominated by Kin 
Birendra. In the capital there are 74 
candidates contesting two seats. In the 
adjoining city of Bhaktapur, 74 candi- 
dates are competing to win just one 
seat. Under the constitution anyone 
over the age of 21 may vote or stand for 
election. 

Despite the boycotts announced by 
the outlawed Nepali Congress and the 
pro-Peking communist party, several of 
their cadres of junior ranks are contest- 
ing the election, defying party directives 
and warnings that standing will mean 
political suicide. Of the total 9 million 
voters, about 60% are expected to par- 
ticipate. 

Political analysts classify the candi- 
dates into three categories: those who 
are really serious and have resources 
and machinery to contest the election; 
those backed by some banned political 
party to embarrass the government can- 
didates, and those who simply want to 
enhance their curriculum vitae by add- 
ing that they were once an election can- 
didate. 

Politically, the election is a test of the 
anchayat workers and leaders who 
ave been claiming mass support. The 

opposition candidates are openly charg- 
ing the government candidates with cor- 
ruption, inefficiency and maladminis- 
tration. One thing common to all opposi- 
tion-backed candidates is their belief 
that the partyless panchayat system has 
failed to deliver the goods to the people 
and that it is not a fully democratic sys- 
tem. They all say it is corrupt and ne- 
gates democratic values, so they asked 
the people to vote for them to restore 
full democracy and implementation of 
realistic economic programmes. 

The panchayat candidates are asking 
the people to vote for them to protect 
national integrity and serve the country 
and the king. In the absence of an or- 
ganised party machinery, both pan- 
chayat and opposition candidates are 
having difficulty in securing support. 

King Birendra in his New Year's Day 
message to the nation on 13 April called 
on the people to vote for such people as 
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ensure a free, fair and peaceful election 
. throughout the kingdom. Government- 
controlled radio, TV and newspapers 
are appealing to voters of all ages not to 
. stay at home on the election day. But 
| some prospective rural candidates, in- 
cluding former prime minister S. B. 
— Thapa, have alleged that the local ad- 
- ministrations are openly backing pro- 
= government candidates. 

^. Although there are 74 candidates in 
. Kathmandu, with 278,000 registered 
. voters, the battle is likely to be between 
- former home minister Jog Mehar Shres- 
tha, pro-leftist Padma Ratna Tuladhar 
= —onan anti-panchayat platform — city 
mayor, Kamal Chitrakar, and a few 
others including veteran journalist Go- 
— vinda Biyogi. Political observers believe 
X that at least 64 candidates may fail to.ob- 
| tain enough votes to avoid forfeiting the 
| deposits they have to put up to stand. 

. . Some commentators in favour of a 
| multi-party system have attacked the 
| massive turn out of candidates as a moc- 
| kery of the electoral system. More than 
| 30 of the candidates cannot even afford 
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| | King Birendra: call to voters. 
| to print posters or even display their 
| election symbols. 
— Leftist candidates are attacking the 
- panchayat system as “fascist” and are 
. calling for change through "people's 
| power." The campaign has made it clear 
| that despite the partyless system, the 
. party spirit in Nepal has not died out 
. during the past 25 years and is indeed 
. very much alive. Political observers be- 
| lieve that if the panchayat system is to 
- work, its supporters will have to fight 
| unitedly against those several candi- 
| dates who are backed by the banned 
| pro-Marxist and Leninist groups within 
| and outside Kathmandu. 
| Impartial political observers believe 
_ that more than half the new candidates 
— mostly pro-Left — are likely to win, 


| the more moderate Nepali Congress sup- 
_ | porters not to take part in the election. 
.| If this happens it is conceivable that the 
.| establishment might lose control of the 

| National Panchayat chamber. 
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The price of f 


By Hamish McDonald in Sydney 


ores 24-hour removal of visa- 
free entry privileges for Australian 
tourists in reaction to criticism of Pre- 
sident Suharto in a Sydney newspaper 
article has nongos Australian lead- 
ers, with Foreign Minister Bill Hay- 
den saying parts of the bilateral re- 
lationship had been turned into a 
“shambles.” 

For some days after the 10 April arti- 
cle in The Sydney Morning Herald 
about the business links of the Suharto 
family, it appeared the brunt of Indone- 
sian retaliation would fall on Australian 
journalists through denial of access to 
d from Indonesia. Hayden and 
other government figures refused to be 
drawn on the content of the Herald arti- 
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Jakarta bans Australian tourists — for a day 
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cle, though Hayden did ask the media to 
weigh up whether it warranted the 
penalties paid (REVIEW, 24 Apr.). 

This sudden freeze in press contact 
was dismaying enough for the officials, 
academics and journalists who saw 
some years of careful nurturing sud- 
denly nullified, though the damage 
appeared to be confined. But on 21 
April signs of Indonesian dissatisfac- 
tion with the Australian response ap- 
peared. 

Jakarta newspapers quoted armed 
forces commander Gen. Benny Mur- 
dani as saying at a military ceremony 
that the “smear” against the first fami! 
could not be accepted. While mo 
newspapers reported him suggesting 





Asean neighbours are against foreign-press meddling 


By Correspondents 


hatever was behind Jakarta’s 
abrupt decision to refuse entry to 
Australian tourists without visas — a 
decision which was rescinded within 24 
hours — it probably did Indonesia more 
harm than good. The foreign journalists 
crowding into Bali for US President 
Reagan's visit will undoubtedly men- 
tion the episode in their reports, most of 
them without an understanding of the 
Indonesian view that governments in 
some developing countries cannot af- 
ford a completely unbridled press. 

There is à list of sensitive subjects, 
including the business activities of the 
first family, which are not to be report- 
ed. Thus in covering the Jakarta-Can- 
berra row caused by Jenkins' article, 
local newspapers quickly stopped say- 
ing what the original article was about 
and portions of foreign press reports 
mentioning Jenkins’ subject were 
blacked out. - 

The small and educated urban com- 
munity critical of Suharto complained 
that Jenkins’ feature was “old news" 
and that recent Suharto family activities 
(in, for example, oil trading, plantations 
and a football pools betting scheme) 
were not documented. For the broader 
Indonesian public, “Suharto’s Millions" 
and the diplomatic fallout took a back 





- following the decision by the majority of |. seat to other happenings, such as the be- 


ginning of the Thomas Cup badminton 
championship. People are quite aware 
that Suharto's family has extensive busi- 
ness holdings but that is more or less ac- 


O | cepted. 
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Dislike of foreign reporters, or of the 
Australian press, may not be at the core 
of the incident, some say. Rather, the 
government and Suharto himself are 
concerned that the business operations 
of the president's family could be publi- 
cised as an election issue and wish to 
prevent it, the theory goes. 

In his first meeting with the press as 
US ambassador to Jakarta, Paul Wol- 
fowitz said that Jenkins’ was “a bad arti- 
cle." But his further remarks reflected 
the view of much of the diplomatic com- 
munity. “We have a different way of r 
sponding to bad articles . . . I suppose 
our strategy is more to ignore such 
things and hopé they get as little atten- 
tion as possible," Wolfowitz said. 

Jakarta officials were highly pleased 
with the more direct defence of Suharto 
offered by Singapore Prime Minister 
Lee Kuan Yew during a visit to the Na- 
tional Press Club in Canberra last 
month. Lee spent a large part of his 
speech ex cg: the gains made to 
Asean stability because of Suharto's 
foreign and domestic policies over the 
past 20 years. 

Lee suggested to Australian jour- 
nalists that there were bigger issues at 
stake than to “publish and be damned," 
and that they had an obligation not to 
undermine their own national interests. 
He used the row, therefore, to develop 
a longstanding theme of his — that Aus- 
tralia will only grow up when it sees 
clearly that its future lies in Asia. The 
real test, in his view, is whether Austra- 





unspecified “repercussions,” the Eng- 
lish-language Jakarta Post had Mur- 
dani saying that most of Australia’s 
A$10 million (US$7.3 million) a year 
military aid programme would be re- 
jected. 

Over 21 and 22 April, the armed 
forces newspaper, Angkatan Bersen- 
jata, published a 3,000-word discussion 
of Australian attitudes to Indonesia, 
which it said were marked by fear and 
racism. “As a nation descended from 
the white race, Australians have a cer- 
tain social attitude towards Southeast 
Asian peoples which we take as arro- 
gance, conceit and delusions of their 
ability to lead,” it said. Hostile press 
criticism mounted, with Information 
Minister Harmoko widely quoted on 22 
April as calling the Herald article by 
foreign editor David Jenkins an exam- 
ple of “alcoholic journalism.” 


E ate on the morning of 22 April, 
= messages went out to regional immi- 
ation offices, apparently on the orders 

“ot Justice Minister Ismail Saleh, that 
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lians will open their markets to Asean 
goods. 

The Jakarta-Canberra row  pre- 
sented an ideal opportunity for Lee to 
demonstrate good neighbourliness, but 
among Singaporeans themselves there 
are strong, mixed feelings about the 
merits of the case. Singapore's recogni- 
tion of widespread corruption in In- 
donesia is implicit in the city state's deci- 
sion for many years to DEDE 
any statistics on trade with Indonesia. In 
this way, less attention can be drawn to 

ossibly massive discrepancies between 
ndonesia's and Singapore's figures on 
bilateral trade. 


t ut there is a general perception among 
Singapore businessmen that corrup- 
tion in Indonesia is not noticeably in- 
creasing and may even be falling — at 
least in areas they Know best — because 
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Suharto; Murdani; Hayden: diplomatic fallout. f 


visa-free entry privileges were being im- 
mediately withdrawn for Australian 
tourists, who provide about 13% of In- 
donesia's 700,000-a-year tourist trade. 
By then, some 180 Australians were al- 
ready halfway from Sydney on a Garuda 
Airlines flight to Bali, and a number of 
others were flying into Jakarta from 
Singapore. All were turned back. 

On 23 April, as Australian radio sta- 
tions and afternoon tabloid newspapers 
had a field day with returning tourists 
telling of disrupted honeymoons and 
holidays, Hayden called the action “un- 
reasonable." Australia’s embassy in 
Jakarta conveyed a complaint to the In- 
donesian Foreign Ministry, while In- 
donesian Ambassador in Canberra Au- 
gust Marpaung was given a similar pro- 
test. 

In Jakarta Indonesian Tourism 
Minister Ahmad Tahir emerged from 
consultation with Suharto to announce 
that visa-free entry was restored, except 
for holidaying Australian journalists. 
Marpaung later told foreign correspon- 
dents in Sydney that Suharto had called 


of the changes to the customs regula- 
tions last year. Singaporeans from the 
top down seem to think that corruption 
has risen dramatically in Malaysia and 
some are seriously concerned about its 
destabilising effects. 

There may be another reason why 
the Singapore Government has been at 
pains to demonstrate its distaste for the 
attack on Suharto in the Australian 
press. Jenkins spent more than a year at 


Singapore’s Institute of Southeast 
Asian Studies, researching his au- 
thoritative and critically acclaimed 


monograph Suharto and his Generals, 
published in late 1984 and banned in In- 
donesia. In the area of full-time jour- 
nalism, Singapore has insisted that for 
Asean solidarity -it will not allow a 
foreign correspondent who has been 
expelled from or has otherwise caus- 
ed problems in another member coun- 








off the retaliation because it was “not 
very wise” — tending to confirm conjec- 
ture that the incident had been caused 
by a competitive “loyalty test” among 
Suharto’s ministers getting out of hand. 

With that Jakarta seemed ready to 
drop the matter. No follow-up came 
from the Defence Ministry to Murdani's 
reported remarks. On the Australian 
side, Prime Minister Bob Hawke, end- 
ing a foreign tour in Rome, telephoned 
Hayden with the idea of calling on 
Jakarta on his way home to iron things 
out. Hayden persuaded him against 
this, and Hawke contented himself with 
a strongly worded statement about the 
“capricious” Indonesian move. 

In Canberra Hayden himself called 
in officials for a wide-ranging review of 
the relationship, pending a cabinet dis- 
cussion. Hayden told one newspaper 
that he worried about the future re- 
lationship: “The question is: after Presi- 
dent Suharto, who and what? We can't 
be sure of that. There is no doubt there 
are important pockets of hostility to- 
wards Australia.” oO 


try to practise his craft in Singapore. 

In the other Asean countries there 
was little reaction to the Jakarta-Can- 
berra row. In Manila, officials with 
some knowledge of Indonesia said that 
while some of Jenkins’ report may be 
true, the difference was that Jakarta of- 
ficials have tended to reinvest some of 
the up-front skimming of project alloca- 
tions in other, usually private-sector, 
development projects. The problem in 
the Philippines was that most of the il- 
legal funds were siphoned out of the 
country, they said. 

But for the new Philippine opposi- 
tion, the row represents a major issue — 
though few have actually read the Jen- 
kins article. Supporters of former presi- 
dent Ferdinand Marcos manning the 
barricades in front of the US Embassy 
expressed exasperation at constant 
Western journalistic “meddling” in 
developing countries. They accused 
foreign correspondents of having been 
part of the “US plot” to “kidnap” 
Marcos, saying that it was their re- 
ports on alleged corruption and “hidden 
wealth” which turned critical foreign 
support away when Marcos most 
needed it. It annoyed Marcos suppor- 
ters that the reporters on the San Jose 
Mercury who wrote extensively on Mar- 
cos’ wealth recently won the Pulitzer 
Prize for foreign coverage. 

Malaysian and Thai reactions have 
been low key, with the newspapers only 
carrying agency reports and the affair 
being seen as purely an issue between 
Indonesia and Australia. While revela- 
tions about Marcos' billions are read 
with a great deal of interest in Thailand, 
allegations about the accumulation of 
wealth of a leader who is still in power 
are seen as overstepping the mark and 
interference in the country's affairs. D 
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__ Asia is home to more than half of mankind. Every day, 


events are happening here that not only shape the re- 
gion's future but affect the entire world. The Asia 1986 


— Yearbook does more than cover these events — it com- 


piles, analyses and interprets them. No businessman 


= can afford to ignore them. Nor can any professional or 


scholar or anyone who has dealings with Asia. Decide 
for yourself whether any other single medium puts the 
economic, social and political realities of Asia at your 
fingertips as does the Asia Yearbook. 


Now In Its 27th Edition 


The Asia 1986 Yearbook, now in its 27th year, is bigger 


and more comprehensive than ever before. Matching 


. the rapid pace of Asian development, it goes into great- 


Asian Finance, 


er detail, with greater insight — a book which everyone 
who needs to know about Asia must have on the book- 


. shelf. 


Features 

The Asia 1986 Yearbook includes two new chapters — 
covering a historic year in South Asia, and analysing US 
involvement in Asia — but you will find familiar chapters 
and features as well: a portrait of The Region, The 
Power Game, Population & Food, Development Banks, 
Asian Investment, Commodities, 
Energy, Aviation, Shipping, Fishing, Trade & Aid, the 
Pacific, Asian & Pacific Organisations, and a round-up 


of the year’s news stories. 


As in the past, the Asia 1986 Yearbook has an abun- 







dance of charts, tables and graphics to illustrate the 
material, including a full military profile of each regional 
country. 

The main body of the book contains chapters on 31 
countries, ranging from Afghanistan to Japan, from 
China to New Zealand. 


Country-by-Country Analysis 
Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 


and Infrastructure, complete with a map and lists of 


leading public officials. The Asia 1986 Yearbook gives 
you localised, first-hand information on everything from 
market potential and population trends to foreign aid in- 
volvement and social and cultural landmarks. Each 
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country chapter has a Databox giving essential vital 
statistics. And there is also a statistical round-up com- 
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Gandhi strikes back - 
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Rebel leaders in Congress party are punished 


By Salamat Ali in New Delhi 


! n à bid to forestall an open revolt by a 
group within his ruling Congress 
party, Indian Prime Minister Rajiv 
Gandhi has expelled one of his top party 
leaders and suspended the party mem- 
bership of three other second-ranking 
leaders. The move follows several 
months of plotting by the rebels who 
were preparing to challenge him 
openly. Gandhi's retaliation was much 
swifter and tougher than was expected 
by his foes. The dissidents, composed of 
dispossessed party members loosely de- 
scribing themselves as Indira Gandhi 
loyalists, had been orchestrating a be- 
hind-the-scenes campaign questioning 
he prime minister's capability to lead 
che ruling party. 

The group argued that ever since the 
December 1984 elections, which Gan- 
dhi won riding the wave of sympathy 
created by his mother's assassination, 
his sole achievements had been to lose 
the states of Punjab and Assam to oppo- 
sition parties and generally show signs 
of gross ineptitude in political manage- 
ment. Members of the group stood by 
Mrs Gandhi after the. 1978 Congress 
split and when she was swept from 
power following the Emergency era, 
but now have little in common except 
that they find themselves out in the cold 
under the new prime minister. 

Although the group's main leaders 
are generally those who have lost 
ministerial posts in both New Delhi 
and the state capitals, its exact 
strength has been a matter of conjec- 
ture. Sources insist that it was plan- 
. ning to collect around 150 members of 
iarliament, force a split in the party 
„nd make a bid to replace the govern- 
ment. 

It is in this context that a charge 
made by the New Delhi-based, pro- 
Moscow daily newspaper, Patriot, be- 
comes interesting. The newspaper. 
which backs Gandhi, claimed in a report 
on 26 April that President Zail Singh 
had been briefing selected media repre- 
sentatives and that after every briefing 
the campaign against Gandhi inten- 
sified. Singh’s press secretary replied in 
a letter printed on 28 April that such in- 
sinuations were “unethical and totally 
baseless,” and stated that the president 
“has no ill-will towards the prime minis- 
ter and enjoys excellent and cordial re- 
lations with him.” This, however, did 
not prevent the newspaper repeating its 
allegations. 

The central figure behind the inci- 
pient revolt was Pranab Mukherjee, 
who was expelled from the party for six 
years and was Mrs Gandhi's finance 
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minister and number two in her cabinet. 
The three whose membership has been 
suspended are former Uttar Pradesh 
chief minister and MP Sripath Mishra, 
former central government minister and 
MP A. P. Sharma and another par- 
liamentarian and former Assam gover- 
nor, Prakash Mehrotra. These four 
gathered around 82-year-old Kam- 
lapathi Tripathi, the “working presi- 
dent” of the Congress — a largely sym- 
bolic post to which he was appointed by 
Mrs Gandhi. 

The first open move of rebellion was 
a letter written by Tripathi to Gandhi. 
The contents of the letter have not been 
disclosed by either side. It is widely 


PANA INDIA 


known, however, that it objected to 
what is said to be large-scale enrolment 
of bogus members of the Congress in 
advance of the first party elections for a 
considerable time, that are scheduled to 
take place in about three months. It also 
drew attention to the plight of those 
who were loyal to Mrs Gandhi. 


ater, Tripathi cold-shouldered M. L. 

Fotedar, one of Gandhi's top politi- 
cal aides who was sent to talk to him. 
However, the Human Resources Minis- 
ter and number two in the cabinet, 
Narasimha Rao, succeeded in arranging 
a meeting between Tripathi and Gandhi 
on 25 April. After the meeting Tripathi 
denied the existence of any dissidence 
within the party but made it more than 
clear that all was not well. 

Almost simultaneously, in an inter- 
view with a Bombay weekly magazine, 
Mukherjee declared: “It is the responsi- 
bility of the government to maintain the 
unity and integrity of the nation. When 
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order break down, when public support 
starts declining, every politician has the 
right to start asking questions." 1 

Mukherjee also accused the Finance 
Ministry of treating the business com- - 
munity as “a bunch of pariahs . . . tax | 
dodgers and criminals out to rob the na- © 
tion and the exchequer.” E 

After the interview, Mukherjee re- 
turned to New Delhi and with the three | 
other rebels held a meeting with | 
Tripathi on the evening of 27 April. By | 
that time the prime minister had assured | 
Tripathi of a probe into bogus party - 
membership and steps to ensure fair- - 
ness in the coming party elections. Asa | 
result, the meeting decided upon yet . 
another letter to the prime minister de- - 
manding that he withdraw the / 
whip issued to Congress MPs on a bill to | 
protect Muslims against an obligation to - 
pay maintenance to divorced wives — a 
step the prime minister had promised to 
Indian Muslims. The bill is highly con- 
troversial as elements of the Hind 
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community as well as communists are - 
strongly opposed to it. 
The four were still with Tripathi - 
when Gandhi took them by surprise and — 
announced the disciplinary action. All — 
of them refused immediate comment on 
Gandhi's move but promised to react - 
after careful consideration. e 
It is part of Indian political history — 
that every ruler faces a rebellion from 
within his own ranks and that those who — 
attempt to seize power and fail are sub- ⸗ 
sequently in the political wilderness for — 
good. By isolating Tripathi, severely 
punishing Mukherjee for being the | 
main architect of the planned revolt and — 
letting the other three off with lighter — 
sentences, Gandhi has shown a restraint — 
typical of his predecessors. Itremainsto | 
be seen how the dissidents react and | 
how Gandhi moves to contain the dam- | 
age. If nothing else, he may have to sac- | 
rifice some of his own loyalists whose 
images have been badly tarnished in the | 
current fray. 
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Pointing the finger 


The exchange-rate debate spreads to politics and the LDP 


By Charles Smith in Tokyo 


3 Rs rapid appreciation of the yen has 
been provoking cries of distress 
from the Japanese business world ever 
since the rate hit around 200 to the US$ 
before the turn of the year. But it is only 
during the past month or so that ex- 
change-rate problems have started hurt- 
ing politicians as well as businessmen. 

This change became strikingly appa- 
rent on 22 April when a seemingly 
routine session of the government's 
Ministerial Conference for Economic 
Measures — consisting of cabinet minis- 
ters with economic portfolios and top 
officials of the ruling Liberal Democra- 
tic Party (LDP) — turned into an op- 

rtunity to haul Prime Minister Yasu- 
iro Nakasone over the coals for his 
alleged mishandling of the yen prob- 
blem. 

At the 22 April meeting, Nakasone 
was  pointedly asked by  Kiichi 
Miyazawa, an LDP official who hap- 
pens also to be a major contender for 
eventual party leadership, to explain 
why other members of the so-called G5 
group of major industrial countries 
were not intervening in exchange mar- 
kets to help Japan stabilise the yen, de- 
spite what is now seen in Japan as an ex- 
cessive appreciation against the dollar. 
Miyazawa also demanded a detailed ex- 
planation from Nakasone of his discus- 
sions on exchange-rate problems with 
US President Reagan at the two leaders' 
13-14 April meeting in the US. 

In raising the yen issue, Miyazawa 
obviously sought to imply that 
Nakasone had failed to use his much- 
touted personal ties with Reagan at pre- 
cisely the time when Japan really 
needed to get something from the US. 
Political analysts also read into 
Miyazawa's questions the implication 
that Nakasone had been badly outwit- 
ted at the Camp David meeting in that 
Japanese concessions on participation 
in the Reagan administration's Strategic 
Defence Initiative and on the im- 
plementation of the so-called Maekawa 
report on the restructuring of Japan's 
economy had not been matched by any 
comparable US concessions. 

Miyazawa's intervention marks the 
nearest approach to date to an open 
confrontation between the two leaders 
over economic-policy issues as well as 
the most explicit attack from inside the 
LDP on the Nakasone cabinet's handl- 
ing of exchange-rate issues. 

But a whispering campaign against 
Nakasone had begun well before the 
issue came out into the open at the 22 
April meeting. From the middle of 
April onwards, a series of apparently 
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well-orchestrated interviews with un- 
named “seniors” of various LDP fac- 
tions had been suggesting that the gov- 
ernment's exchange-rate policy was ef- 
fectively bankrupt, or at least that it was 
alienating the private businessmen 
whose big companies normally provide 
the bulk of the LDP's election funds. 

A major aim of the anti-Nakasone 
campaign from within the party may 
have been to step up pressure on the 
government on the part of various in- 
terest groups to increase the emergency 
aid the Ministry of International Trade 
and Industry (Miti) has been offering to 
small companies, which have been par- 
ticularly badly hit by the exchange-rate 
shift. The subsidised interest-rate 


financing so far offered by Miti to ex- 
port-oriented small companies is esti- 





mated to be worth an insignificant 
0.03% of such companies’ export earn- 
ings. However, a more specifically poli- 
tical aim seems to have been involved as 
well. 


Fe actions whose leaders have spoken 
up on the exchange-rate issue in the 
past few weeks almost all belong to the 
wing of the LDP that is seeking to dis- 
courage Nakasone from exercising his 
constitutional prerogative to dissolve 
arliament at mid-year in preparation 
or a double election — to both the 
upper and lower houses of the parlia- 
ment. Such a move might in turn help to 
further Nakasone’s campaign for a third 
term as party leader. 
By warning of the dire effects of yen 
appreciation on the business world, the 


anti-Nakasone factions obviously hope 
to convince the party leadership, if not 
Nakasone himself, that a mid-year elec- 
tion would backfire against the LDP be- 
cause of the resentment allegedly build- 
ing up over official “mishandling” of the 
exchange-rate issue. 

A weak point in the anti-Nakasone 
lobby’s attempt to use the yen issue as 
an argument against calling an election, 
is that big business is not, in fact, par- 
ticularly reluctant to fund the LDP in an 
election campaign, should Nakasone 
decide to hold one. According to a 
senior official of one of the big four busi- 
ness federations, most large Japanese 
companies actually favour the holding 
of a double election this summer for the 
simple reason that simultaneous elec- 
tions to the upper and lower houses of 
parliament cost about 30% less than 
separate elections to the two houses. 
However, many unbiased observers do 
have doubts about how the LDP might 
fare if it went to the polls in June. 

An upturn in the unemployment : 
bankruptcy figures — both distinct pos- 
sibilities as a result of yen revaluation — 
could become highly damaging issues 
for the government in the midst of an 
election campaign which is likely to be 
fought, as usual, on the LDP’s reputa- 
tion as the party that knows how to man- 
age the economy. Still more disturbing 
is the possibility of embarrassing revela- 
tions about the involvement of LDP 
parliamentarians in either or both of the 
corruption scandals which have begun 
to make headlines in the Japanese press. 

The questioning of a member of 
Nakasone’s own faction in connection 
with suspected pay-offs of members of 
parliament by an industry association 
representing small cotton spinners may 
already have damaged  Nakasone's 
prospects of coming successfully 
through a mid-year election campaign, 
but far more destructive developments 
could be waiting in the wings. Most seri- 
ous of all would be any hint that LL 
politicians benefited from the so-calluu 
Philippines pay-off scandal, involving 
sums of money allegedly paid by Japan- 
ese companies to former Philippines 
president Ferdinand Marcos as commis- 
sions on contracts financed by Japanese 
Government aid. 

If Nakasone emerges from his Tokyo 
summit with Reagan on 4-6 May with- 
out having made any visible progress in 
his campaign to get the US to agree at 
least in principle to the desirability of 
stabilising exchange rates, he will be 
more vulnerable than ever to attack 
from inside the LDP on his *mishandl- 
ing” of economic issues and even less 
well placed than at present to call a mid- 
year election. The opposite extreme, a 
US commitment to help stabilise the 
yen-dollar rate at a level below the cur- 
rent market rate — say ¥180:US$1 — 
could, on the other hand, turn the prime 
minister into something of a hero, even 
with dissaffected LDP members. o 
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The banks' role goes unquestioned no longer 


By Anthony Rowley in Hongkong 

here was a time when commercial banks had it easy 

compared to how things are today. For a start, most 

people believed implicitly in banks; their role as domi- 
nant intermediators of funds was rarely questioned and both 
depositors and borrowers accepted interest rates dictated by 
the banks. What business the banks did not want (at the long 
and the very short ends of the market) was left to specialist in- 
stitutions; and securities markets knew their place in life. 

Times have changed and they are continuing to change, 
not least for banks in Asia, where their role and soundness is 
being increasingly called into question. Governments are 
being urged to relinquish their monopoly of banking in many 
countries; banks are likewise being urged to relinquish their 
dominance of total financial transactions and regulators are 
being called to account over increasing numbers of bank fail- 
ures and scandals. 

Bank failures are, of course, by no means confined to 
Asia. Disinflationary forces at work internationally are caus- 
ing a plunge in the prices of commodities, among which oil is 
the most spectacular, in business fortunes and in some prop- 
erty markets. As a result, three of the key lending sectors for 
banks — energy, property and shipping (closely linked to the 
fortunes of the commodity markets) — are in the doldrums. 
In addition, falling interest rates are putting question marks 
against margins. 

The business climate in the commodity-dependent Asean 
countries is especially grim and banks in both Singapore and 
Malaysia are currently nursing heavy losses from their expo- 
sure to falling property and stockmarkets and a general de- 
cline in business fortunes. Those in Indonesia would proba- 
bly have an equally grim tale to tell were it not for the fact 
that thev are almost all government-owned and highly secre- 
tive. For what scant consolation it may be, their misfortunes 
mirror those across the Pacific in the US — the heartland of 
banking. 








All this has come on top of the collapse in syndicated in- 
ternational banks lending to developing countries in the past 
couple of years as they turned to other forms of financing. 
The international scene has, of course, witnessed a major 
"disintermediation" of banks in recent years — dealing them 
out of the game, in other words. It began with the advent of 
money-market funds put together by wizards on Wall Street 
and elsewhere to deal ordinary depositors directly into the 
money markets, which banks and money brokers had tradi- 
tionally monopolised. It was not long before savers in 
Europe, and then Japan, began getting the message: they 
could take a slice of the margins which banks had long en- 
joyed at their expense. 


nterest-rate liberalisation had arrived and the libbers be- 

gan asking for more. No one paused to ask what effect all 

this was going to have on long-term savings psychology 
and whether it might lead to a permament rise in the public's 
interest-rate expectations. It was enough to rejoice in the 
new freedoms and shake off the shackles of the tyrant com- 
mercial banks. Then came the "securitisation" of debt — in 
other words, dealing the commercial banks out of the game, 
again. Debts of all kinds, whether mortgages or even per- 
sonal credit accounts, were bought by investment bankers 
from commercial banks, repackaged and sold to savers. With 
banks out, there was a higher margin in for the investors. A 
higher risk, too, though the salesmen did not make too much 
of that. 

Also around 1982, many of the developing countries, or 
LDCs, were finding that they could not repay the billions of 
dollars of debt they had borrowed from commercial banks. 
The banks, not surprisingly, began to cool towards so-called 
sovereign (government-guaranteed though hardly good as 
gold) debt, so along came the investment bankers once more. 

They taught LDCs how to issue paper debt to the interna- 
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tional capital markets — RUFs (revolvin underwriting 
facilities), NIFs (note-issuance facilities), and similar exotica 
— so that banks were once more disintermediated. Again it 
was convenient to ignore the massive contingent liabilities 
which many financial institutions were building up by under- 
writing these facilities while not putting the obligation on 
their balance-sheets. 

To complicate matters a bit further, commercial banks 
were, the while, buying up investment banks, merchant 
banks, stockbroking firms and so on, so that it became less 
and less clear amid all this conglomeratisation just who was 
doing what to whom 
and who was exposed 
to which risk. The 
Glass-Steagall Act in 
the US, and similar 
legislation in Japan, 
still in theory puts 
"Chinese walls" be- 
tween two critical 
areas of banking ac- 
tivity — lending and 
underwriting — but 
the distinctions are be- 

oming progressively 

aore blurred, not least 
in the City of London 
where just about any- 
thing goes since the so- 
called “big bang." 

What impact all this 
will have ultimately 
from a macro-econo- 
mic and international 
financial point of view 
— not to mention the 
nightmare of uncer- 
tainty it —* up for 
bank regulators — is far from clear at this stage. What is 
clear is that the blessing (or plague) of financial liberalisa- 
tion is spreading fast from Occident to Orient. It has already 
hit Japan, where the big so-called “city” banks are suffer- 
ing the initial consequences) of interest-rate liberalisation 
on their wholesale deposits, and before too long will have 
to pay a good deal more for savings deposits too (once the 
powerful post office savings institution can be persuaded to 
alter its rates more in line with market levels). And banks are 
being increasingly disintermediated by capital-market in- 
. Ovations of all kinds in Japan. Similar trends are at work. 

to a lesser extent, in South Korea and 
Taiwan. 

Beyond that, the winds of change have 
not blown too fiercely across Asia yet, ex- 
cept that offshore-banking centres such as 
Hongkong and Singapore have naturally 
begun to take stock of how international 
changes will affect the myriad foreign in- 
stitutions operating within their shores. 
And Hongkong has certainly enjoyed its 
own bit of locally generated banking drama, 
with the collapse of Hang Lung Bank, 
Overseas Trust Bank, Dollar Credit and the 
problems of Ka Wah and Union banks. This 
was the result of a different kind of liberali- 
sation — the virtual freedom from meaning- 
ful official supervision which banks and fi- 
nance companies in the territory enjoyed 
until recently. Sheltered partly from the 
winds of international change, Malaysia too 
bowed beneath a hurricane of scandal with 
the exposure of its biggest government- 
owned bank, Bank Bumiputra, to the failed 
Carrian group, via Hongkong subsidiary 
Bumiputra Malaysia Finance. 
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But if banks in countries ranging from Indonesia and India 
to Bhutan and Nepal feel they can shelter in relative obscur- 
Ity from these winds of change, they appear to be mistaken. 
Along with privatisation of public enterprises, the revival of 
the private sector in business and other manifestations of 
capitalism's comeback in Asia, there is an emerging con- 
sciousness of the need to develop capital markets and a whole 
range of financial institutions to take over many of the tradi- 
tional functions of commercial banks. 

Until quite recently, the term capital market was scarcely 
understood in many Asian countries, and that applied as 
much to relatively ad- 
vanced industrialised 
nations, such as South 
Korea, as it did to the 
smaller states of the 
Subcontinent. Banks, 
along with perhaps 
a rudimentary form 
of stockmarket, were 
the capital market. It 
Was — for granted 
that banks should act 
as the principal conduit 
for channelling public 
savings into industry 
and other forms of 
business activity. In- 
terest rates were set 
arbitrarily, or certainly 
at least without refer- 
ence to market de- 
mand, to reflect na- 
tional. development 
priorities. 

In South Korea and 
elsewhere, this led to 
a dangerous over-re- 
liance by industrial companies on debt finance (though it 
became dangerous perhaps only when the dominance of the 
all-accommodating big banks began to be questioned). And 
in countries such as Malaysia, where banks had been compel- 
led by official dictat to lend to priority sectors such as agricul- 
ture and to bumiputra businessmen, it led to a surfeit of bad 
debts on the books of banks which were in other respects 
struggling to act like proper commercial banks and show a 
profit. 

Into this long-standing pattern of unliberated national 
financing was injected, quite suddenly, the private-sector- 
favouring attitudes of the Reagan adminis- 
tration in Washington — via such institu- 
tions as the World Bank and the Asian 
Development Bank (ADB). The idea of 
capital-market development suddenly took 
Off, as was evident from the enthusiasm for 
the concept shown at a regional seminar or- 
ganised early this year on the subject by the 
ADB in Manila. 

Bureaucrats, investment bankers and 
fund managers discussed enthusiastically 
the idea of launching stock and bond mar- 
kets and other devices to tip the present bal- 
ance in favour of what the ADB unpictur- 
esquely describes as the *non-debt sector" 
and away from the debt sector (for which, 
read banks). There is a strong case in quan- 
titative as well as qualitative terms for doing 
this. 

Commercial banks (meaning nationalis- 
ed, private and foreign institutions), control 
at least 4076 of all financial institutions' as- 
sets in the six Asian countries covered by a 
survey the ADB did of capital markets in 
South Korea, Indonesia, the Philippines, 
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Pakistan, Sri Lanka and Thailand. 
Their dominance is, as might be expect- 
ed, most pronounced in the two least- 
developed of these countries, Pakistan 
and Sri Lanka, where commercial banks 
control, respectively, 65% and 60% of 
total financial assets. Even in South 
Korea, the figure is 41% — much higher 
than the comparable figures for West- 
ern countries, where capital markets are 
relatively well developed. 

If commercial banks in these coun- 
tries — and others such as Malaysia - 
have a ready source of cheap funding 
because of their market dominance. 
they are nevertheless still at risk to an 
unusual extent through mismatching of 
assets and liabilities. Their governments 
(which often own the majority of com- 
mercial banks anyway, especially in In- 
donesia and India), have compelled 
them to go into medium- and long-term 
financing as well as fulfilling the classi- 
cal commercial-bank function of pro- 
viding overdrafts. 

But they do not have corresponding 


access to long-term deposits and consequently are at risk of 


becoming dangerously illiquid, as fairly recent experience in 
the Philippines has demonstrated. (Japan at least had the 
sense to devise a banking structure comprising short-term 
commercial and long-term credit banks even if its interest- 
rate structure was for many years totally rigid.) 

Diagnosing this condition is a good deal easier than curing 
it. Commercial banks need to increase their long-term finan- 
cial deposits — by issuing bonds, for instance. The problem is 
that interest-rate rigidities in government-administered sys- 
tems effectively rule out such a move. The banks must be 
given more freedom to set interest rates themselves if all this 


Amid prosperity, 
gloom in the 
banking system 


By A Correspondent in New York 

alling interest rates and plummeting commodity prices 
are sending Wall Street into a frenzy. The first quarter 
of 1986 has seen stock prices in the US climb to new re- 
cord highs practically every week, while bond prices have not 
gone up as much since the early 1970s. But the euphoria in 
the financial markets is not spilling over into the nation's 
banking system. If anything, the same disinflationary forces 
pushing equities and bonds into the financial stratosphere are 
putting tremendous downward pressure on hundreds of 
banks throughout the country. Bankruptcies are occurring at 
a record rate and 1986 may be the worst year for banking 
since the Great Depression. 

In the past, banking crises have arisen when one, or at 
most, two loan markets have fallen on bad times, This time 
around, however, the sharp drop in inflation over the past 
six years has triggered off severe problems in four areas. 
Energy, agriculture, property and Third World loans have 
sent regulators scurrying in Washington to find some way to 
bail out failing banks. And they are leading to a broad re- 
structuring of the entire banking system, with many large 
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is to change, but that of course may come up against national- 
development priorities and against bureaucratic ideas of who 
is deserving of credit (not necessarily the same thing as cre- 
ditworthy). 

Commercial banks in many Asian countries also do not 
have what the ADB describes as the "institutional expertise 
required for making medium- and long-term loans." Since 
many of them are government owned, "their management 
tends to be bureaucratic in style with an emphasis on cen- 
tralised decision-making which discourages management ini- 
tiative.” Many South Koreans would agree, adding that the 
| practice there of appointing retired army officers to key posts 


money-centre banks in New York and California declining, 
while medium-sized regional banks take on more stature. 
This is true for those regionals fortunate enough to have 
avoided heavy loans to Mexico and Brazil as well as the oil 
patch, agriculture and property. 

Some of the worst-hit banks are in the Southwest, particu- 
larly Texas, Oklahoma and Louisiana, where the drop in the 
price of crude oil has devastated once-buoyant economies. 
Just seven or eight years ago, politicians in Oklahoma we: 
boasting about spending billions of dollars to reverse the flo 
of water in one of the state's largest rivers to help farming. 
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ADB-funded food project in Sri Lanka: more mobilisation. 
in government-owned banks is not exactly a way of encourag- | 
ing business efficiency. Ditto Taiwan 


ll this has to change, though, if only because most gov- 
A ernments in Asia are realising that the only way to re- 
duce a dangerous dependence upon foreign debt — 
not least in South Korea, Indonesia and the Philippines — is | 
to mobilise more domestic savings and foreign equity invest- 
ment. Before they can do that, they must develop their own 
capital markets. 
That means reducing the power of the banks, encouraging 
the formation of specialist long-term lending institutions 





Today, Oklahoma and its sister states face financial problems 
reminiscent of New York's a decade ago. 

The Federal Deposit Insurance Corp. (FDIC) savs that 
there are 563 state-chartered banks that have more than 25% 
of their capital invested in loans to domestic oil and gas com- 
panies. These loans total US$61 billion. Worse, the loans are 
very concentrated. All but USS$4 billion of that amount is 
held by only 59 large money-centre and regional banks. Not 

ounted, of course, are the credits to Mexico, Nigeria, In- 
donesia and the Middle East oil-producing countries that are 
now suffering from the drop in oil prices. They total close to 
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US oil rig: the price plunge hurts. 
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(and equally, short-term money-market 
institutione. and bolstering the equity 
market structure. This in turn means rc- 
ducing the bias in many countries’ tax 
systems which currently favours debt fi- 
nance against equity funding. That too 
runs up against budgetary constraints 
and national notions of where the tax in- 
cidence should fall. 

The banking picture seems set to 
change right across the Asian region in 
the next five to 10 years. Commercial 
banks everywhere will become increas- 
ingly involved in investment/merchant 
banking and in capital-market activities 
as traditional areas such as syndicated 
commercial lending, property and shi 
financing — and probably energy fi- 
nancing, too — decline. This applies to 
the more developed financial markets 
of the region in particular, though the 
changes are likely to be no less pro- 
found, even if somewhat different in 
structural terms, in the less-developed 
centres. The question is whether banks 
will adapt spontaneously to the new 
challenges or whether they will use their economic and politi- 
cal power to resist change. 

In the long run, those changes are inevitable — Saving a 
region-wide reaction against Reaganomics and the new cult 
of the marketplace. This would be a great pity, but cannot be 
ruled out entirely. Much depends on the degree of pressure 
which the US exerts on governments to free up their financial 
and services sectors and the sensitivity of institutions like the 
World Bank and the ADB. These are make-or-break factors. 
considering the political sensitivity which something as in- 
nocuous-sounding as capital-market reform carries in many 
Asian countries. Oo 


US$200 billion, with half of that loaned to Mexico alone. 

In addition to the 563 state-chartered energy banks, reg- 
ulators in Washington have pinpointed an additional 245 na- 
tionally chartered banks in the same kind of trouble. They 
have approximately US$40 billion in outstanding oil and gas 
loans with over a third of them to small-scale independent 
companies, the riskiest kind of debts. Again, these loans 
were concentrated in a few banks. Nine of the country’s 12 
big money-centre banks held US$23 billion in energy loans. 

These banks face growing pressures in the months ahead. 
With the inability of Opec to agree on a production policy 
that would hold the line on prices, crude oil prices could drop 
to US$10 or less in 1986. By early April, the price of a barrel 
of crude had already dropped down to US$12 and there was 
nothing in the international demand/supply equation to stop 
it from falling further. As a consequence, regulators are pre- 
paring to double the number of bank auditors in the South- 
west. 


hile sour domestic energy loans are putting ever 
W greater pressure on the banking system, failing loans 
to the farming-community banks are putting tremen- 
dous pressure on politicians in Washington. There are now 
1.196 banks on the FDIC's problem list of troubled banks. 
This is up from just 200 back in 1981. About 40% of them are 
in agriculture as a result of the depression down on the Ame- 
rican farm. And farmers are finding it nearly impossible in 
many regions to borrow money for the spring planting. 
Testifying before the Senate Banking Committee, Pre- 
ston Martin, then vice-chairman of the Federal Reserve 
Board, said: "The problems currently afflicting the agricul- 
tural sector of our economy are more serious than any en- 
countered since the Great Depression. Net loan losses at 
farm banks tripled in the past three years and with wheat, 
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corn and soyabean commodity prices continuing to be soft, 
these losses will get worse as the year wears on.” 

As a last-ditch attempt to stem the tide of bank failures, 
and relieve some of the political pressure as well, US reg- 
ulators and congress have come up with a controversial plan. 
The FDIC, soon to be followed by the other two bank reg- 
ulators, the Comptroller of the Currency and the Federal Re- 
serve, plans to allow troubled banks to cut the percentage of 
capital they must hold against assets from 6% to 3%. And the 
regulators would loosen up on the accounting standards bank 
examiners use when they appraise loans, particularly loans 
that are restructuring. 

The goal of the changes is to encourage banks with big 
outstanding energy and agriculture loans to reduce interest 
rates and stretch out payments in order to help the country's 
farmers and oil and gas companies. By cutting capital re- 
quirements, the regulators are hoping the banks will act to 
save the loans. The changes are expected to be offered to 
banks with large outstanding property loans as well, since the 
decline in inflation has smashed values in much of the West 
and Southwest. 

The cut in capital requirements has set off a howl of pro- 
test by bank industry critics who charge that more capital is 
needed to meet the crisis, not less. With no jump in agricul- 
tural-commodity prices in sight, they say that cutting the 
capital needed by these banks just extends the inevitable 
shakeout in the marketplace and subsidises both farmers and 
bankers for bad judgment. 

It is not only the small banks around the US that face a 
severe squeeze in 1986. Many big money-centre banks are 
under the gun. Just recently the giant Bank of America in 
California found itself warding off an unwanted takeover by 
a New York investor, Sanford Weill. Its losses in loans to 
Mexico, agriculture, property and energy have made it vul- 
nerable and rumours about mergers with other banks, in- 
cluding Security Pacific and First Interstate, have washed 
through Wall Street. 

The big banks have been so hard hit by troubled loans that 
all but one of them, Morgan Guaranty, have lost their 
triple-A credit ratings. That means that many of their large 
corporate customers have a better credit rating than the 
banks and can fund their credit needs more cheaply on the 
commercial-paper market. 

freasury Secretary James Baker has been pressuring the 
big banks to keep on lending to the Third World, despite 
their obvious reluctance. This will hamstring their operations 
for the future, as they struggle to dig out from their foreign 
debt and redirect their resources domestically. The more for- 
tunate money-centre banks, such as Citibank, have big loans 
outstanding to Third World oil importers, such as Brazil. The 
unlucky ones poured most of their loans into Mexico. That 
includes Bank of America. 
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JAPAN 


In the midst of 
a long, hard, 
forced evolution 


By Richard Hanson in Tokyo 
A financial pundit in Tokyo comments that if it were 





possible for two blind men to examine the shape of 
Japan's banking industry this year, as if it were an 
elephant, they would probably come to very different conclu- 
sions as to what the animal was and in which direction it was 
headed. 

To be sure, Japanese banks have become the biggest of 
the species roaming the plains and jungles of international fi- 
nance. But a fat belly, in the form of the world's largest 
domestic postal-savings system, slows down the movement 
of each of the still-segmented private-bank “legs” (long-teri 
credit banks, commercial banks, trust banks and cred 
unions and cooperatives). 

The legs are strong and thick but move together cumb- 
rously, as if one leg fears being stepped upon by another. A 
long trunk sniffs out and grabs business around the world. 
Sharp tusks poke into the lair of the securities industry, 
where the underwriting business lies, upsetting scavenging 
brokers no end. And there is a small tail of foreign banks; 
in circus parades, elephants are trained to link tails with the 
trunks of other elephants. 

Such metaphors are useful if only as a reminder that 
Japan's banking system is indeed in the middle of an elephan- 
tine evolution, the shape of which varies depending very 
much upon which part of the animal one touches or is 
touched by. 

Japan's willingness to take on the responsibilities of inter- 
nationalisation of its currency and its markets is now clear. 
The country's authorities have been under sharp pressure 
from the outside since the Americans in 1983 took up the 
issue of financial-market liberalisation and negotiated a far- 
reaching plan to deregulate. Since then, Japan has entered 
separate bilateral talks with Britain and West Germany and 
will hold talks with the Swiss, French and Italians. The EC 
Commission has also taken up the theme, and is demandir 
such things as the encouragement of an inter-bank market 
Tokyo and exempting foreign banks from constraints on 
undertaking securities business in Japan. 

Yet it is only in the past two years that Japan's conserva- 
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tive monetary authorities have formally concluded that such 
directions are “natural and worthwhile” for the economy. 
That decision has, in fact, created new markets, and with 
them new opportunities (and risks) for banks as well as secu- 
rities houses. 

What is clear is that, in the words of one senior official: 
"There is no turning back." The Ministry of Finance (MoF) 
began dismantling financial controls in the late 1960s and 
early 1970s. Six years ago, it oversaw the implementation of a 
new foreign-exchange control law, freeing up, in principle, 
capital flows. The most recent changes bring the financial 
structure itself closer to the edge of fundamental change. 

What worries many conservative bankers is not the direc- 
tion, but rather the speed of change. They also fret that in 
many cases it is outside political pressures — not internal 
consensus — which prompt action on the domestic market. A 
partial list of what the authorities have done in the past two 
years reveals the extent of change. 

The MoF, among other things, has: 

» Allowed banks, including some foreign ones, to 

trade in government bonds; once a brokers mono- 

poly. Foreign banks were - al- 

lowed into the underwriting syndi- 

cate for Japanese Government 
»nds. 

—- Given nine foreign banks li- 
cences to form trust banks, an- 
other once-exclusive Japanese pre- 
serve. 

» Relaxed a number of constraints 
on short-term money markets. 

» Dropped restrictions on. for- 
eign-exchange dealing, including 
those. on international  transac- 
tions. 

» Embarked on the gradual dere- 
gulation of interest rates on bank 
deposits, certificates of deposit 
and newly created money-market 
certificates. On 1 April, the ceil- 
ing on liberalised large-scale 
deposits erred to ¥300 mil- 
lion (US$1.7 million), and. will 
be lowered to ¥100 million. in 
1987. | 

» Created a  yen-denominated 
bankers-acceptance market for 
trade financing. | 

Opened a Tokyo market for 
.Jreign-currency-denominated 









bed the shogun bond market, 
operating side by side with the yen-denominated samurai 
bond market. 

» Launched a futures market for Japanese Government 
bonds — the first futures trading allowed in Japan since 1943 
— and prepared the groundwork for a short-term govern- 
ment bond market. 

» Liberalised the use of the yen in Euromarket capital trans- 
actions. Five credit-rating agencies (three Japanese and two 
American), have been authorised as from 1 April to give rat- 
ings on non-resident issues in the Euroyen market; single-A— 
rated companies are now allowed to qualify automatically. 
Two of the Japanese agencies were started up last year by 
groups of banks. 

Perhaps the most novel plan being set in motion is for a 
Tokyo offshore-banking facility, modelled on New York’s 
international-banking facility. Legislation for such a facility 
is expected to be passed soon. There are doubts, however, 
about how quickly this market might develop. Initially, it will 
be flawed by the reluctance of the tax authorities to grant tax 
incentives, which will be needed if the Tokyo facility is to at- 
tract foreign bank business away from other centres. 
Offshore deposits will be exempt from a 20% withholding tax 
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bonds by foreign borrowers; dub- Sumitomo Bank: powerful at home, active overseas. 


which applies in the domestic market. The authorities in 
Tokyo have balked at waiving local taxes, and corporate 
taxes are much higher than those in alternative markets in 
Hongkong and Singapore. 

e MoF has also drawn up legislation which will estab- 
lish an investment-advisory industry. Under the new rules. 
authorised investment-advisory companies, foreign and Ja- 
panese, will be able to manage investment funds on a dis- 
cretionary basis (that is, without seeking prior approval for 
transactions from each individual investor). That privilege is 
at present reserved for Japanese trust banks and life-insur- 
ance companies. Among other things, analysts see the deve- 
lopment of this industry as a strong incentive for deregulating 
stockmarket commissions. As in the US and Britain, the 
prospect of negotiated commissions could mean far-reaching 
changes for the financial community. 

The reaction to these changes has been mixed. The associ- 
ation of 64 regional banks took the rather unusual step of 
suggesting to the MoF that the timetable for deregulating de- 
posit rates be frozen. On the other hand, Japan's trust-banks 
association, which bitterly opposed the entry of foreign 
— Awessammxowew— banks into the trust business, has 
relented and invited foreign banks 
to join as associate members, 
though without voting rights. 

But the fundamental changes 
afoot cut right to the heart of fi- 
nancial order. These involve the 
legal boundaries separating bank- 
ing and the securities business — 
under Article 65 of the securities 
law (modelled on America's Glass- 
Steagall Act) — which have be- 
come blurred and contradictory 
and increasingly difficult to en- 
force. 










anks deal in bonds; their sub- 
sidiaries overseas underwrite 
debt issues, but are banned 
by the MoF from lead-managing is- 
sues of Japanese companies. Sumi- 
tomo Bank has bought a Swiss in- 
vestment bank that has managed a 
Japanese bond issue. 

Japanese securities houses want 
to be able to conduct foreign-ex- 
| change business in Tokyo. They 
| [| want Japanese companies to be al- 
ndi lowed to issue commercial paper, 
further separating them from bank 
finance. Overseas, the brokers are 
nearer to the goal of establishing bank subsidiaries in Lon- 
don, in an arrangement with the Bank of England that will 
require the MoF to supervise them as if they were banks in 
Tokyo. 

Within the banking industry, the distinction between 
banks that are able to raise long-term funds (the long-term 
credit banks and the Bank of Tokyo), and those which rely on 
short-term funding, is under fire. Commercial banks (includ- 
ing foreign banks) want to be able to issue long-term bonds. 
Long-term credit banks want to be able to open branches of 
their overseas securities companies in Tokyo to compete for 
underwriting business with the established securities com- 
panies. 

To make matters more complex, Japan’s second tier of 
banks, the 64 regional banks, are determined to expand their 
international business. The next tier, of 69 sogo (mutual) 
banks, which face restrictions on lending to large companies, 
want to be treated the same as regional banks. Last year, a 
sogo bank was allowed to open an office in London. 

The response of the authorities to these basic questions 
has been cautious. Deregulation is a minefield which even 
seasoned bureaucrats are reluctant to tread before a consen- 























sus of sorts is reached 
among the participants. 
However, the MoF has 
been forced to face up to 
such heretofore unthink- 
able thoughts as how to 
cope with the prospect 
of a bank failure in a 
much more competitive 
banking environment. 
Since World War Il, no 
Japanese bank has gone 
belly up. But recent ex- 
periences do not bode 
well. Earlier this year, the 
financially troubled 
Tokyo-based Heiwa Sogo 
Bank was salvaged 
through an artful merger 
with the powerful 
Sumitomo Bank. 





Heiwa's troubles were a result of bad management rather 
than the pressures of deregulation. But the MoF'seyes are on 
the potential for future bank failures as markets open up. 
And its worries are reflected in newly presented legislation 
on the Deposit Insurance Corp. (DIC), a tiny (13 staff) or- 
ganisation, compared with the 5,000 or so employees in its 


Tokyo foreign-exchange dealing: more MoF supervision. 
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ing schemes. 





MoF-controlled DIC's abi- 
lity to facilitate quick mer- 
gersoftroubled banks, and 
more than triples the depo- 
sit amount covered by the 
system to ¥ 10 million from 
Y 3 million. 

Another sign of the 
times: this year's personnel 
changes at the MoF will be 
accompanied by a renova- 
tion of the roles (and 
names) of key divisions in 
the International Finance 
Bureau, according to a 
blueprint being presented 
for cabinet approval. The 
changes include moving a 
special projects team from 
the research division into 
the coordination division 





and more closely under the wing of the director-general. They 
are responsible for drawing up such things as offshore-bank- 


From the point of view of banks and brokers, the most in 
portant changes involve a consolidation of the MoF's powe 
over international banking, securities and financial markets. 





US counterpart. Among other things, the bill strengthens the Overseeing all international-banking matters (including 











By Bruce Roscoe in Tokyo 


dq epithet “Japan as No. 1” may 
now be applied to international 
banking as well as manufacturing. Ac- 
cording to the Bank for International 
Settlements (BIS), the share of Japan- 
ese banks in total international bankin 
business has su that of U 
banks. As at September 1985, Japan- 
ese banks' international assets were 
US$640 billion, or nearly 26% of all re- 
—— hanks' international assets. 

t compares with US$580 billion for 
US banks, whose share was 23.4%. 
BIS, the Basle-based central bankers’ 
bank, reviews international lending by 
banks in 18 major industrial countries. 

But the international presence of 
Japanese banks compared with US 
banks is bigger than these figures 

est. This is because US banks in- 
e the positions of their branches in 
offshore centres such as the Caribbean, 
while Japanese, as with other banks’ 
reporting systems, include only those 
foreign affiliates located in other re- 
rting countries. So the figures for 
apan would not include the operations 
of Japanese bank branches in Hong- 
kong and Singapore. In terms of mar- 
ket share, French, British and West 
German banks, with 8.9%, 7.4% and 
6.7%, respectively, are also well be- 
hind Japan. 

In other areas of banking business, 
the BIS survey confirms a pattern of 
withdrawal of US banks and a new 
dominance by Japanese banks, Funds 





Again, ‘Japan as No. 1’ 


deposited internationally with US 
banks fell by US$6 billion to US$546 
billion in the six months to ember 
1985, while the international liabilities 
of Japanese banks rose by US$92 bil- 
lion to reach US$622 billion. Further- 
more, Japanese banks were big net 
lenders (of US$125 billion) to non- 
bank customers such as corporations or 
governments. Conversely, US banks 
reported only US$24 billion in net lend- 
ing to non-bank entities. 

Japan’s rise to the top position in 
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The MoF: concession to foreign banks. 


has become parti 





world banking is in part attributable, 
banking analysts concur, to a concen- 
trated effort on securing market share. 
Profitability can come later. Huge 
home assets enable Japan's banks to 
price loans extremely competitively — 
critics would say “dump” — in interna- 
tional markets. The thrust into over- 
seas markets is part of the banks' long- 
term deve ent strategy to expand 
interna lending business, but it 
y pronounced 
recently because of the strongly felt 
need of the banks to master the securi- 
ties business. 


—— banks are still prohibited 
from entering the securities market 
home by a legal separation of securiti 
and banking fields. But they have been 
able to establish securities affiliates for 
merchant and investment banking in a 
number of overseas markets and 
through these operations are gaining 
the experience needed to enter their 
own securities market when the legal 
constraints are removed. Forei 
banks are inching gradually into the 
domestic Japanese securities business 
by way of subsidiaries in which they 
hold less than 50%. However, Japan- 
ese banks cannot own more than 5% of 
a securities affiliate. This most do, 
though their control is extended by the 
placement of bank executives and man- 
agers in the securities arm. 

Japanese city banks say these small 
secu companies in which they 
have a stake are not suitable vehicles 
for competing with top-line securities 
companies such as Nomura. or 
Yamaichi. They are, therefore, hoping 
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lending), will be a new division replacing 
the legal and planning division. Tenta- 
tively dubbed the international banking 
division, it will look after the banking 
business of both banks and securities 
houses. 

The foreign capital division will be re- 
named the international capital division 
and will handle all securities-related mat- 
ters. The short-term capital division will 
shed responsibility for foreign loans and 
strengthen its role as the keeper of 
foreign-exchange reserves and overseer of 
foreign-exchange and other short-term fi- 
nancial markets. 

The MoF embarked on the reorganisa- 
tion to make itself more efficient in handl- 
ing the changes emerging in Japan's fi- 
nancial system, whatever the final shape 
may be. US and European officials still 
complain that the Japanese have a long 
way to go in liberalising the market. 





be a dud as a result of restrictions. The 
new bond-futures market, launched on 19 
October 1985, initially prevents banks 
from dealing for their customers (the 
three foreign banks qualified to join have 
all declined the invitation because of what 
they see as shortcomings in the settlement 
system). 

The planned development of a short- 
term treasury bills market — considered a 
top priority by many — will be hampered 
by tax rules which will in effect limit par- 
ticipation to entities incorporated in 
Japan. Thus, foreign investors will be de- 
nied a new, attractive parking place for 
funds being brought into i out of 
Japan. And the biggest white elephant in 
Tokyo's deregulation could prove to be 
the offshore-banking facility. 

Despite such difficulties, MoF officials 
are optimistic. Few think the constraints 


- 
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| E | 
| London stockmarket: Japanese meri of Article 65 will be lifted completely. But 

—— — no one seems to think that things will re- 
main as they are. “At some time in the near future a con- 
sensus will be reached on how to go on,” commented one 
official. The prime concern ts to get new markets launch- 





And they bemoan the fact that many 
measures taken so far have been hamstrung by bureau- 
‘ratic interference, regulatory roadblocks and parochial 
kirmishing among Japanese banks and brokers. Examples 








^ubound. ed. “We'll worry about their growth later," said an- 
The yen bankers' acceptance market so far has proved to other. O 
E 
that the concession made by the Minis- soon, as it appears that the MoF is fully fledged overseas expansion. The —— j 
try of Finance (MoF) for foreign banks finally resolving the issue of which of its attraction is simply profi 4 


to enter the securities market will break 
the ground for their own assault. In 
some foreign quarters, it is believed, 
somewhat cynically but not without 
reason, that the MoF has welcomed 
foreign banks’ indirect securities trad- 
ing so that Japanese banks will have a 
odii to watch and learn 
hom. hen the lessons are over, and 
the market is thrown wide open to all 
and sundry, competition among the Ja- 
panese interests would make margins 
too thin for foreigners to survive. 
That should not sound far-fetched, 
* some foreigners, if the reasons the 
— banks wanted to write Japanese 
ecurities business in the first place are 


-«xamined, namely, the special market 


bureaux (banking or securities) would 
supervise the activities of a Japanese 
securities company operating as a bank 
in Britain. 


s overseas and domestic securities 

business is expanding, however, 
international syndicated-loan volumes 
are getting smaller as a result of the 
"securitisation" of banking. This has 
pushed Japanese banks into overseas 
corporate-loan business, Prospective 
customers are attracted by low yen in- 
terest rates, though they carry consi- 
derable exchange risks. It has also 
added momentum to the drive on inter- 
national capital markets, where the top 
Japanese banks are often lead mana- 













,espe- - 
cially when compared with the low re- 


turns from lending. 


While Japanese banks have yet to 


buy British securities houses, they are 


seeking to acquire controlling stakes in — 


mo oreign banks. Last vear, —* 
xamples stood out — Sumito 

Bank s purchase of a — w 

terest in Banca del Gottardo, the 

biggest foreign-owned Swiss bank, and 


industrial Bank of Japan’s purchaseof 


51% of J. Henry Schroder Bank, the 
US commercial arm of the London 
merchant bank, Schroders. 

Sanwa Bank is also steppi its 
international investment- aki aie 


tivities. It is now studying ways ibe enter | 


the US securities business and 





segments ope to them (such as gers in securities deals. This area ofin- ing to increase its overseas merger-ai a 
foreign-currency “impact” loans) by ternational investment banking is prov- acquisition work. Sanwa has Success e 
the authorities as concessions were ing p articularly attractive to Japanese fully introduced several foreign com- 
later opened to all Japanese banks. banks and peers tobethekeytotheir panies to Japanese buyers but has yet — — 
All major Japanese banks to manage the reverse. c 
now have securities offshoots Y Bank of Tokyo, Japan'sleader — — 
in London and their next step overseas which writes about 60% — 
may be fo buy, or at least buy of its business outside Japan, be- — 
into, British stockbroking firms. lieves the best for. = 
There has been some surprise foreign e nare not in Bri- — 
in the industry that no Japan- tain or North America but in 
ese bank has yet done so, while Asia, because of rates of —.— 
other foreigners have, in order economic growth. most re- — 
to take advantage of the —— cent expansion is da eer 
lation of the London Stock China, where Bank of Tokyo al- 
change. ready runs representative offices — 


Conversely and to many, in- 
securities 






explicably 

houses sech as Nomitira aiid ^ 
Yamaichi operating in London 

instead are se 








banking 
licences. They may get them 
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Tokyo Stock Exchange: a toe-hold for the banks. 
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> Consolidated Balance Sheet — ae. a z g * A vss 
di Dec embe r 1985 BEEF a + ERE 4 * — i E Prae Wu in millions) TN 
| “Liquid funds 
... Marketable securities _ E 
l n - Deposits with banks and other financial institutions 
Loans and advances 
~ Investments in affiliates 
— Interest receivable 
M Other assets 
5 p r e mi ses ande equipment 
Total assets 


Liabilities A | 7 
Deposits from: customers. | | 
. Deposits from banks and other financial institutions 
. Certificates of deposit. - | 
-interest payable 
Other liabilities ta q 
Proposed d ividend | 


Pl Total liabilities. 


— resources . 
| den in | notes sand bo Ads i 


Shan E 
E Reserves 
Retained ear nings 


Total capital r. resources. 
Total liabilities and capital resources 


At the Ordinary Shareholders General Meeting held on March 49. 1986 dd 
Arab Banking Corporation (B.S.C.) ratified the audited. consolidated Fina 
for the year ended December 31, 1985 and approved the at ropriation of 

proposed by the Board of Directors se fallows: 


Profit Sefora loan loss | provisions 
Loan loss | provisions 


Net profit for the year 
Retained earnings at beginning of the year 
Profit available for appropriation 
Appropriations 

Statutory reserve 

General reserve 

Extraord inary fi inancia ial reserve 


ained earnings at end ofthe year 
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‘bank with perfor 
Head Office: P.O. Box 5698, Manama, Bahrain. Telephone: 232235. Telex: 9432 ABC BAH BN 
For a copy of the 1985 Annual Report, please contact the Head Office. 
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€ Satalogue of 
] errors with 
Ja public interest 


ey Robert Cottrell in Hongkong 
T: Hongkong Government has found that bailing out 





tottering banks is a habit which is hard to break. Be- 
| tween June 1985 and March 1986, public money was 
T used to enable the continuation of business at no fewer than 
. four locally incorporated banks — Overseas Trust Bank 
(OTB), Hongkong Industrial and Commercial Bank 
AHICB). Ka Wah Bank and Union Bank. 
— Two of those troubled banks, OTB and its subsidiary 
— HICB, were taken over directly by the government last year to 
forestall their outright collapse, joining in public ownership 
the Hang Lung Bank (HLB), which was laken over in 1983. 
| Ka Wah Bank was by March this year in the process of being 
| taken over by a state-owned Chinese company, the China In- 
. ternational Trust and 
- Investment Corp., but 
| i subject to a Hongkong 
| Government guaran- 
| tee of Ka Wah’s loan 
| book. Union Bank was 
dq an unlimited line 
Eben credit 
] 7 March to protect 
| it from liquidity prob- 
. lems while merchant- 
= banking advisers Jar- 
| dine Fleming took 
| over the short-term 
running of Union 
| Bank and looked for a 
Em buyer. 
i LB, OTB and 
— HICB were taken ove: 
| by the government! 
when they became 
hopelessly insolvent as 
| the apparent result, at 
. least in part, of irregular actions on the part of some 
of their officers or directors. Ka Wah wiped out its 
net worth with irrecoverable loans to borrowers in Singa- 
re and Malaysia; Union Bank was running into prob- 
| ems on about 20% of its HK$1.4 billion (US$179. mil- 
— lion) loan book in mid-1985 when chairman Oen Yin-choy 
| | lett for medical treatment in San Francisco and stayed 
| there. 
| Nobody, except Hongkong's Financial Secretary Sir John 
E emridge and his close colleagues, knows exactly how much 
this catalogue of errors has cost the Hongkong public: the 
- troubled banks have been financed out of money held in the 
| Exchange Fund, a government account the size and transac- 
P. tions of which are secret. It can be deduced from published 
data that the size of the Exchange Fund is at least HK$35 bil- 
lion, while the cost of supporting the troubled banks proba- 
— runs to at least HK$3 billion. 
The Exchange Fund exists to protect the value and stabil- 
I m the Hongkong dollar. Officials say that the forestalling 
_of bank collapses is one important factor in maintaining con- 
fidence i in Hongkong's monetary system, justifying the use of 
Exchange Fund resources. Critics of the government rescues 
say that banks do not deserve special treatment, and that 
government should let a fraudulently or incompetently man- 
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d bank. coll: apse ji ó ab ed textifes nill or E 
oper. Legislative —— Martin Lee has 
parte! that, regardless of the fundamental merits of banking 
rescues, they should be carried out only with public accoun- 
tability of the money involved — not behind the veil of Ex- 
change Fund secrecy. “Secrecy begets suspicion,” said Lee 
on 26 March, attacking the Ka Wah bail-out. 

The Hongkong Government's recent actions invite the 
deduction that wherever serious problems of liquidity or sol- 
vency arise, through criminality or bad management, public 
money is available to support any ailing locally incorporated 
bank — the equivalent of a universal deposit-insurance 
scheme, but funded by the public in general rather than 
banks in particular. Banking Commissioner Robert Fell and 
his colleagues are, meanwhile, doing their best to reduce the 
likelihood that another bank will come calling on the Ex- 
change Fund's services in the future. 

The propping-up of Ka Wah and Union Bank has taken 
care of the two most obvious banking-sector problem cases 
which remained after OTB's collapse. Another small and 
bad-debt-burdened bank, the Kwok family's Wing On 
Bank (WOB), succeeded earlier this year in getting itself 
taken over by Hang Seng Bank, a subsidiary of the Hong- 
kong and Shanghai Banking C orp. (HSBC). The WOB take- 
over Was arare example of a private-sector bail-out; but in re- 
ality, the bail-out was only possible because funds of the 
Kwok family-controlled, publicly quoted company, Wing On 
( Holdings), could be 
used to  recapital- 
ise WOB's balance- 
sheet sufficiently to 
make it accept- 
able to Hang Seng 
Bank. 

Two other small 
local banks have 
within the past vear 
recapitalised. them- 
selves using Middle 
Eastern money: Sun 
Hung Kai Bank was 
taken over in March 
1985 by the Arab 
Banking Corp., 
while Hong Leong 
Co., parent of the 
Kwek family's Dao 
Heng Bank, an- 
nounced in Feb- 
ruary this year that 
the Government of Kuwait Investment Office (KIO) would 
underwrite a HK$241 million rights issue, one result of which 
would be to raise the KIO's shareholding in Hong Leong 
from 25% to about 44%. 


ist 2 iS T tw ouk la 











Lee: strong critic. XINHUA 


tor amounts to the wholesale phasing-out of small, in- 

dependent local banks — not because all such banks are 
badly run or corrupt, but because taken as a group, their 
problems have been so widespread as to make the suspicion 
universal. There has been too great an incidence of owners 
and managers of small local banks using depositors’ money to 
fund their own speculation, protected from discovery by the 
undemanding nature of local bank supervision. Collapsing 
share and property values in Hongkong in 1982-84, and in 
Singapore and Malaysia in 1985, have brought many of those 
situations to the surface, speeded up by the more aggressive 
methods of supervision being encouraged by Fell, who took 
over the Banking Commission job in 1984. 

Hongkong's bigger banks may have been marginal gain- 
ers from business fleeing their smaller competitors, but pro- 
fits growth during 1985 at least was slow: HSBC reported net 
profits 5% higher than in 1984, after tax and transfers to 
inner reserves. (The freedom to conceal profits and provi- 


T» widespread reshaping of Hongkong's banking sec- 
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sions within secret inner reserves makes any Hongkong 
bank's published performance at best an approximate indi- 
cator of the underlying true performance.) 

HSBC, like many other local and international banks, was 
hit by the collapse of the Tung shipping group, a reconstruc- 
tion of which is still being negotiated with creditors. With the 
Chao family's Wah Kwong group also in debt negotiations 
and Grand Marine long gone, only Sir Yue-kong Pao's 
World-Wide group, among major local shipowners, has rid- 
den out the sector's financial crisis. 

Benk of China (BoC), the Peking-owned major rival of 
HSBC, continues to push aggressively for an increased share 
of local loans and deposits. It made some HK$2.2 billion in 
new loans to industrial borrowers in 1985, an increase of al- 
most one-fifth over 1984. It took part in 15 loan syndications 
which raised a total of HK$5 billion, more than half of which 
represented finance for projects in China. 

For the banking sector in general. however, new loan 
business has been proving hard to find. Total Hongkong dol- 
lar loans and advances for use in Hongkong increased just 
9% in 1985 to HK$192 billion. Loans to companies for prop- 
erty and construction, which vaulted through the property 
boom earlier this decade, fell sharply from HK$39 billion to 
HK$34 billion, presumably reflecting some write-offs as well 
as repayments, Private individuals apparently taking advan- 
tage of lower property prices to buy their own homes pro- 
vided most banks with their main source of new credit de- 

mwaaa WES =o mand: bank lend- 
ing for this pur- 
pose rose from 
HK$17 billion to 
HK$22 billion 
during the year. 

With deposits 
growing at a fast- 
er rate than loans 





Ra: - PF we banks are neces- 
EA . Eod ES sarily investing a 

28| higher proportion 
of their assets in 
securities. Banks? 
holdings of float- 
ing-rate notes and 
commercial paper 
doubled during 
1985, from HK$12 
billion to HK$24 
billion; holdings 
of other securi- 
ies, including some land and buildings presumably acquir- 
ed from defaulting property-boom borrowers, rose from 
HK$15.5 billion to HK$28.4 billion. Banks have also been 
issuing and buying more of one another's certificates of de- 
posit (CDs) — reflecting a judgment that, though customer 
deposits are readily available, prevailing interest rates are 
low enough to make banks want to "lock in" long-term de- 
posits at fixed rates. During 1985, banks' negotiable Hong- 
kong dollar and foreign-currency CDs outstanding rose 
from HK$11.6 billion to HK$14.2 billion. The growth was 
much sharper in Hongkong dollar CDs alone, the value of 
which more than doubled, from HK$4.8 billion to HK$9.4 
billion. 

But for Hongkong's biggest banks, the fastest-rising as- 
sets have been physical ones — a trio of new head offices for 
HSBC and the Hongkong branches of BoC and Standard 
Chartered Bank. The hi-tech HSBC building is already in op- 
eration, its laser-lit HongkongBank logo blinking out above 
Central District. The 50-year-old old Bank of China building 
next door to HSBC will remain, but BoC itself is due to move 
to an I. M. Pei-designed triangular skyscraper now under 
construction across the road; on the other side of HSBC, 
Standard Chartered plans to redevelop a new, taller head of- 
fice on its existing site. oO 





HSBC building: growing physical assets. 
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HONGKONG REGULATION 
Fresh powers | 
totacklea 
deadly mixture’. . 


By Anthony Rowley in Hongkong z l 
Te: collapse of two major banks in Hongkong over 





past few years and their subsequent takeover by the 

government, plus the perilous state of a third — whdse 
future the government is having partly to underwrite — was 
certainly ground enough for a major re-think on official reg- 
ulation of the banking sector. The fruits of that re-appraisal 
appeared in March in the shape of the new Banking Bill. 

A document of some 153 clauses, the bill amalgamates the 
separate Banking and Deposit- Taking Company (DTC) Or- 
dinances, which have governed the two sectors up to now. 
This means that Honakoa 36 licensed (bank-like) DTCs 
and its 279 registered (finance-company-like) DTCs will in 
future be regulated along much the same lines as the 150 


licensed banks im the 
territory. 
Not before time. 


given that major DTCs 
such as Dollar Credit 
and Dominican Finance, 
along with a clutch of 
others, have also col- 
lapsed in recent years, 
But it is the collapse of, 
first, Hang Lung Bank, 
then Overseas Trust 
Bank (OTB) and, more 
recently, the near-col- 
lapse of Ka Wah Bank, 
which provides most 
cause for alarm. because 
of the greater exposure 
which the smaller depo- 
sitor has to banks, com- 
pared with DTCs. 

One common factor 
behind the problems of 
all these local Chinese-controlled banks was their manifold 
and complex links with Overseas Chinese businesses and 
businessmen throughout Southeast Asia, especially within 
Malaysia, Singapore and Thailand. The concentration of 
(often unsound) loans this resulted in helped bring about 
their downfall, despite the nominal restrictions which existed 
in the Hongkong Banking Ordinance against such over-ex- 
posure to single borrowers or connected groups. 

A Banking and DTC Commission pre-occupied in the 
past with ensuring the observance of technical — and often 
largely meaningless — ratios such as those governing an in- 
stitution’s financial liquidity had made little if any attempt to 
ascertain whether apparently separate borrowers were in fact 
connected. This seems to have been the case even when bank 
or DTC loans were spread across relatively few borrowers 
and heavily concentrated in one country. The “quality” of as- 
sets appears to have been largely ignored. 

These faults cannot be laid at the door of present Banking 
Commissioner Robert Fell, nor entirely at that of his pre- 
decessor, Colin Martin. They reflect the general attitudes of 
laissez-faire and caveat emptor which permeated the running 
of Hongkong’s economy under former financial secretary Sir 
Philip Haddon-Cave. 

In a speech on the new banking bill which he gave in 
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Panic at Hang Lung branch: 


E 


cause for alarm. 





mid-March, Fell himself admitted that: ' . the biggest 
problem in past experience in Hongkong has been too great a 
concentration of lending — too great an exposure to a group 
or connected groups or to a sector of industry in a particu- 
lar country. Sometimes there has even been a deadly mixture 
of concentration to a particular group in a particular coun- 
try." 

However, the new banking bill, officially gazetted on 7 
March, at last marks a serious attempt on the part of the au- 
thorities to prevent banks and DTCs from over-exposing 
themselves to connected groups of borrowers, in or outside 
Hongkong. A number of clauses in the new bill bear upon 
this crucial and previously neglected aspect of regulation. 
The principal one is Clause 81, which limits advances to any 
one person or to companies connected by shareholdings or 
directorships to 25% of the capital and reserves of the lend- 
ing institution. 

Although the existing banking and DTC ordinances con- 
tain similar stipulations, little, if any at- ; - 
tempt has been made to find out whe- | 
ther notionally separate borrowers are 
in fact connected, thus making a moc- 
kery of this technical and supposedly 
prudent limitation on lending. Some 
banks even instructed their analvsts to 
find ways around the largely ineffective 
restraints on lending to linked persons 
or groups. Hongkong-registered com- 
panies, often having nominee share- 
holders, were used as conduits for 
siphoning off Hongkong bank and DTC 
funds to dubious offshore borrowers, 
often Overseas Chinese groups. 

Fell claims that things will be differ- 
ent as and when the new bill becomes ef- 
fective, which should be around the end 
of May. (It was formally introduced in 
the Legislative Council [Legco] by Fi- 
nancial Secretary Sir John Bremridge 
on 19 March, prior to a substantive 














he will simply shift the onus for disclosure on to the lending 
institution concerned. Failure to comply would presumably 


be deemed an undesirable. business practice, carrying the 


possible penalty of fines up to HK$200,000 (US$25,641), or 
imprisonment for two years for directors and managers. The 
ambit of such inquiry is being widened to include companies 
outside Hongkong. 


uch will thus hinge upon the quality and regulation 
of inspection by the banking commission, but with its 
staff being increased from 160 to around 200, includ- 
ing the appointment of new "senior people," over the next 
two years, Fell is confident that he can cope. Computerisa- 
tion of the commission's records as from May will improve 
the efficiency of the monitoring operation. 

Lending institutions can, of course, have potentially 
dangerous exposures to borrowers through shareholdings as 
well as through advances. Clause 64 of the new bill requires 
them to disclose these where beneficial 
| ownership exceeds 20% of the lender's 
share capital. Clause 87 limits bank and 
DTC shareholdings in other companies 
(except other banks or DTCs) to 25% of 
capital and reserves, except where the 
lender acquires such shares in the satis- 
faction of debts due to it. Even then, 
they must be disposed of in 18 months. 
Banks’ and DTCs’ holdings in land, in 
or outside Hongkong. are limited t« 
25% of shareholders’ funds. 

The ownership and control of banks 
and DTCs is also coming under stricter 
regulation. Any one acquiring 10% or 
more. of a Hongkong bank or DTC 
must, under Clause 70, obtain the bank- 
ing commission's approval before they 
can vote the shares — which is in ad- 
vance of general companies legislation 
in Hongkong. A fit-and-proper-person 
requirement is also introduced under 











Legco debate in May.) "We are really * 
tightening the screws on related lending,” Fell commented to 
the REVIEW. 

The turning of the the screw involves not only Clause 81 
but also a new one, Clause 82, which gives the commissioner 
blanket powers to order any bank or DTC not to engage in 
“business practices” which “will or may cause the soundness 
[of the lending institution] to be dependent on the soundness 
of the financial position of a single party.” 

If such devices as nominee shareholdings are used to con- 
ceal the identity of borrowing groups in future (and where it 
Is not possible to get behind such nominees with the coopera- 
tion of regulators in other banking jurisdictions), Fell claims 





Clause 72, covering the “controllers” of 
banks and DTCs. This brings banking legislation into line 
with insurance legislation in Hongkong. Banks will be pre- 
vented from paying dividends until their paid-up capital and 
reserves reach HK$200 million, or HK$150 million for a 
licensed DTC (HK$20 million for a registered DTC). 

The relationship between official banking examiners and 
outside auditors of banks and DTCs is strengthened, allow- 
ing either side to call à tripartite meeting, with the bank/ 
D'TC's management also represented. Formalising this in law 
should help prevent the kind of conflict-of-interest dilemma 
which professional auditors found themselves in previously 
when they were unhappy about some aspect of a bank or 
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secure your Overseas Deposits 
with the worlds leading bank. 


It's as easyas ABC. 





Citibank Asian Banking Center. 


Asian Banking Center was created to help 
individuals and businesses diversify their 


assets and to look after their particular 







Backed by the world's leading bank. 
Citibank has more than 80 years’ experience 
in Asia. We have 2600 branches 


financial needs. and offices in 95 countries, and 
Citibank has established our total assets exceed 
Asian Banking Centers b USS175 billion. 


in Singapore, Hong 
Kong, San Francisco 
and Guam, USA. 










Center, you can 
make use of 
Citibank’s financial 


b At Asian Banking 


A whole new expertise world- 
world of financial © wide. 
opportunities. — Confidential 
Our Asian Banking investment officers. 
Centers are located * Vou Personal 
= Du wo S f Financial Officer is a 

8: skilled professional who 









You can deposit in any 3 
major currency, with a range 
of maturity periods and auto- 


renewal facility. 


You can investin precious metals and arrange 
for credit facilities, foreign exchange 
and remittances to any part of the world. 


will handle all your trans- 
actions and tailor specific 

: financial packages for you with 
the utmost discretion. 


Find out how easy it is to open an account 
with Citibank. Just call us on any of the 
private numbers listed below. 


CITIBANKS® 
The worlds leading bank 
--—-----—--—--—---- st 


For more information, simply fill in the coupon or attach a name card 
and mail to the location of your choice, (All correspondence will be 
treated in the strictest confidence.) 


Asian Banking Center: 

. Singapore: 1 Shenton Way, Singapore 0106. Tel: 224-5757 
Telex: R522462 CITABC or 268 Orchard Road, Yen San Building, 
Singapore 0923. Tel: 732-2288. Telex: R537446 CITABC. 


* Hong Kong: Lee Gardens, 37 Hysan Avenue, Causeway Bay, Hong Kong. 


Tel: 5-761390 Telex: 73243. FNCB. 


* San Francisco: Citicorp Center, 24F, One Sansome Street, 
San Francisco, CA 94104, USA. Tel:(415) 627-6495. Telex: 278374 


* Guam, USA: Citibank NA, 402 Marine Drive, PO Box FF, Agana, 
Guam 96910. Tel: (671) 477-9881 thru 8. Telex: 7216159 CITIBK. 
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The Mandarin, Jakarta. 
Our location is only one of 
our S s. 
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Being the 
one hotel situated in 
Jakarta`s business centre 
certainly presents obvious 
advantages. 

For one thing, it will leave 
you with ample time to work out in our 
superbly equipped health centre. 

You ll be quite taken, too, by the other 
considerations that we've shown the executive 
traveller. 

In the furnishings of our unusually 





large rooms for instance. And having Jakarta 's 
finest continental and Chinese restaurants within 
the hotel. 

Service standards throughout the hotel reflect a 
major investment in staff training. So that you will enjoy 
the same degree of excellence that is synonymous with The 
Mandarin, Hong Kong and The Oriental, Bangkok. 









A member of Mandarin Oriental Hotel Group 


Hong Kong: The Mandarin. Manila: The Mandarin, Jakarta: The Mandarin 





Vancouver: The Mandarin. San Francisco: The Mandarin (1986 
Bangkok: The Oriental. Macau: The Oriental 

Singapore: The Oriental (1986) Kuala Lumpur: The Oriental (1986 
Hong Kong: The Excelsior, an Associate of Mandarin Orienta 

For reservations, call The“Jeading“Hotels of th®World or your travel agent 








WWF Kojo Tanaka BCI 


‘Lhe 
Giant Panda 
needs your help 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that’s just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites—all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People’s Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money - your money. 


Please send contributions to the WWF 
National Organisation in your country or direct to: 
WWF International, 1196 Gland, 

Switzerland. 


WORLD WILDLIFE FUND 


WWF acknowledges the donaniom of this space by 
Far Eastern Economic Reuieu 
Advertisement prepared as a public service by Ogilvy & Mather 
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International financial services? _ 
We talk your language. 








waz nmm We're talking Euro-yen capital market activities. And we're talking business 
so oop MÀ Total Deposits P" a Japan. In fact, we're multilingual, capable of talking many of the languages 
I. OR YUAN 4 you speak, like currency and interest swap transactions. We're also quite 
20000 "MEI fluent at making order-made financial plans for you. 

pe cce These talents grow out of over $165 billion in assets, making DKB the 


("MM strongest funding base in Japan. We offer services that are worldwide, 


: y integrated and completely comprehensive. That's how we got to be who we 
8! — '82 83 84 5s are. Not just by being friendly, but by talking your language. 


We have your interests at heart 


DAI-ICHI KANGYO BANK 





Head Office: 1-5, Uchisaiwaicho 1-chome, Chiyoda-ku, Tokyo 100, Japan Tel. (03) 596-1111 


jon Branches 
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After 90 years of early rising, we're still on top 
at the end of the day. 


Across three generations of doing business inthe Middle East, we ve 
always made a point of providing financial services destani dto meet 


the spec ial needs of the region 


We know the Middle East financial markets beuer than almost ans 


other bank. And, by using rhe latest banking technology. we're bette! 


Kt 


Maced to serve vou in these markets 


As a member of the HonekoneBanhk group, we can ofler you direct 


links with more than 1.200 bank ollices in 55 countries 


Not lorgetting ol course. the Tull benelits Of almost a century s 


nrolessionalism, intezrit and trust 


The Gulf-based bank with global connections. 


The British Bank of the Middle East 


Bahrain Djibouti India Jordan Lebanon Oman Qatar Switzerland 
United Arab Emirates United Kingdom 


p4 


member HonghkongBank group 


ton WIY RAA Ter 01-493-3111 19*5 Brompton Road, Lond 


01-581-40321 


6 












E~ ia 1 —— 


13 — ye ve: EDS EN T X t T m i ae ES ier Mrs, 
|. |. DTC but hesitated to call officia | at enton fo it. Secrecy recy pro- 
visions which prevented the banking commission approach- 
ing the Hongkong Society of Accountants for fear of disclos- 
ing the identity of a particular bank or DTC have been cut 
through. All this Rn Hongkong ahead of other jurisdic- 
tions, such as the City of London. 
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Hongkong has also gone ahead even of the Federal Reserve | 


in New York in its detailed classification of how risk assets are 
to be treated for purposes of determining a bank's or DTC’s 
ratio of risk assets to capital. In future, institutions in general 
will have to restrict the ratio to 5% or 20:1, which appears 
quite liberal, though it can be raised to 8% for banks and 
10% for individual DTCs, at the commissioner's discretion. 
Some of the weightings set out in the bill for different types of 
risk assets may well be varied before it comes into effect. 
Liquidity requirements for lending institutions have been 
rationalised to some extent, with an attempt made to sepa- 
rate banks and their branches so as to look through at who is 
lending what to whom and whether the liquidity is thus 
genuine. Fell admits that some window-dressing of liquidity 


ratios will still be possible, but feels that the latest approach is 


more realistic than 
previously. Likewise, 
the provisions cover- 
ing letters of comfort 
which foreign-based 
banks supply to cover 
lending by their sub- 
sidiaries in excess of 
normal limits have 
been rationalised. 

The biggest criti- 
cism of the new bank- 
ing bill so far has 
been that it apparently 
gives the commission- 
er draconian powers, 
ap which people 

ike David Li, head of 
the Bank of East Asia 
and a champion of lo- 
cal Chinese banking 
interests, feel could 
possibly be open to 
abuse by future regulators. For instance, Li is unhappy about 
the need to appeal to the Governor in Council against cer- 
tain measures which the commissioner may enforce under the 
bill. 

Fell claims, however, that the bill contains few new pow- 
ers — Section 13(1) of the old ordinance, for instance, per- 
mitted him to order a bank to do just about anything — but it 
does give wider discretion in actually using those powers. Fell 
also claims that, with powers of appeal to the Governor in 
Council, or the financial secretary in certain cases, there are 
adequate checks and balances built into the legislation. 

The fact that the bill enshrines the need to police the 
banking and DTC sector effectively as a government duty 
(rather than simply as part of the commissioner's official jo 
description as in the past), is something which Fell sees as a 
real plus point. 

Hongkong can ill afford any further bank or DTC failures 
and that applies to the territory's finances as much as to its 
reputation as a financial centre. While the government overt- 
ly carried the burden for taking over Hang Lung and OTB, it 
has assumed a more covert responsibility in the case of Ka 
Wah. The Peking-based China International Trust and In- 
vestment Corp. (Citic) is taking over Ka Wah, but the Hong- 
kong Government has counter-guaranteed Citic against any 
unexpected bad debt which may show up in Ka Wah's books 
after the takeover. Some see this as yet another sop to China 
and feel that the ailing bank ought to have been taken over 
openly by the government and then re-sold to the highest bid- 
der — as Hang Lung and OTB are supposedly going to be at 
some time in the future. o 


^ 


Fell: wider powers. SOUTH CHINA MORNING POST 
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SINGAPORE Seer ce 


Changeinthe — 
air and probably 
more to come 


By Nigel Holloway in Singapore A 
S ingapore’s local and foreign bankers face contradictory 






































signals from the market and from the authorities. A 
considerable amount of optimism has been generated 

by a committee under Acting Trade and Industry Minister 
Lee Hsien Loong, the prime minister’s son, which has 
examined how to modernise Singapore's rapidly aging econ- 
omy. DA 
Banking comes high on Lee’s list of fast-growing indus- | 
tries for the future (as well as in the past), and the committee - 
has some realistic suggestions on how to boost financial se — 
vices over the next 10 years. The trouble is, immediate eco- 
nomic prospects have become so bleak that banks have little 
time or energy to look beyond the growing number of ailing 
debtors. M. 
The final report of Lee's Economic Committee, called 
The Singapore Economy: New Directions, says that Singa- 
pore should aim to become the Switzerland of Asia for risk 
management, fund management and capital markets. To 
achieve this, it says, Singapore must promote entrepreneur- 
ship in financial services via “a more conducive fiscal and reg- 
ulatory environment." The city-state must also attract and 
develop expertise in banking and finance. - 
According to the committee, there are seven growth areas — 

in which Singapore has comparative advantage: 1 
» Risk. management, — 
such as foreign-ex- x 
change trading, money- — 
market operations and 
dealing in capital-mar- | 
ket instruments. In - 
order to add depth — 
and liquidity, the | 
Monetary Authority of — 
Singapore (MAS), the © 
quasi-central bank, © 
should transact more . 
of its non-Singapore - 
dollar business local- | 
ly. This could divert - 
back home more of 
the country's for- 
eign reserves, worth |. 
$$25.6 billion (US$11.* 
billion) in October : 
1985. * 
> Fund management. 
The committee recom- 
mendis that tax penalties on local and foreign investors using. 
Singapore-based fund managers should be removed. It also” 
wants to allow account holders with the Central Provident 
Fund (CPF), the official compulsory-savings scheme, to have — 
part of their deposits managed by an approved fund man- | 
ager. mí 
» Capital markets. In line with the worldwide trend towards | 
the securitisation of debt, Lee's group suggests changing the | 
laws to facilitate the issuance, trading and investment of debt 
securities. In addition, it says the government should cor d 
sider abolishing the withholding tax on Singapore-dollardebt 





Lee: modernisation. 
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instruments. M 
» Financing third-country trading. The current tax rate of 
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40% on income from such trading compares badly with the 
tax-free status for such transactions in Hongkong. 
> The other three areas are: the unlisted securities market; 
financial and commodity futures, and reinsurance. 

Given the warm response from bankers to the recommen- 
dations, there was some disappointment that bolder mea- 
sures to promote the financial markets were not taken in the 

overnment's 7 March budget. Apart from a cut from 40% to 

395 in corporate tax, the ud on remitted foreign income 
was only reduced to 1095. The banking and financial-services 
sub-committee under Lee had proposed a one-year 
moratorium to allow tax-free repatriation. More encourag- 
ing was the cut from 40% to 15% on interest income of non- 
residents. 

Finance Minister Richard Hu and other government lead- 
ers have indicated, though, that these measures are not the 
end of the story. Further tax breaks for moneymen may be in- 
troduced along with new measures to liberalise the CPF and 
to develop Singapore as a fund-management centre for non- 
residents. The cabinet is still some way from reaching a con- 
sensus on how far to accept the major recommendations 
from the committee. The most important question for the 
banking scene is, as always, how far 
the MAS will relax its controls to allow 
entrepreneurial talents to blossom. In 
the words of the final report: “While 
continuing to control and supervise 
the financial sector, MAS should pay 
greater emphasis to its developmental 
role.” 

As chairman of the MAS as well as fi- 
nance minister since January 1985, Hu's 
publicly stated instincts have been to re- 
duce the government's involvement in 
the economy. He has given the impres- 
sion of a man who seems uninterested in 
politicking and is entirely concerned 
with getting the job done. But it has 
taken him a long time to make his mark 
on the development of the financial 
markets. It has been difficult for Hu to 
shrug off the impression of living in the 
shadow of his predecessor, Goh Keng 
Swee, who now divides his time be- 
tween the jobs of deputy chairman of 
the MAS and of consultant to the 
Chinese Government on special econo- 
mic zones. It was Goh who publicly kill- 
ed speculation last year that the govern- 
ment was ruminating about inter- 
nationalising the Singapore dollar. 
Later in 1985, the former deputy prime 
minister's hand also appeared to lie be- 
hind the short, sharp shock meted out to foreign-exchange 
operators who were hoping to profit from a fall in the cur- 
rency. 


centre has seemed academic since the collapse in 
November of Pan-Electric Industries, a hotels-to- 
shipping concern which was found to owe $$450 million to 
more than 30 creditor banks (REVIEW, 12 Dec. 85). The sub- 
sequent closure for three days of the stock exchanges in 
Singapore and Kuala Lumpur and reverberations thereafter 
have done more damage to Singapore's image as a clean/ 
green financial centre than any single event since the island 
began to vie with Hongkong for financial business in 1970. 
'The fall of Pan-El has threatened to undermine the entire 
stockbroking industry, which would deal a major blow to 
their creditors, the banks. At the end of November 1985, 
they had lent S$1.1 billion to the 24 stockbrokers, of which 
S$705 million came from foreign banks and S$241 million 
from local ones. This excludes the financing from S$617 mil- 
lion-worth of outstanding forward contracts, plus an un- 


M uch of the talk of developing Singapore as a financial 








The MAS: how much relaxation? "095m7 cores 


known sum lent to individual investors for share transactions 
and all the other lending collateralised by equities. Securities 
and equities comprised 7.2% of banks’ total assets, of $$70.6 
billion, at the end of 1985. 

By the end of March this year, the level of loans to the 
brokers had fallen by a quarter and the value of unfulfilled 
forward contracts by 39%. But declining share prices have 
weakened the stockbrokers’ capital base, as well as that of 
other investors, putting further pressure on the banks. In ad- 
dition, the market's slump has forced the big four local banks 
(Oversea-Chinese Banking Corp. Joca DBS Bank, 
Overseas Union Bank and United Overseas Bank) to be- 
come more heavily involved in the Singapore stockmarket 
than ever before. 

First, the four banks arranged a S$180 million lifeboat 
facility which could be drawn by brokers who had trouble 
meeting their obligations. Its onerous terms prompted many 
potential borrowers to look elsewhere for money. Secondly, 
the big four established their own broking outfits, a move 
which the established members reluctantly accepted. 
Thirdly, top executives from each of the big banks were as- 
signed to a powerful eight-man supervisory committee under 
the chairmanship of J. Y. Pillay, manag- 
ing director of the MAS. The group was 
set up last December to support the 
committee of the Stock Exchange of 
Singapore in strengthening the overall 
management of the stockmarket. 

In a sense, the moves were an institu- 
tional recognition of the fact that the 
fortunes of Singapore's securities indus- 
try, and of the local and foreign banks, 
were inextricably interwoven. Even stif- 
fened by a bankers’ whalebone, the 
Singapore stockmarket’s long-term 
prosperity remains in some doubt. 

All the banks have had plenty of 
other problems to contend with. Singa- 
pore’s gross domestic product con- 
tracted by 1.8% last year, the first an- 
nual decline for more than 20 years. The 
government believes there will be little 
sign of recovery until the end of 1987. 
Deposits of non-bank customers rose by 
a mere 2.6% to S$28.7 billion at the end 
of 1985, while loans and advances inch- 
ed up by 1.5% to $$37.4 billion over the 
same period. The big four's annual re- 
sults for 1985 bear eloquent testimony 
to the squeeze on the banking industry: 
net attributable profits for these groups 
fell by between 17% and 28%. The 
poorest performer was DBS, where at 
the group level, net attributable profits totalled $$86 million 
last year. 

Chasing after bad debts has not taken up bankers’ entire 
time, though. The trend away from syndicated loans towards 
tradeable-note transactions has caught on in Singapore. One 
estimate suggests that in the first nine months of 1985, banks 
had issued at least 16 revolving underwriting facilities and 
note-issuance facilities. Of these, nine were denominated in 
US dollars (total value US$675 million) and seven in Singa- 
pore dollars (value $$430 million). Issuers have been taking 
advantage of the cheap money available in the island's 
money market to borrow at rates more than two points below 
commercial banks' prime rate. Nine facilities were arranged 
by Singapore International Merchant Bankers, a joint ven- 
ture of OCBC and the London merchant bank, Schroders. 

Although syndicated lending has become less fashion- 
able, Singapore's Asiadollar market continues to grow. As- 
sets of Asian Currency Units (ACUs) rose by 21% to 
US$155.4 billion in 1985. (The total value of ACU assets had 
grown by only 14% the previous year.) Clearly, competition is 

ierce in any area where the banks can see some growth. — Kl 
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THE QUEST FOR THE WORLD'S 
FASTEST RED HERRING 
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P If theres a formula for suc- 
cess in the financial community, it 
surely has something to do with the 
flow rate of information. 















DG? The faster word of the deal goes 
Aa i Hy out, the faster the response. 
E iN In our business—financial printing—the 


B JING 
P j ph word goes out in a “red herring” a prospectus 
Fox! written to tell a financial story in full, printed with 
VW '/ total accuracy, and distributed with all possible speed. 
V. / But just how fast is that? 

We're working on a new system of measure. It's 
y an on-going project. Back in 1973, we taught computers our 
ZU trade. And computers did for us what they've done for many— 
E" dramatically increased our speed. Then we extended our lines of 
d p" communication across the Atlantic to London and the financial centers 
// /»" of Europe. 

H Now, we're pleased to announce links with Asia, the Far East, 

and Australia. Today, with new generation technology, we can deliver an entire 
job to almost any major financial center in the world in a matter of minutes. 

In the race of the red herring, we intend to see the winners all 


wearing one color. Pandick Blue. 








$3 PANDICK, Inc. 


345 Hudson Street, New York, N. Y. 10014 


Full-service offices and plant affiliations in financial centers throughout North America and the world. 
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troversy, as one of the most conspicu- sult. 
ous and successful of foreign incursions However, a tax 
-~ into the local economy — providing audit on 15 of the 
—  Joans and services to private companies larger banks, which 
. . and acting as intermediaries in arrang- began in March 1985 
» A ing offshore loans to so borrow- and was conclud- 
. . ers amounting to US$46.7 nasat ed 12 months later, 
= end-1985. Largely owing to the sorry has raised a great 
showing of the local commercial banks, deal of concern 
the foreigners, whose market share is among the banks be- i - 
much smaller than the locals, consis- cause the authori- | Anti-US demonstration: burning issue. 
tently report higher collective profits ties are trying to re- 3 
than that earned by their domestic interpret their methods of collection hitherto have not been covered by local 
counterparts. in some areas of business that the tax authorities: head-office expenses 
During the latter half of 1985, as banks themselves find difficult to tabu- related to local operations, which many 
anti-Americanism became a burning late. banks deduct from their returns; ex- 
— issue on campuses and in the press, the According to the results of the penses in local offices for loans booked 
. banks found themselves in for fresh audit, most of the 15 will have to pay abroad, and the costs of raising funds 
— criticism. In November, they were  taxesretroactively with penalty charges on forei loans. John Torp, 
-  roundly chastised by members of both under the new interpretations. Bankers who heads the Fo Bankers' Group 
green and on parties in say that the effect of the changes will in Seoul and also the branch office of 
e national for the “exces- vary by bank, and they expect other Bank of America — one of the 15 under 
sive profits" they were said to * branches to be charged accordingtothe audit — said: “Avoiding taxes is not 
The administration, which in early 19 new guidelines before long. our method of business here or any- 
announced a gradual programme for e audit focuses on t aspects where else, but if they think they need 
“national treatment" to be accorded to of the foreign banks’ business which to monitor these areas and create new 
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SOUTH KOREA 
Mountains of bad 


debt, but life can 
only get better 


By Paul Ensor in Seoul 

e 1985, a tough year for the economy as a whole and one 
which had very harmful ramifications for the banks. 

Overshadowing their operations last year were huge volumes 

of un-repaid (and un-repayable) loans borrowed by “prob- 

lem" companies and industries. 

While exact figures remain a deep secret, financial 
sources here say more than half of the loans extended by 
South Korean commercial banks last year went to support 
deeply distressed firms unable to repay existing loans. These 
include a large number of shipping and construction com- 
panies, in addition to the Kukje group, which went into re- 
ceivership in February 1985 with debts of around Won 1.1 
trillion (US$1.24 billion). According to recently released fig- 
ures, in 1985 the country's five commercial banks put aside 
Won 126 billion in loan-loss reserves, up 88.6% from the pre- 
vious year and more than three times their combined 1985 
profits. 

For the banks, supporting these crippled customers has 
proved an extremely heavy burden — so heavy, indeed, that 
in June, Finance Minister Kim Mahn Je (who has since been 
promoted to the post of deputy prime minister and minister 
for economic planning), announced bail-out loans to the 
banks from the Bank of Korea at specially low rates — 





outh Korean banks were not sorry to see the end of 
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Won 500 million at 3% a year. 
Kim argued that the loans were 
necessary if the profitability of 
the banks is to be improved, an 
important part of overall finan- 
cial policies. 

The difficult times the banks 
experienced last year were a re- 
flection of the problems in the 
economy as a whole. The 222 
companies publicly listed on the 
Korea Stock Exchange (which 
include most of the major trading 
and construction companies), 
showed a 20% fall in profits, 
against a 12.4% rise in turn- 
over. Of those companies, the 
non-financial firms, which num- 
bered 218, collectively paid Won 2.25 trillion in interest 
rates, or three times their total profits. With debt:equity 
ratios averaging 7:1 in the big groups, the added weight on fi- 
nances due to interest payments is dramatically sharpened 
when profits fall. Currently, 23 companies are in a state of in- 
solvency, being managed by other firms with regular injec- 
tions of cash from the banks. 

The signs for the coming vear are for an upturn in the 
economy, boosted by lower oil prices, falling international 
interest rates and some benefits to South Korean exports 
owing to the rise in the value of the Japanese yen. Bankers 
are hoping that this will mean a better year for the corporate 
sector and less trouble-shooting for the banks in 1986. The 
government seems determined to deal with the problem of 
insolvent companies quickly, announcing in February some 
guidelines for their dissolution. The guidelines contain very 
little that is new, seeming more to be a statement of intent. 

The problem loans which surfaced last year are the most 
pressing of a mass of difficulties arising from the banks’ past 
position as channels of funds to the private sector, lending at 








. Those foreigners... 


frequently found themselves the 


Fi banks in South Korea have 
u centre of domestic con- 


foreign banks, has 
been somewhat on 
the defensive as a re- 


























the bidding of the government 
rather than market forces. AI- 
though the banks have been pri- 

vatised since 1980, they are still 
far from the mentality of private, 
profit-oriented businesses, and 
their former bosses in the govern- 
ment have still to shake off the 
habit of taking the banks' obedi- 
ence in all matters for granted. 
Given the heavy regulation of the 
financial sector — where all in- 
terest rates are set by the financial 
authorities — it is not surprising 
that the banks have not been able 
to change quickly. The worsening 
debt-squeeze problem in the past 
year has made it all the more dif- 
ficult for the government to take 
its hands off and liberalise as it has 
repeatedly said it would like to do. 


ven the most entrepreneu- 
E: South Korean banker 

would find his working envi- 
ronment constrained: apart from 
deposits, on which almost all rates 
are set from above, there are ver 
few profitable ways of raising 








money, and many potentially profitable areas of lending ac- 
tivity, such as consumer credit, are virtually impossible be- 
cause of regulations which keep rates down at impossibly low 


levels. 
To make up for pes practices, 
large a share of cre 





South Korean refinery: economic fillip. 


which resulted in too 
it being funnelled to the large com- 
panies, the government now requires banks to extend at 
least 35% of their loans to small and medium-sized com- 
panies. In the case of the smaller provincial banks, the 
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requirement has recently been 
raised to 80%. 

The banks also face a challenge 
in opaning ood personnel. Dur- 
ing the 19 Üs. top graduates of Mk 
universities flocked to find jobs in 
banks, which paid slightly better 
salaries than the big groups, with 
the added attraction of reliability 
— at that time, many large com- 
panies could not guarantee reg- 
ular salary payments. Now the 
situation has changed, with the 
major groups offering more gen- 
erous salaries than the banks, hav- 
| ing become much more reliable 
| employers than in the past. High 

positions in banks in the past have 

all too often been held by political 

appointees — though practices in 

this area have improved as the f- 

government has pursued its f 

hands-off policies, the problem 
| has by no means disappeared. 
| Along with other financial bodies, | 
such as securities companies, the 
banks tend to be overstaffed. 

South Korean banks are not 
familiar with profitable services, | 


because they have never felt a need to furnish them, Thus, 
consumer-related services are lacking, and even corporate j 
borrowers, who have borrowed such large quantities of cash, 
have received services low on quality, in terms of advice on fi- 
nancial planning. As Park Sang Ki, deputy general maraga 
of research at Korea Exchange Bank, put it: 
back to basics, and be more accurate, more flexible, and x 
pend more on mathematical models with which to consider 
the future and calculate risks.” 


"We have to 


Improvement of the banking 


E 

paap — es ng comfortably since, stage," complained one American - i 
THE FOREIGNERS’ SHARE | but many of the banker. C 

| 60° "ac ooa "m | | smaller banks have - “We I to get away from the ares » 
been kept out by un- of special privileges be treated as 

* | | expected layers of just another bank," said Torp; lending — 
red tape. Few banks to small companies mayinvolverisksto — - 
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formulae, 3 we will of course accept 
them." 


The foreign banks are beginning to 
reap the benefits of the government's 
efforts to put them on an equal footing 
with = — a —— centre 
around the ers’ ac- 
cess to ioeal-cacredcy funds from the 
Bank of Korea. * March 1985, 
foreign banks have been able to tap the 

central bank’s rediscount window for 
fandst to finance export loans, as well as 
being allowed to enter the trust busi- 
ness. Export-loan business has grown 
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have shown an in- 
terest in trust busi- 
ness. This vear the 
foreigners are sche- 

to enjoy access 
to funds for all kinds 
of loans, but the 
exact timing of this 
move remains to be 
set. 

National treat- 
ment 
bearing some of the burdens local 
banks must carry, however. The most 
striking of these are the minimum-lend- 
ing requirements to small and medium- 
sized firms. At least 35% of loans by 
local commercial banks must go to such 
firms, and last year, for the first time, 
the foreigners had to work with a mini- 
mum of 25% of loans, rising to 35% this 
year. Some have been able to confine 


themselves to local companies in joint 


ventures with foreign ones, but others 
have found the search rather difficult. 
“It is just not cost-effective at this 


also means — 


foreign banks that they have not had to — — 
take in the past. The top-tier com- 
panies, to which they have confined 
their business in the past, is regarded as — 
sovereign risk — the government will — 


—— y off foreign lenders in 
case of a is, as was the case last year | 
when the Kukje E. 
(REViEw. 22 Ad BRS). Bank Banks may x 


cover in the future the limits of govern- 
pri support, should loans to small  . 


— Mm m say their business is : z 


becoming much more competitive with —— 
the entry of newcomers and se — * 
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sources. Foreign-exchange lending ading hás — 
suffered owing to slowdowns in the 
overseas-construction and shipbuildi 


62 banks currently maintain a a presence —— 
here, of which 46 have full branch of- — — 


— Paul Ensor 


. 
— 


COMMERCIAL-BANK RESULTS 





sector, according to Park, means “developing tools rather 
than slogans.” 

Another reason the banks have not furnished services of 
this sort to their corporate clients has been the pervasive sec- 
recy surrounding so much in business here. “Once they have 
[gove 'rnment] approval, companies just want us to lend the 
money, no questions asked," said one banker. Thus it is only 
following a disaster, when the government has stepped in, 
that insolvent firms have been forced to admit ownership of 
large, unsold — particularly in the case of property. 

"The answer, in the long run, is liberalisation of the finan- 
cial sector as a | whale, but this will proceed slowly. Early this 
year, interest rates on certificates of deposit (CDs), guaran- 
teed that corporate bonds and financial bonds were freed, 
but few expect this to make much difference to the opera- 
tions of banks in the short run. 

Lee Youn Ho, director of research at the Korea Federa- 
tion of Banks, points out that freeing rates on CDs was the 
first step towards liberalisation of financial markets in the US 
and Japan, and he expects South Korea to follow. He added 
that the current economic and financial environment is espe- 
cially favourable to liberalisation, with low inflationary ex- 
pectations and real interest rates. oO 
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TAIWAN 


The cash bath 
Is no cure 
for profitability 


By Carl Goldstein in Taipei 


aiwan's banks have a problem: they are swimming in 

cash. Last year's massive US$10.6 billion trade surplus, 

and its continued growth this year, have fuelled a 
matching rise in bank deposits and money supply, as central 
bank-mandated foreign-exchange controls require that most 
of the surplus be converted into New Taiwan dollars. 

“This is the first time in our financial history that we've 
faced such a glut of liquidity," said a Ministry of Finance 
(MoF) official. Hence the appearance of an unprecedented 
phenomenon in the past year some bankers are refusing 
new deposits larger than NT$1 million (US$25,000), while 
others effectively accomplish the same thing by offer ing rates 
no higher than money-market rates, now at rock-bottom 
levels 

Longstanding inefficiencies in the banking system make it 
incapable of digesting and spitting out the excess funds 
(through lending). despite loan rates that have fallen to the 
lowest point in years. Most domestic banks are either govern- 
ment-owned or -controlled. Many lending officers function 
like civil servants, preferring to sit on the money unless 
they can make more of the fully collateralised loans that 
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make up the bulk of their portfolios — rather than risk possi- 
ble punishment for making a loan to a company that goes 
bust, or whose owner goes to the US with the firm's kitty. 

As a result. deposits at all monetary institutions stood 
22% higher atthe end of January than the same time a year 
earlier, while loans had gone up only 6%. The extremely 
loose liquidity is putting a big squeeze on banks' already low 
profitability. 

To make matters worse, they have been suffering capital 
losses on their foreign-exchange holdings — estimated at 
about US$5 billion, independent of the more than US$25 
billion held by the Central Bank of China — since the G-5 
meeting of September 1985, at which the finance ministers 
of the five major industrialised nations decided upon a course 
of market intervention to drive down the US dollar. The local 
impact of that meeting was to start the NT dollar appreciating 
against the US currency. Thus, the value of local banks' US 
dollar holdings has been decreasing. By 2 April, the NT dol- 
lar had appreciated 4% against the US dollar since the G-5 
meeting. 

For the foreign banks, 1985 was a year of retrenchment 
and cutbacks, a process which is continuing. A string of 
major corporate bankruptcies have driven bad loans over the 
U$$600 million mark, according to conservative estimates. 
As a result, most of the 33 foreign bank branches have been 
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| Bank of Taiwan; Hsinchu park: finding outlets. 





pruning their loan portfolios ruthlessly. Some have reduced 









they are de-emphasising lending and paying more attention 
to fee-income business, — trade financing and 
foreign-exchange dealing. “These are all becoming more im- 
portant for us in terms of improving our profitability,” said 
M. L. Greenberg, vice-president and manager of Bank of 
America’s Taipei branch, 

It was not only bankruptcies and the unresolved problem 
of unreliable financial statements which are pushing the 
foreign banks in this direction. When NT dollar interest rates 
went below US rates several years ago, the government in- 
structed state enterprises such as Taiwan Power Co. and 
China Steel Corp. to begin paying back their US dollar loans 
before term and to convert the debt into local currency. With 
the completion of this process last year, foreign banks had 
lost borrowers whose steady payments had gone a long way 
towards meeting high overheads. 

Taiwan's financial authorities have made some progress 
in the past year towards loosening restrictions on foreign 
bank branch operations, such as allowing them to go into 
consumer lending, while other moves are expected in the 
near future. These restrictions had led the US, by far 
Taiwan's major trading partner, to apply heavy political 
pressure in an effort to get faster action. "The national-treat- 
ment issue is being substantially. defused," said Steven 
Champion, manager of Continental Bank's Taipei branch 
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and head of the American Chamber of Commerce's banking 





committee. 

A MoF official told the REVIEW that foreign banks would 
soon be permitted to accept time deposits for terms up to 
three years, from the current six-month limit, probably to 


. local and expatriate staff; most now claim to have adopted a 
‘conservative approach and a sceptical view of companies’ 

balance-sheets. “It’s been a tough couple of years,” said the 
*mafiager of an American bank's local branch. 


It is difficult to find foreign bankers who admit to having 
been among those hurt badly by loans gone bad, though it is 
known that some careers were shortened by the fallout. Sev- 

eral smaller European banks which arrived in Taiwan late in 
the game, during 1980-81, were among the hardest hit. With 
“all the state-owned enterprises and most of the blue-chip pri- 
vate companies already fully committed, they were driven 
downmarket to build loan portfolios and thus were badly ex- 
osed when a good number of the companies to which they 
ent went bust. The big American banks were not spared, 
either. 

In 1984, the last full year for which information is avail- 
able, 20 foreign banks reported a profit on their local opera- 
tions. Industry sources say that last year, when the disap- 
pointingly low economic growth rate of 4.7% reflected a 
tough economic environment all round, at most 13 banks are 
likely to have ended up in the black. General economic pros- 
pects for this year are far brighter, with falling oil prices, the 
rising yen and increased demand for exports all contributing 
to an expected growth rate of 7% or better. 

The foreign banks should benefit as well. Bankers say 
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begin within one or two months. This would, in theory, ad- 
dress one of the major complaints: that the six-month limit 
had prevented foreign banks from obtaining funds for 
longer-term lending. Another change expected in the near 
future is to allow the foreign banks to provide foreign-ex- 
change and trade-finance services in the export-processing 
zones and the Hsinchu Science-Based Industrial Park. 


profits, as it would fit in with the new emphasis on 
fee-based business. Upping the ceiling on time depo- 
sits will have no immediate impact, however, as the banks 
are able to get enough funding from the inter-bank market 
and currency swaps. Another impending change, allowing 
some foreign banks to set up second branches in Kaohsiung, 
is unlikely to find many takers. Most major companies are 
headquartered in Taipei, so the expense of setting up à 
second office is not considered worthwhile by the foreign 
bankers. 
The weakness of the banking system's overall intermedia- 
tion ability — its inefficiency in providing channels for get- 


T» latter move would probably help boost banks' 
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to where it'is needed — has led to considerable 


IP 


_ eral agreement that financial deregulation is the way to go, 
"but conservative banking officials, especially in the central 
bank, are opposed to rapid change. 


Late in 1985, the financial subcommittee of a high-level 


T economic-advisory panel recommended that the government 
- reduce its ownership share of the main commercial banks 
‘below 50% as a way of boosting their autonomy. This is un- 


“likely to happen, at least in the near future, owing to the still- 
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By A Correspondent in Hongkong 


f viewed only in terms of the number of financial institu- 
i tions represented, Peking has become one of the world's 

major international financial centres. The transparent ab- 
surdity of this notion focuses attention on the bemusement of 
many observers as to just why conservative bankers have 
flocked to China en masse — and not only to the nation's cap- 
ital. The cities, major and minor, of Shanghai, Tianjin, Da- 


lian, Wuhan, Xiamen, Canton and Shenzhen have all be- 


come willing recipients of the foreign-exchange income 


brought to them by the establishment of foreign bank 
- branches and representative offices. 


There are now some 70 foreign-bank representative of- 
fices in Peking with an additional 100 or so scattered among 


- the other cities. Costs clearly vary widely, according to loca- 


— tion, head-count and the nature of activities carried out, but a 


| conservative assumption of US$250,000 


r office per year 
(Peking offices probably cost more like US$500,000), creates 
an annual budget in excess of US$40 million simply to sup- 
port the running expenses of these offices. 

How can this be justified in an international financial en- 
vironment that is hardly conducive to 
wanton spending? To take a simplistic 
view, if these offices are to be paid for 
by asset generation, and if these assets 
— an extremely generous yield of 

% a year, international commercial 
banks would have to be lending US$4 
billion to a country whose total foreign 
debt does not reach that figure, and 
whose debt is dominated by soft bor- 
rowings from institutions such as the 
World Bank. Indeed, China’s total 
foreign borrowings in 1985 amounted to 
US$3.53 billion, of which only approxi- 
mately US$500 million was commercial 
lending. 

Clearly, foreign banks are generat- 
ing income from a number of other 
sources to justify, if only in part, their 
substantial expenses in China. These, 
again, will vary widely from institution 
to institution, but will broadly include 
trade finance, advisory fees, securities 
income and correspondent-bank busi- 
ness. Income from these facilities and 
instruments would be much harder, if 
not impossible, to quantify, but it can 
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strong feeling in official circles that the government 

retain the lever of ownership to keep control of the banks. 
Yet the MoF launched the beginning of a gradual cam- 

paign to deregulate interest rates in Aug 985, when it 


began permitting banks to offer their o rime-lendin 
rate, though still within a given spread. The MoF officia 


said: "We want to give the [domestic] banks:time to learn a 
new way of doing things. Before, they didn'tfave to analyse 
their cost structure, but could simply rely on government reg- 
ulations." The idea is to eventually deregulate interest rates 


entirely, but no firm timetable has been put forward. 


safely be assumed that only a very few of the foreign 
banks represented in China are actually turning a profit on 
their business there. 

So why are they spending all this money? Even the argu- 
ment, which Japanese banks seem — fond of, that 
free but valuable service to an international customer in 
China will result in improved business with that customer at 
head office, or elsewhere outside China, does not really ring 
true for the majority of banks. And even if it did, it seems un- 
likely to be sufficiently compelling, given the fact that most 
international banks are probably no better than Chinese cor- 
porations or ministries in allocating costs and income across 
internal bureaucratic boundaries. 

The bottom line seems to be that most banks are present 
in China for basically two reasons: one defensive, the other 
strategic. 

Defensively, any international bank has to consider whe- 
ther it can afford not to be represented in China when all its 
competitors and the majority of its major customers are 
clamouring to get into the China market. Will fickle custom- 
ers turn to other banks that can provide services in China, 
both now and in the future? 

Strategically, one cannot avoid the building-for-the-fu- 
ture syndrome. Again, however, even the long-term 
strategic approach is in many ways purely defensive: there 
would be no need to spend money now to establish a base for 
the future if the competition was not doing so. Unfortu- 
nately, this future is extremely difficult to quantify, both as to 
when it might occur and what magnitude of earnings it might 
generate. Inevitably, then, many banks are adopting a post- 
ure of trying to remain in the market while keeping expenses 
to a minimum. 

There are obvious exceptions to this cautious approach, 
particularly exemplified by those banks which are opening 
branch operations in Shenzhen and 
other special economic zones. Again, 
however, it seems justifiable to charac- 
terise these activities as being sim- 
ply a more aggressive form of de- 
fence. None of these banks expect their 
new branches to be profitable in the 
short term, but presumably believe the 
branch operations will provide them 
with a significant competitive edge in 
the future. 

Interestingly, it would appear that 
some Chinese officials cannot really 
believe the foreign banks are spend- 
ing all this money without getting 
some tangible return. Some officials 
in the Tax Commission, in fact, con- 
sider it so unlikely that hard-headed 
capitalist banks could tolerate a loss- 
making situation in China that they are 
considering imposing a tax on deemed 
income based on a percentage of ex- 
penses. Unlikely as this tax might be, 
if it was imposed it would certainly sort 
out the banks that were willing to 
maintain an optimistic view of the fu- 
ture. ü 
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The Bank of The Pacific 
is Bank of Hawaii. 


Bank of Hawaii has over 70 offices throughout the Pacific Basin. In 

Guam and Saipan, American Samoa, Palau, Pohnpei, Kosrae, Yap and 

Kwajalein. Even in Tokyo. And with our international banking subsidiary, | 
Bank of Hawaii International, Inc., we provide extended service through- 

out the Pacific and the Orient. 

In fact, some of our best bankers rarely get to Hawaii. They work where 

they live, and they are responsive to the local people's personal and 

business needs. Therefore, they can provide the kind of banking 

service you want. 

Bank of Hawaii's commitment to provide service wherever and whenever ; 
you need it is the reason we are considered "The Bank of the Pacific." 


AM Bank of Hawaii 


The Bank of The Pacific* 
International Banking Division Tokyo Branch Hawaii Financial 
P.O. Box 2900 Akasaka Twin Tower (Hong Kong) Limited 
Honolulu, Hawaii 96846 Main Building, 7th Floor 4th Floor 
Telex: 7238434 (RCA) 2-17-22, Akasaka, Minato-Ku St. George's Building 
633121 (WUI) Tokyo, Japan 107 Ice House Street 
7430134 (ITT) Telex: 2422092 Hong Kong 
Swift: BOHIUS77 Swift: BOHIJPJT Telex: HX 63679 BKOH 








Telephone: (808) 537-8111 Telephone: 03-588-1251 Telephone: 5-210107 
Pac Manila Offshore Banking Unit 
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Shenzhen Branch 


3/F, International Trade Centre, 
Renmin Nan Lu, Shenzhen 
Tel: 38930 Cable: SOCGEN SHENZHEN 





Trade? Projects? 


Whatever your business in China 
SOCIETE GENERALE is there to help! 


Representative Office 

Beijing Office 

Hepingmen Kaoyadian Building, 4/F, Room 406 East, Beijing 
Tel: 330864 330987 Telex: 22248 SGREP CN 
Shanghai Office 

Jin Jiang Club, Room 58136, 58 Mao Ming Nan Lu, Shanghai 
Tel: 582582 Ext.58136 Telex: 33265 SGSHA CN 
Guangzhou Office 

China Hotel, North Block, Rooms 424/425 

Tel: 677123 or 666888 Ext.425 Telex: 44257 SGCAN CN 


China United International Leasing Co., Ltd. (CUILC) 
Room 920-926, 9th Floor, The Garden Tower, 

368 Huan Shi Dong Road, Guangzhou 

Tel: 765525 & 765214 (DIRECT LINE): 773899 Ext. 921-926 

Cable: 5834 Telex: 44587 CUILC CN 


Hong Kong Branch — China Desk 
24/F, Gloucester Tower, 11 Pedder Street, Hong Kong. 
Tel: 5-266651 (10 Lines) Telex: 65023 SOGEN HX 


MALAYSIA 


Rates, directions 
and security: no 
lack of worries 


By Nick Seaward in Kuala Lumpur 

anks in Malaysia have become the focus of a concerted 
B: between the country's central bank, Bank 

Negara Malaysia, on one hand, and market forces on 
the other. The problem is interest rates — in particular the 
average lending rate to the private sector — which Bank Ne- 
gara feels are too high compared with rates in other countries. 
However, because of the very tight liquidity of the banking 
system, it proved a constant battle to keep lending rates 
down to their average level of 12.1% at the end of last year. 

With the loans:deposits ratio of Malaysia's 38 commercial 
Yanks rising from 92.7% at the end of 1984 to a staggering 
16% in 1985, this upward pressure is scarcely surprising. The 
supply of new funds to on-lend to borrowers is drying up. In a 
year in which nominal GNP declined by 
2.7%, it was also not surprising that gross 
national savings decreased by 10.1% to 
M$20.6 billion (US$7.94 million), while 
private savings — which used to account 
for more than half that sum — fell by nearly 
25%. To make matters worse for the 
banks, the proportion of gross national 
savings deposited with them slumped from 
38% in 1981 to 20% last year. 

The banks’ falling share of national sav- 
ings reflected the outflow of funds abroad 
and the growing success of the unregu- 
lated, illegal deposit-taking institutions — 
such as cooperatives and leasing com- 

anies — in attracting funds from private 
investors. While fixed-deposit rates of 
banks were reduced in two stages to 7.25- 
7.5% a year as a result of Bank Negara's 
"moral suasion" campaign last year, the il- 
legals were able to offer depositors rates of 
"p to 36% in some cases, such was the de- 
ire of other individuals and companies to 
VOTTOW. 

Despite their declining share of the sav- 
ings pie, the banks should have been making very healthy 
spreads last year. The interest margin of the commercial 
banks (average lending rate less average cost of deposits), in- 
creased to 5.57%, largely owing to the longer time it took for 
lending rates to respond to the lower cost of funds. However, 
according to Bank Negara’s annual report for 1985, the unau- 
dited profits of the banking sector last year fell by 48.1%. 

This drop in income of the banks was due to the fact that 
some 50% of fixed deposits had been locked in at the former 
higher rates for periods of 12 months or more. At the same 
time, Bank Negara said: “The true return on bank lending 
was being eroded as more interest income from non-per- 
forming loans became suspended as the slowdown in the 
economy took its toll on the loans portfolio of the banking 
system.” 

The 12.1% average lending-rate figure was a bit decep- 
tive, too. Official guidelines on bank lending policy — which 
directs banks to lend to certain sectors at concessionary rates 
of 10% — governed about one-quarter of bank loans last 
year, masking the fact that the normal lending rate to the pri- 
vate sector was about three percentage points higher than the 
national average. 
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What is worrying the central bank most is that strong de- 
mand for loans is still coming in from a sector that is ex- 
periencing serious overcapacity and a fast decline in its value: 
property. The broad property sector increased its share of 
new loans from 46% in 1984 to 47.2% last year, though indi- 
vidual housing loans accounted for nearly half that. Of the 
total loans of M$66 billion outstanding in the banking sys- 


tem, M$14.8 billion was to the property séctor by the end of © 


1985, whereas the value of prime commercial developments 
in Kuala Lumpur has declined by some 30% over the past 
year. 

Also worrying is the amount of money that has been lent 
either for the purchase of shares on the Kuala Lumpur Stock 
Exchange (KLSE) — M$2.2 billion — and on the strength of 
shares as collateral — M$7.2 billion. With M$11 billion 
wiped off the KLSE's market capitalisation in the final quar- 
ter of last year, the banks’ security.margin on these shares 
slumped from 50% at the end of September 1985 to less than 
30% by the end of December. Since then, Bank Negara esti- 
mates that a further M$10 billion has been lost on the KLSE. 
implying that the banking system probably now has less than 
10% security margin on the ratio of the size of its loans to the 
realisable market value of the collateral. 

The central bank is now actively discouraging lending to 
the property sector. It is also taking steps to enable the com- 
mercial and merchant banks and the finance companies to 
compete for funds on equal terms by narrowing the gap be- 
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tween their various statutory reserve requirements, (which 
have to be lodged interest-free with Bank Negara). In this 
connection, further adjustments to the statutory reserve 
ratios and the minimum-liquidity requirements of the 
banks are expected this year, following substantial changes in 
1985. 


aimed more at improving the liquidity of the banking 

system than fostering competition. By reducing the statu- 
tory reserve ratio of the commercial banks from 5% to 4% of 
total eligible liabilities in April last year, M$440 million was 
released into the system — partially offset by the raising of 
the merchant banks’ ratio from 1.5% to 2.5%. 

The merchant banks’ reserve ratio was increased again in 
February this year to 3%, along with that of the finance 
houses, absorbing M$80 million which otherwise could have 
been on-lent to borrowers. However, Bank Negara simul- 
taneously reduced the liquidity requirements for the com- 
mercial banks from 20% to 18.5% of total eligible liabilities, 
releasing some M$720 million. The central bank reckoned 
that the commercial banks' increased lending capacity could 


i t is probably true, however, that that exercise in 1985 was 
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increase the principal monetary aggre- 
gates by as much as three percentage 
ints. 

All told, Bank Negara injected a total 
of M$1.9 billion back into the banking 
system last year, mainly by recycling 
government deposits with the commer- 
cial banks. A New Investment Fund 
(NIF) was established on 17 September 
1985, through which M31 billion in gov- 
ermment deposits is to be made available 
to the banks at the concessionary rate of 
1.5% below the average base-lending 
rate of the two largest domestic banks. 

With the help of the NIF, the banks 
are intended to lend more monev for 
fixed investment in export-oriented in- 
dustries, the production of food and 
tourism projects. The attraction of the 
NIF to the banks is that it is not counted 
for the purpose of calculating the statu- 
tory reserve — nor their liquidity requirements. By the end 
of the vear. a total of M$168 million had been allocated to 29 
projects. 

While manufacturing and tourism are intended to play a 

major part in stimulating the Malaysian economy during the 
current slump in the prices of nearly all its export com- 
modities, the accelerated construction of low-cost housing is 
expected to provide the greatest stimulus to the economy in 
the shortest possible time. An additional 80,000 units of low- 
cost housing are to be built annually over the next three years 
and Bank Negara estimates this will raise the growth in real 
output in the economy by some 2% a year. 

The funds for this construction programme are to come 
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rinci T from te fonti? system. 
pin ending guidelines have been laid 
down by the central bank that should en- 
sure that a minimuntof M$1.5 billion is 
made available for -financing for 
would-be purchasers. A further M$500 
million is to be provided by Bank Negara, 
bringing the total sum'available to M$2 
billion by the end of the current year. 

The lending guidelines — which have 
just been revised upward — stipulate 
that commercial banks and finance com- 
panies must make new firm commitments 
to individuals to finance the purchase of 
100,000 new houses costing M$100,000 
or less by the end of next year. Of these, 
60,000 houses must be low-cost units of 
M$25,000 or less and at least 30,000 
houses should be for bumiputra investors, 

The banks are also now obliged to 
have at least 20% of the total loans they 
had J——— as of the end of December 1985 extended to 
bumiputras by the end of this year. Loans for agricultural 
production must account for at least 6% of the loan portfolio. 
Furthermore, the banks have to lend at least M$150 million 
to small-scale enterprises during 1986, of which half must be 
to the bumiputra sector — which accounts for more than hall 
the total population of Malaysia, 

The interest rates that the banks and the finance com- 
panies can charge for these loans are tightly controlled, top. 
Owner-occupied low-cost housing loans have a maximum in- 
terest rate of 10% and the same rate applies to loans to the 
bumiputra community below M$500,000 for business pur- 


poses. g 








INDONESIA 


We’re OK for 
now but it 
could turn nasty 


By A Correspondent in Jakarta 


mounting run on the rupiah, stoked by persistent de- 
valuation rumours, gave the Indonesian central bank, 
Bank Indonesia (BI), a chance to prove its mettle in 
March. Similar instances in 1983 and 1984 left many banks 
hobbled for lack of access to rupiahs and forced BI to take 
extraordinary measures to ensure liquidity and hold down 
local interest rates. 

Those measures were temporary fixits so that the techno- 
crats could get back to their main concern — maintaining In- 
donesia's external accounts. This time, more permanent re- 
forms have evidently left BI with enough flexibility to easily 
check periodic scares. New instruments introduced into the 
inter-bank market in 1985 increased the ability of private in- 
stitutions, especially the 10 foreign-bank branches in 
Jakarta, to source rupiah funding. 

But as day-to-day worries abate, concern is directed at 
how Indonesia will weather the fall in oil income, crucial to 
the economy. With oil prices seemingly settling at an average 
US$11 a barrel in early April, economists are speaking of a 








loss of i e projected or the 1986-87 fiscal year (begin- 
ning on pril) in the region of Rps 4 trillion (US$3.5 bil- 
lion). 


Bank assets shrank and, for many, portfolios soured, as 
the oil price slid from US$35 a barrel in late 1982 to US$25 at 
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the end of 1985. Through 1985, manufacturing sectors for 
consumer goods and some import-substitution items left the 
banks a measure of stable business. However, even these sec- 
tors are vulnerable now. Most threatened are those indus- 
tries which grew quickly in the 1980s with the abundance of 
xetrodollars, supported by dollar and yen financing and re- 
liant on government protection. 

Forcign analysts and bankers expressed confidence in 
January, when President Suharto announced a fiscal 1986-87 
budget that was 7% smaller than the previous year’s. Weeks 
later, oil, originally to supply 55% of total receipts, began its 
prolonged slide: at the outset of the fiscal year, spot- -crude 
pus were 60% lower than the average upon which the 


udget was calculated. If prices remain that low, it couk 
mean a 20% loss of income. 

" After the past two or three months, we are not sure how 

Indonesia can make it," 


said a Singapore-based corporate 
banker with a hefty Indone- 
sian portfolio. 

The government's choices 
in this situation — slashing 
spending by several trillion 
rupiah, increasing borrow- 
ings both domestically and 
internationally and/or de- 
valuing the currency — are 
equally distasteful to the 
banks. Even with adequate 
liquidity in the system and 
low interest rates, there ts a 
dearth of lending opportuni- 
ties. Increasing borrowings 
will raise interest rates, and a 
devaluation will increase the 
rupiah cost of borrowings 
offshore. 

By late February, specu- 
lators had decided devalua- 
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tion would be the likely choice, and in three weeks more than 
US$1.1 billion-worth of foreign currency was bought. The 

overnment refused to budge on its longstanding free 
— Gchange policy, and admonished speculators for 
ignoring repeated high-level devaluation denials. 

When speculators refused to listen, BI pulled the rug out 
by revaluing the rupiah by four points over two days. 
Foreign-exchange markets calmed immediately; but the 
question remained: how will Indonesia absorb the loss of in- 
come and what effect will that have on the financial sector? 

The consequences of a devaluation, which at 30% could 
account for much of the lost oil income denoted in rupiah, 


— would put a number of banks in difficulties over their foreign 


currency-denominated loans. In 1983, said an American 
banker in Jakarta, borrowers found their business running 
well at the time of the 31 March 
devaluation. 

Today, domestic consumer 
markets and foreign markets for 
the country's non-oil exports are 
slumping. Many of those com- 
panies which expanded over the 

ast five years are finding it dif- 
icult to remain in the black. 
Banks complain of a downturn in 
services provided to these indus- 
tries and say there will be far more 
problem loans this year if a de- 
valuation takes place. 

A cut in government spending 
could have equally disastrous ef- 
fects. If such spending were cur- 
tailed by only Rps 2 trillion, pre- 
dicted a senior government eco- 
nomist, GDP will shrink by 3%. 
This would result in millions of 
lost jobs and, by extension, de- 
pressed domestic consumer mar- 
kets. 


crease its international borrow- 

ings this year to prop up the 
budget, bankers say. Debt-service 
this vear has overtaken incoming 
credit: US$1.16 is being paid out 
for every US$1 of new aid. 

Before the end of 1985, In- 
donesia went to international cap- 
ital markets for approximately 
US$750 million, to increase to 
more than US$2.5 billion its re- 
serve credits. Since then, some of 
the standby funds have been 
drawn down, sending government 
debt to between US$28-30 billion. 

At the end of 1985, a Jakarta 
banking analyst said, the appetite of the banks for govern- 
ment risk was strong. Now, bankers are more likely to look 
askance at opportunities to lend directly to the government 
Or to state-owned companies or projects. "State companies 
are now closer to private risk than government," said a Euro- 
pean banker. Except, he added, they are likely to be more 
poorly managed than private firms. 

The IGGI. the consortium of industrial nations which 
coordinates aid and soft loans to Jakarta, has discussed 
raising funds for Indonesia over the existing yearly US$2.4 
billion. But some group members are hesitant, owing to 
the country's growing debt, its difficulty in finding match- 
ing funds for the grants and its sluggish disbursement of the 
aid. 

More than US$10.5 billion in foreign reserves lends flexi- 
bility to the government, as does the Rps 9 trillion in time de- 
posits in the system. Drawing on this would force up interest 


|: is unlikely to in- 
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rates, which could forestall possible moves towards recovery 
a few years down the road. Foreign banks, especially, still 
feel constraints on rupiah availability. 

BI relies on the tax-free status of deposits as another mea- 
sure of security. However, the bulk of time'deposits in the 
private banks are for terms of six months or less. For reliable 
long-term funding. the banks insist they need more instru- 
ments. Trading in promissory notes, which grew rapidly in 
1984, has lost some of its flare. The amount of bogus notes 
moving between banks has risen, and the level of bankers' 
caution equally so. 

Banks, both foreign and local, still find some hope 
in small ventures, especially manufacturing of import- 
substitution products: there is US$5-10 million-worth in 
private projects going on that provides new business. 
Some banks are turning to con- 
sumer finance, after seeing the 
big splash Citibank made with 
its home-mortgage business. Be- 
fore 1984, foreign banks be- 
lieved the government did not 
want them in that business. How- 
ever. "consumer finance is re- 
lated to salaries," pointed out 
one analyst. If incomes go down 
with the decrease in government 
spending, this business could dry 
up. 
Another area for business is 
where the government has strict 
programmes of "Indonesianisa- 
tion" of manufacturing. The vehi- 
cles industry is one such sector, 
and Japanese banks benefit as Ja- 
panese car giants dominate the In- 
donesian market. 

Banks look with interest at the 
elusive new banking law, to be 
submitted to parliament by the 
end of the year, according to BI 
officials. The reality will probably 
dash hopes among foreign bank- 
ers of opening up branches out- 
side Jakarta or doing more direct 
financing outside the Jakarta 
area. While some in government 
favour this, it is felt BI finds 
the present environment suitable 
enough, with no pressing need for 
such liberalisation. 

The banking laws will probably 
tighten the capital requirements 
for banks and bring smaller mar- 
ket and village banks into the sys- 
tem. It is hoped they will slow the 
growth of street money and en- 
courage some consolidation in the 
system while a number of banks are weak from mismanage- 
ment and sour portfolios. , 

In consolidating the system, however, it appears no banks 
will be allowed to fail. BI has taken over three banks since 
1984 to restructure their operations. In January, Bank Per- 
kembangan Asia, which BI took over in 1984, was sold off. 
Currently, BI holds 50% of Bank Pacific, once the financial 
arm of the empire of Ibnu Sutowo, former state oil-company 
chief, and since February it has controlled a small air force- 
owned bank that was in financial straits. 

A number of groups are lining up, after searching for en- 
trances into the banking market for years, to take on BI's 
reorganisation responsibilities. First was the Astra conglom- 
erate, one of the country's largest business groups. Along 
with the family of Sumitro Djodjohadikusumo, long 
Suharto's most trusted economic adviser, Astra took over 
Bank Perkembangan Asia. O 


> 


wv. 


*. 
» 

(4 
— 


—— 








8 MAY 1986 e FAR EASTERN ECONOMIC REMEW 


dd 


^ 


intervene. 





RN inre 
[s a) 2n EAE 


The BoT: forced to 
THAILAND 


Profits ride down 
with shrinking 
economic growth 


By Paisal Sricharatchanya in Bangkok 
Th have been tough, of late, for Thai banks. Profit- 





ability is shrinking in the wake of a prolonged economic 

slowdown that has cut lending growth to the lowest 
level of the past decade. And amid a tighter regulatory cli- 
mate, many institutions are being forced to exercise greater 
caution in almost every aspect of operations. 

The banking system’s aggregate 10% lending growth in 
1985 — outstanding year-end credit stood at Baht 522 billion 
(US$19.3 billion) — was about half the historical average and 
represented a far cry from the most recent boom vear, 1983, 
when lending expanded more than 30%. Many analysts also 
point to a weakening corporate sector that could not in any 
case have sustained healthy lending growth. 

The weakness can be traced to the nearly 15% devalua- 
tion in November 1984, which left a broad section of business 
enterprises — particularly manufacturing concerns, which 
rely heavily on imports — with substantial currency losses. 
Since then, an austere fiscal policy which cuts into govern- 
ment spending plus generally weak purchasing power of the 
farming population has only made things worse. 

Deposits also grew by a record low 11.7% — to Baht 559 
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billion, at end-1985. This is attributed to de- 
pressed farm incomes, coupled with the de- 
mise of several large chit-fund pools in 
Bangkok, which effectively deprived the 
system of what was once a huge chunk of 
high-velocity money supply. 

So it was hardly surprising that the sys- 
tem's aggregate profitability shrank 14% to 
Baht 5.1 billion. Although lower profits 
were the order of the day for most of the 16 
Thai banks and 14 foreign-bank branches, — 
the impact appears particuldrly evident at 
some of the larger institutions. 

For instance, Bangkok Bank — the 
largest, commanding roughly one-third of 
the market share — posted 1.875, 4.7% and 
2.9% increases, respectively, in assets, de 
sits and lending. Stressing qualitative rather 
than quantitative growth, the bank had to 
settle for a Baht 37.40 per-share net profit, 
its lowest in the past 10 years. Even the most 
aggressive bank, Siam Commercial (the 
fourth largest). reported a 21% drop in after- 
tax profit last year to Baht 235.8 million. 

But underscoring the fact that banking remains one of the 
most attractive sectors on the Bangkok stockmarket, the 
bulk of medium and large institutions (about half of all Thai 
banks) continued to churn out respectable dividends, with 
the average vield topping 1095. Bangkok Bank and Thai 
Farmers (second largest). for instance, paid out 12.89% and 
13.51% dividends, respectively. 

Given two series of interest-rate cuts since early this year, 
profitability is likely to remain on the low side. Ordered by 
the Bank of Thailand (BoT, the central bank), the first 0.5% 
cut (in loan rates) took effect on 2 January, when the lending- 
rate ceiling for priority sectors (notably agricultural-com- 
modity trading and exports, plus industry and mining), and 
non-priority sectors were brought down to 15% and 17% re- 
spectively. 

In the second and more drastic reduction on 5 March, the 
central bank in effect did away with the concession for prior- 
ity sectors and put a 15% blanket ceiling on all types of loan. 
Prior to this change, priority sectors accounted for roughly 
40% of total bank lending. Meanwhile, deposit rates were re- 
duced by a smaller degree, to 9.5% and 7.25%, respectively, 
on one-year fixed-deposit and savings accounts. 

By ordering the reductions, the BoT has tacitly conceded 
defeat in a long-proclaimed policy of encouraging banks to 
voluntarily adjust interest rates in accordance with market 
forces, For fear of losing market share, banks have been ex- 
tremely reluctant to initiate interest-rate cuts on their own. 
Finally, BoT was convinced that no significant cut would be 
possible unless it intervened. Said recently appointed direc- 
tor of the BoT's banks supervision and examination depart- 
ment, Ekamol Khiriwat: “The longer we dragged on, the 
more problems there would be. Priority must be given [to ad- 
dressing the country's economic woes |." 

The latest two-point lending-rate cut, coming amid a 
highly liquid money market, was designed to spur investment 
and revive ailing sectors such as medium-income hous- 
ing construction. The authorities also hoped that a series 
of other positive developments in recent months — not- 
ably a corporate-tax reduction from 40% to 35%, an 
average 7% oil-price reduction and smaller cuts in elec- 
tricity and water rates — would contribute to re-activat- 
ing the economy. 

But it will take considerable time before these mea- 
sures begin to produce the desired effect. For now, busi- 
nesses are being given respite from high interest. And at 
current reckoning, all-year lending in 1986 is projected 
to grow at around 13%. 

Aside from struggling to maximise returns on avail- 
able funds, some of the medium and smaller institutions, 
that have traditionally been run along family business 
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lines, are quietly worried about the tighter regulatory control 
introduced in November 1985. At that time, three royal de- 
crees were enacted that effectively gave the BoT sweeping 
- powers to forestall potential problems (arising from misman- 
agement) and rectify any crisis in the aggregate financial sys- 
tem, as well as to provide assistance in the event of a failure 
(REVIEW, 28 Nov. '85). 

When first mooted, the decrees prompted bitter criticism 

from many bankers. Among other things, it was feared that 
the system’s well-being woud be at stake if such powers were 
abused by a future finance minister. But the controversy has 
since subsided; most banks today seem to have accepted the 
changes as a fait accompli. 
As a matter of formality, the decrees would have to have 
been endorsed by parliament in its new session beginning late 
April. Having launched a lobbying campaign, central-bank 
officials believed parliamentary endorsement was likely. 
While the amendments represent a radical departure from 
old laws, foreign observers note that their thrust is really 
no different from practice in, for example, the US or Singa- 
pore. 

Of direct concern to the banks are two of the three decrees 
that amended the 1962 Banking Act (already amended once 
in 1979) and the 1942 BoT Act. Apart from imposing heavy 

enalties (including a maximum 10-year jail sentence), the 
Barking decree in effect authorises the central bank to inter- 
vene in banks’ management — ranging from ordering a capi- 
tal increase or decrease and removal of corrupt or inefficient 
executives, to examining the quality of assets and more 
strictly controlling lending to directors or affiliated groups. 

: Under the BoT decree, a 
special fund for the “rehabili- 
tation and development of 
the financial system” was es- 
tablished with an initial Baht 
1.5 billion capitalisation 
drawn from the BoT's re- 
serves. Similar to a long- 
mooted . deposit-insurance 
scheme, the fund is broadly 
designed to cushion the ad- 
verse impact from a bank or 
finance-company failure. So 
far, Baht ! billion has been 
injected as fresh capital for 
Sayarm Bank (formerly Asia 
Trust Bank, taken over by 
the government in August 
1984 after extensive fraud 
was uncovered [REVIEW, 16 
Aug. '84]). 

| The law required banks 
— and finance companies to 
contribute up to 0.5% of their outstanding deposits to the 
fund. Following months of speculation, and at the suggestion 
of Finance Minister Sommai Hoontrakul, the cabinet de- 
cided in April that only 0.1% of the system's end-1985 de- 
posits, equivalent to about Baht 650 million, should be 
collected. The contribution was to be divided into two equal 
instalments, to be made in June and December. 

Matched with Baht 500 million from the central bank, the 
fund would thus have Baht 1.15 billion in working capital, 
Baht 1 billion of which would repay the equivalent amount of 
initial advance the BoT made to Sayarm Bank. 

In the final analysis, the reforms, which encompass pre- 
ventive as well as corrective and punitive measures, should 
serve to strengthen the system's stability. Given the spate of 
finance-company failures in late 1983 and revelations of gross 
mismanagement at Asia Trust Bank in 1984, there is little dis- 
agreement that tougher regulations are needed. This is par- 
ticularly so in light of intermittent rumours over the past two 
years that certain medium-sized and smaller banks have ac- 
cumulated enough bad or doubtful assets to make their situa- 
tion precarious, 
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PHILIPPINES —J | 


After all that : 
drama look for 
useful reform 


By Jose Galang in Manila 
tability will remain elusive for the Philippine banking 
system, at least in the next few months. Nonetheless, 
with a renewal of confidence in the economy brought 
about by the recent change in government, earlier fears of a 
collapse of the system have dissipated. 

The slack in domestic demand, which had depressed man- 
ufacturing activity — and demand for funds — over the past 
two years, does not appear likely to end soon. On the other 
hand, the pressure on interest rates and on the peso exchange 
rate has simmered down, easing the speculative environment 
from which many banks profited in the past. These factors 
are expected to keep banks’ finaacial performance in check 
until the second half of the year. 

During the economic and political uncertainties since the 
declaration of a moratorium on debt-principal repayments in 
October 1983, 
most of the coun- 
try's private banks 
held on to their 
cash and main- 
tained extreme 
caution. in. lend- 
ing. Latest. re- 
ports by the com- 
mercial banks 
show that in the 
12 months to end- 
September 1985, 
total assets grew 
by 5.8% to P287.9 
billion (US$14.3 
billion) while 
loans shrank by 
13.8% to 2129.6 
billion. 

Gripped con- 
stantly by fears of 
runs on deposits, 
the banks built up 
liquidity over this 
period. Holdings of cash and cheques and such easily encash- 
able accounts as investments in bonds and trading accounts 
expanded by onc-third, to P 103.4 billion. As a proportion of 
total resources, the liquid assets of the 31 commercial banks 
(26 private domestic; one government, and four branches of 
foreign banks). grew from 29% to 36%. In relation to total 
deposits, liquid assets also grew from 67% to 74%. Total 
loans declined to 92% of total deposits, from 130% the year 
before. 

Some of the banks succumbed to massive deposit with- 
drawals fuelled by rumours — in a few cases, by actual inves- 
tigations into their operations — of their financial positions. 
Since January 1984, owing to the highly speculative atmo- 
sphere and to the general slowdown in economic activity, a 
total of 168 financial institutions, mostly small banks based in 
the provinces, went under. The most notable of these were 
Banco Filipino, formerly the largest savings bank, Pacific 
Bank and the Philippine Veterans Bank. 

The current r itical and economic shake-up is expected 
to lead to {mor matic changes in the system. Jose Fernan- 
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dez, governor of the Central Bank of the Philippines, said 
recent events (including the 7 February elections and 
the subsequent political tremors capped by the four-day 
revolt that led to the ousting of former president Ferdinand 
Marcos on 25 February), “have weakened a number of 
banks.” 

Said Fernandez: “There was a period of general uncer- 
tainty from which we are slowly recovering. In general, the 
whole system is calm. But, as happens when events like this 
take place, the fallout is not even-handed on all participants 
in the system. We are constantly looking at where the fallout 
may be." But he refused to cite details. 

That period saw the level of liquidity in the financial sys- 
tem reaching record highs. During the two-month campaign 
for the presidential polls, a desperate Marcos administration 
pumped nearly P10 billion in additional liquidity that 
brought reserve money (currency in circulation, plus banks’ 
reserve balances with the central bank, less cash in the Trea- 
sury vaults) to a record P41.5 billion. 

Another P2.8 billion was released in the two weeks that 
followed the election, to counteract the effects of a campaign 
for civil disobedience — that included a boycott of companies 
and banks identified with the Marcos government — 
launched by then opposition leader Corazon Aquino in pro- 
test against the widespread fraud that marked the elections. 
Massive withdrawals of deposits were noted from the six 
banks under government control and a couple of others con- 
trolled by so-called cronies of Marcos. 

With the departure of Marcos and the assumption of of- 
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Aquino: some hope of a revival. | 


fice by Aquino on 25 February, the flow of funds from the 
banks was reversed, though most of the crony banks have vet 
to recover the majority of their losses. That, along with the 
asing of the speculative pressure on the peso (the exchange 
rate improved from 224:US$1 in the week before the revolt 
to P20.50:USS$1 nearly six weeks later), should help pave the 
way for an economic revival. 

Interest rates of 30-35% that were set in the week after the 
elections have also settled back to around 20-2495. It is ex- 
pected that inflation for the whole of this year will average 
approximately 10%. 

However, there remain the fundamental problems of a 
large foreign-debt overhang and a big drain on public funds 
caused by huge non-performing assets carried by govern- 
ment financial institutions, Philippine National Bank (PNB) 
and the Development Bank of the Philippines. At mid-April. 
Fernandez and Finance Minister Jaime Ongpin were 
negotiating for new terms on the continuation of a standby 
credit arrangement Manila had with the IMF. They were also 
set to meet with the foreign commercial-bank creditors for a 
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separate credit facility to support Philippine economic-re- 
covery efforts. 

Manila bankers are now starting to wriggle out of their 
cash cocoons in anticipation of a slow pick-up in private in- 
vestment. Attention is currently focused on agriculture- 
based undertakings. in the absence of attractive sectors in 
manufacturing. For this, leading banks such as the Bank of 
the Philippine Islands and Far East Bank and Trust Co. have 
set up subsidiaries that will specialise in financing farm pro- 
jects. A programme is expected to be drafted to boost the 
rural-banking system, which used to be a major conduit for 
agricultural lending until it was critically weakened in the fi- 
nancial crisis of 1981. 

Bankers also expect trade financing to be the next logical 
growth area. Imports in 1985 amounted to some USS5. 1 bil- 
lion, of which less than half represented raw materials for in- 
dustry. (In the growth years of the 1970s, raw materials and 
spares comprised up to 80% of total annual imports.) 
Another area being watched by bankers is property financ- 
ing, which until the early 1980s kept pace with the rapid 
growth of the middle class. 


ut a longer-term programme of the central bank that 

the current shake-up is bound to favour is reform of 

the banking system, which Fernandez had intended to 
initiate soon after he assumed office in January 1984. The 
programme, aimed at restoring confidence in the country's 
banking system, has so far resulted in lowering the number of 
banks. Apparently, Fernandez deems the number of banks 
to be less important than the fi- 
nancial strength and manage- 
ment integrity of these institu- 
tions. 

Monetary authorities and 
leaders in the banking commu- 
nity agree that the programme 
will help reduce the cost of fi- 
nancial intermediation in- the 
country. Until the suffocating 
levels of nearly 50% in late 1984 
and mid-1985, "normal" in- 
terest rates in the Philippines 
hovered at about 17-1995 — a 
deterrent to entrepreneurs. 

Congruent with moves to 
improve financial intermedia- 
tion, certain sectors have issued 
calls for a delineation of func- 
tions between different types of 
intermediaries. That, according 
to some economists, will force 
intermediation to take place be- 
tween institutions that special- 
ise in long-term lending and 
those that concentrate on short-term credit. The proposal, in 
effect, opposes the universal-banking concept introduced in 
the country in 1979 to shift financing towards more long-term 
arrangements. 

In recent years, fund users got away with borrowing short 
term for long-term requirements. These borrowings were 
merely rolled over continually, a practice encouraged in the 
universal-banking concept, according to the economists, that 
contributed to the state-owned banks ending up with a huge 
pile of uncollectible debts. 

Until last year, PNB's total assets of P76.2 billion in- 
cluded nearly P 50 billion which were non-performing. These 
assets have been transferred to a newly created Asset Man- 
agement Co., leaving the PNB with a lower — albeit more 
manageable — asset base of some P25 billion (along with 
total deposits of P 13 billion and paid-in equity of P5 billion). 
The new entity will decide eventually on whether to rehabili- 
tate, liquidate, sell to the private sector or write off these 
holdings. 

There are also several government-controlled banks that 
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AE arc being prepared for privatisation: Pilipinas Bank (owned 
E by PNB), International Corporate Bank, or Interbank 
- (owned by the National Development Co., an agency of the 
Ministry of Trade and Industry), Union Bank of the Philip- 
nes (by the Social Security System), Commercial Bank of 
anila, or Combank (by the Government Service Insurance | 
System). and Republic Planters Bank (by the Philippine 
Sugar Commission). 
Some of these are attracting foreign banks. American Ex- 
- press International is looking into buying into Interbank, 


DEVELOPMENT BANKS 


ne of many financial questions 
hanging over the Philippines after 


J the collapse of Ferdinand Marcos’ 20- 


-~ year regime turns on what approach 


the successor administration will 


. adopt vis-à-vis the beleaguered, gov- 


ernment-owned development banks 


|. — in recent years often little more 


than dustbin repositories for non-per- 
forming assets. 
Two questions dominate discus- 


| sion: first, how best to manage the col- 


| . lossal bad-asset portfolios accumu- 


lated by these institutions; secondly, 


| i how to revive the development ban 





(which necessarily lend at a higher 
level of risk than their commercial- 
banking brethren), to meet the social 


. goals of the new administration. 


Fixed in the public mind is an im- 
nm that enterprises linked to key 
arcos supporters regularly geared 
themselves to the eyeballs, with rake- 
offs all around, in the boom years (and 
even when the economy unmistakably 
had begun to slide). And the impres- 
sion also abides that, when the conse- 
quences of such profligacy caught up 
with them, many cronies of the former 
gu ent conveniently found such 
anks as the Development Bank of the 


— Philippines (DBP) or the Philippines 


National Bank (PNB) willing to buy 
up part or all of their bad-asset- 
— businesses. (The two banks’ 
non-performing assets are reckoned 
to total P119 billion [US$5.9 bil- 
lion].) 

Some of the more burdensome as- 
sets appearing in PNB's or DBP's 
books in recent years included cement 
plants, hotels, textiles and construc- 
tion companies. As the burden of 
foreclosures and helpful conversions 
of debt to equity steadily mounted, 
these banks felt constrained to plan 


_ the “rationalisation” of competing op- 


erations (many of these industries 
faced, and still face, gross overcapa- 
city problems). DBP also took over 
managing many companies no longer 
able to service their loans. 

For example, DBP has planned the 
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while the Bank of Hawaii is negotiating for a stock purchase 
in Combank. A similar acquisition of minority interest in a 
private bank, Consolidated Bank and Trust Co., is being 
considered by Bankers Trust. 
On the other hand, Republic Planters Bank is set to be ac- 
quired by a group of sugar millers and planters who have out- 
standing collectibles from the government for previous de- 


liveries to the state sugar-trading monopoly, the National 


1 Where to from here? 


| By James Clad in Manila 


closure of two cement plants (Filipinas 
Cement Plant and Continental Ce- 
ment Corp.), to improve capacity utili- 
sation among the rest of the 18 operat- 
"e lants of an industry to which the 
DBP has lent more than P7 billion. In 
another move, DBP, during the past 
three years, sold off its majority hold- 
ings in four major hotels, nearly al- 
ways at fire-sale prices. 

Of course, the banks' owner — the 
central government — was regularly 
asked, and later begged, to inject 
more capital into PNB and DBP as 
operating losses piled -- DBP's 
former chairman on 20 May 1985 







DBP: convenient repository. Miei 
signed an annual report for 1984 show- 
ing operating income down by 50% — 
with P6.6 billion operating losses only 
partially covered by new equity from 
the government. During 1985, the 
overnment released more than P 11.5 
illion to help cover both development 
banks’ obligations, a shift of funds that 
greatly undermined the former re- 
gime's ability to keep within IMF stric- 
tures on the size of the budget de- 
ficit. 
Another move turned on plans to 
merge the DBP into the PNB — an ef- 
fort that had the support of former 


Sugar Trading Corp.. which was dismantled in 1985 with 
huge unpaid debts. 


rime minister (who was concurrently 

inance minister) Cesar Virata and 
cen governor Jose Fernandez 
(who still holds his job under the new 
administration). Virata's plan also in- 
cluded steps to divest from govern- 
ment control six com banks 
the Filipinas Bank, the Associated 
Bank, Interbank, Commercial Bank 
of Manila, Union Bank of the Philip- 
pines and Republic Planters Bank — 
and to set up an industrial bank to fi- 
nance large-scale projects. 

In late November, Marcos put à 
hold on the merger plan — one which 
had earned the distrust of more than 
5,000 staff threatened with possible 


retrenchment. DBP staff especially 


fiercely résisted the merger, fearing 
mass lay-offs. DBP vice-chairman 
Jose Tengco claimed a systematic ef- 
fort to put the DBP in a bad light. This 
issue remains a challenging one for 
new Finance Minister Jaime Ongpin, 
who frequently criticised the former 
policy of having government-owned fi- 
nancial institutions, incl deve- 
lopment banks, rescue deeply indebt- 
ed enterprises linked to Marcos’ sup- 


porters. 
But Ongpin and other new econo- 
mic cust face a need to show 


tangible progress towards improved 
investments in line with President 


banking 
criticism, losses have hit both govern- 
ment and private banks' earnings — 
savaged not any by colossal pillagi 
but also by a deteriorating extern 
economic climate. 

The argument is that banks like 
DBP, despite past habits of throwing 
good money after bad, can — 
claim that their mandated, high-ris 
lending has put them in a tighter spot 
than commercial banks amid t 
DBP in particular has developed an 
extensive branch network around the 
country and could, with the right peo- 
ple, resume development financing 
with less start-up time than a newly es- 
tablished agency. The future of such 
organisations received attention dur- 
ing an A pril visit by a World Bank mis- 
sion. 
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Germany is one of the most industri- 
ous nations. And WestLB one of its 
major banks. As a universal bank 
we offer made-to-measure financial 
services to all kinds of industries 
This is just one example of our 
ability to provide solutions tailored 
to specific needs. Of course, sophis- 


EP \VestLB. Bank of an industrious country. 
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ticated services depend on tangible 
assets: The vast resources of inter WestLB 
national banking. Plus an imaginative The Westdeutsche Landesbank 
and innovative approach to financing 
That, in a nutshell, is WestL B's 
simple yet universal business con 
cept. You can bank on it wherever you 
do business Head Office Düsseldorf 





The Westin Chosun, Seoul 


Once Korea's only choice 
for the business traveler. 
Now, simply the first choice. 


= Mie >. 





Located in the very center of Seoul’s business and 
financial district, The Westin Chosun combines 
ideal location with an impeccable standard of 
professional service that comes only from experience 
— the experience of Seoul’s first, and still foremost, 
international hotel. 

The Westin Chosun puts the busy executive in 
470 of Seoul’s most spacious rooms, with king-size 
beds, executive-size writing desks, and 24-hour room 
service. 

Complete business services include 24-hour telex, 
facsimile, and International Direct Dialing. 

To relax and unwind there are eight distinctive 
dining and entertainment outlets. And for recrea- 
tion, an executive fitness center. 

For the things that count most to the business 
traveler, count on us at The Westin Chosun. 


THE WESTIN CHOSUN 
Seoul 
C.P. CO. Box 3706, Seoul, Korea 
Tel: (82-2) 771-05, Tlx: K24256, Fax: (82-2) 752-1443 


For reservations, call your travel agent or contact other Westin Hotels worldwide. 
Partners in travel with United Airlines and Hertz. 











Very lonely indeed, if family and friends 
have been left behind 

The United Nations High Commissioner 
for Refugees needs your help to give 
refugees a feeling of belonging. This 
advertisement isn't asking for your money. 
Just for your compassion and understanding 
To help, please contact the UNHCR Office in 
your country or a voluntary agency which is 
concerned with —— 





E. 


United Nations High Commissioner for Refugees 


We Make Your Business 
Completely Established 
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| 77 — —-- PROFITS ARE EARNED THROUGH- USE — NOT OWNERSHIP — - OF EQUIPMENT 
NOW, WE MEET ALL YOUR NEED — 
ANYTHING THAT BELONGS IN THE CATEGORY OF 
MACHINES AND EQUIPMENT IS AVAILABLE — MACHINE TOOLS, 
CONSTRUCTION EQUIPMENT, MANUFACTURING MACHINES, 
SHIPS AND AIRPLANES, OFFICE MACHINES, 


FREEZING EQUIPMENT — AND SO FORTH. 


THROUGH OLC'S NETWORK 
WE NOT ONLY MAKE YOUR BUSINESS COMPLETELY ESTABLISHED WITH LEASING 
BUT ALSO PROVIDE ALL FINANCIAL SERVICES YOU NEED 


OLC's subsidiaries and affiliated Companies in Asia H . s 

Hong Kong — Orient Leasing (Asia) Ltd. Orient Leasing (Asia Lt M 
— Orient Leasing (Hong Kong) Ltd ; 

Singapore — Orient Leasing Singapore Ltd, Licenced Deposit—Taking Company 


T a Ll 
moore f ronem Bie uana ^ Orient Leasing (HK) Ltd. 


Korea — Korea Development Leasing Corporation 





Equipment Leasing Specialist 


Orient Leasing Co., Ltd. iu ibd Peres quodis a * 30th Floor, United Centre, 95, Queensway, Hong Kong. 
Thailand — Thai Orient Leasing Co., Ltd. Tel: $-295522-7 Telex: 75680 OLCHK HX 
TOKYO Sr! Lanka — Lanka Orient Leasing Co., Ltd 


China — China Orient Leasing Co., Ltd 


Would you like your Swiss summer 





or straight, 


> valet il 


T 9^ oil 
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or with some water? 
More precisely: Would you like to go hiking, or swimming, or cycling, surfing, or mountain 
climbing? How about riding, playing tennis or golf? Or would you prefer to go to a concert, 
tour the country or simply relax in a comfortable hotel? Our brochure “Switzerland and 
the Alpine World. Summer 1986” might help you to make up your mind. By the way, the 
prices are as accommodating as the people who will do everything to spoil you during 
your Swiss vacation. swissairá y 




















AUSTRALIA 


By far the broadest attack has come from the two Ameri- 
can giants, Chase Manhattan and Citibank. Chase — in equal 
partnership with the country’s biggest insurance enterprise, 
the Australian Mutual Provident Society (AMP) — opened 


— — ——M — 


the field, with branches in Sydney and Melbourne. Citibank. 


wholly owned by its US parent, opened in December with the 
— | substantial assets of its finance and merchant-bank arms as a 


springboard. 


| Both have moved quickly to link their electronic banking 

means ce att e | services into the automatic-teller machine (ATM) networks 
of Australian banks, building societies and credit unions. 

This has produced a geographic spread to rival that of the 


By Hamish McDonald in Sydney four big Australian-banks (Westpac, Commonwealth, ANZ 
fter the euphoria that surrounded the Australian Gov- and National Australia), without their costly "bricks and 
ernment's decision in February 1985 to license 17 new mortar" branch structure — though confined to a limited 
foreign banks and liberalise ownership of merchant range of transactions. Citibank opened some 12 branches in 

banks, the banks have settled down to a hard fight for market its first three months and expected to bring the total to about 

share. 35 over five years. Chase AMP has opened sub-branches in 
The number of new bank licences was more than double nine offices of a major Sydney-based building society and 
what was generally expected, Consequently, the successful | aims at a similar branch network. 

contenders find themselves with far more competition than The two have made aggressive loss-leading overtures in 

they bargained for — particularly those that played safe in the retail-banking sector, aiming at “high net worth” indi- 

the selection process by catering to government objectives in viduals. Gimmicks have included free cases of champagne 
locating head offices outside the financial capitals of Sydney | for new account-holders from Citibank, and a lottery for gold 
and Melbourne, or in taking on local partners. | coins. 

Not only is the mainstream banking sector extremely | A similar thrust into retail banking is also expected from 
crowded, the ranks of merchant banks doubled as foreign in- | Bank of America’s joint venture with retailer Coles-Myer 
stitutions took advantage of an indefinite moratoriumonthe | (25%), which gained approval from the US Federal Reserve 


50% local-equity guideline ."^wsSuwoowuo — Only in March this vear. The 
set by Canberra. While this | " JN ALS | Coles-Myer connection of- 
Is expected to vield new ser- : | m Um AUT -M fers a main-street presence 
vices that will increase the across Australia, ranging 
volume of banking business. from downmarket variety 
both new and old institutions stores to swish city depart- 
expect mounting competi- ment stores which. com- 
tion for market share. *In'a bined, have about 20% of 
country of 15.5 million peo- Australian shopping  busi- 
ple we now have 32 banks ness. 
and 132 merchant banks." The two other American 
said Citibank — chairman institutions, Bankers Trust 
Michael Cannon-Brookes in Australia Ltd and Morgan 
Sydney. “With that popula- Bank Australia Ltd, will stay 
tion there is just not enough more in traditional lines of 
business.” business. BT will pursue the 
By the end of March, corporate-finance, foreign- 
most of the new licencees exchange, money- and capi- 
had opened for business, tal-markets business thai 
generally starting made it the most 
with shop-front pre- profitable Australian 
mises in Sydney and merchant bank in its 
Melbourne, after previous incarnation. 
complex negotiations | It will open a retail 
with the Reserve | branch near Sydney's 
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Bank of Australia Martin Place, but will 
(the central bank) on not promote this 
the structure of their heavily Ihe local 
relationships with offshoot of J. P. Mor- 
existing merchant- | gan, which has vet to 
bank and finance op- announce an opening 
erations. date, will operate 
While many were cven more removed 
still solving various | =| from the increasing 
teething problems re- |! ! : | j| razzmatazz of retail 
lating to staff. pre- | * — — Ny I ^ banking. 
mises and so on, and | IER ` | | A comparatively 
the level of business wide range of services 
being handled was will be offered by 
still quite small, some Barclays Bank Aus- 
general trends were tralia Ltd and Na- 
apparent in the way | tional Mutual Royal 


the various banks y» p | J AES ~ i Bank — a joint ven- 
were approaching the | 


xL a : MACC X i. re 4 ture between Royal 
Australian market. Sydney's Martin Place; business district from the air: crowded, now. OA7"*5| Bank of Canada and 
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its Chase AMP Bank Ltd in September 1985 at the head of 
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the second-biggest Australian insurance group, National 
Mutual. More weighting to corporate banking and trade will 
be given by the British trio of Lloyds Bank NZA Ltd, Nat- 
West Australia Ltd and Standard Chartered Bank Australia 
Ltd. 

Bilateral trade and investment links will be the business 
foundation of several other banks, including Bank of Tokyo 
Australia, HongkongBank of Australia Ltd, Mitsubishi 
Bank of Australia Ltd, Deutsche Bank Australia Ltd, Bank 
of Singapore (Australia) Ltd (controlled by Oversea- 
Chinese Banking Corp.), and Bank of China (BoC — al- 
lowed to open branches, rather than subsidiaries, as a special 
case). 

HongkongBank and BoC have also angled strongly for 
business with the substantial Australian-Chinese communi- 
ty, in forwarding remittances and arranging trade finance. 
HongkongBank’s second branch in Sydney has been located 
in the Chinatown district, with ATMs offering both English 
and Chinese services. BoC has opted for premises just off the 
prestigious Martin Place in the city centre. 

The Industrial Bank of Japan (IBJ) is stuck with the odd- 
est market position from the concessions it made in its eager- 
ness to gain a licence. With headquarters in Perth, it has 
opened the only retail operation in its worldwide network via 
one of its three Western Australian partners, a building so- 


Container handling, Melbourne: the trade lure. 





ciety. IBJ Australia Ltd will show most enthusiasm for its 
traditional lines of resources and industrial development, 
which will be pursued through big offices in Sydney and Mel- 
bourne, as well as Perth. 

In addition to wealthier individuals, the foreign banks are 
chasing such obvious targets as medium-sized companies and 
exporters who might be helped to expand their horizons. The 
presence of new banks has not vet produced the upsurge in 
takeover financing some predict, though this is always an 
easier option for newcomers without a client base which 
might include the target. 

With the Australian economy slowing down and the big 
four Australian domestic banks among the strongest in the 
world (REVIEW, 30 Jan.), many analysts predict that only a 
handful of the new bank entrants will be a major presence in 
five years time, with the rest retreating to whatever market 
niches they can define. 

The sorting-out may be hastened by "tiering" of Austra- 
lian banks in their access to funds. After decades of being re- 
garded in the market as equal credit risks due to their lender- 
of-last-resort backing from the Reserve Bank, Australian 
banks are being subjected to ratings by private agencies. An 
intense argument is under way about whether differences in 
ratings should affect the interest rates on notes issued by the 
banks, which all approach the market on equal terms at pre- 
sent. ü 
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NEW ZEALAND 


Turmoil follows 
a long era of 
enforced calm 


By Colin James in Wellington 

ew Zealand banking is in turmoil. Rapid deregulation 
N of all parts of the finance, foreign-exchange and capi- 

tal markets, coupled with big changes in technology 
and a forced march through basic economic restructuring 
under the reforming Labour government, has driven banks 
and other financial institutions into a deep re-assessment of 
their roles and market positions. A radical shakeout is under 
way. 

Commercial banking has been dominated bv four (until 
1984, five) "trading banks": the government-owned Bank of 
New Zealand, the Australian-owned Westpac and Australia 
and New Zealand Banks and the British-owned National 
Bank of New Zealand, a subsidiary of Llovds. They alone 
were entitled under restrictive legislation administered by 
the Reserve Bank, the central bank, to operate a full retail, 
wholesale, commercial and corporate banking service, in- 
cluding the prized right to issue cheques. 

At the next level are regional non-profit trustee savings 
banks and the nationwide Post Office Savings Bank, which 
operated at the retail level and only during the past decade 
sbtaitied cheque-issuing rights. Each of the trading banks 
also runs a savings bank subsidiary. Beyond that, finance 
companies and merchant banks have operated mostly at the 
wholesale level, though two finance companies, Marac and 
Broadbank, have run high-street retail banking facilities that 
stop short of cheque issuing but offer most other services. 
Close to them are the 14 building societies, dominated by the 
two biggest, United and Countrywide, which have increas- 
ingly widened their home-loan activities into a more general 
retail field. 

Adding to the crowd, insurance companies and stock 
brokers have been moving into the finance field, foreign 
bankers have been setting up in the wholesale area and some 
banks have been moving into insurance and looking at mov- 
ing into retail stockbroking when the share market is deregu- 
lated this year. 

That deregulation comes roughly at the same time as gen 
eral deregulation of banking. for which legislation is now in 
the pipeline. Under a new policy announced in November 
1985, any company will get a banking licence if it can demon- 
strate to the Reserve Bank that it has issued capital of NZ$30 
million (US$16 million) — of which 15 million is to be paid up 
— substantial existing business in deposit-taking and lend- 
ing, a well-spread shareholding or firm internal controls 
against too great a concentration of lending. demonstrable 
banking expertise and “good standing in the financial com- 
munity.” 

Just how many of the companies which for some years 
have been gathering at the now-about-to-be-opened door, 
will go for licences is still a matter of conjecture. Around 20 
have had serious discussions with the Reserve Bank since 
November, but it is unlikely all will go for full banking li- 
cences. 

The once-prized licence to an exclusive club is less 
desirable for being easily obtainable and the field ts 
already crowded, suggesting that operators are better 
advised to find a niche rather than take on the broad 
retail and wholesale operations of a full bank. As Bank 
of New Zealand economists Donal Curtan and John Lepper 
wrote in Triple A magazine in March: “Most of the pur- 
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banking) and Macquariebank 


.rates for short-term and small 


chase options have been 
picked over by existing banks. 
but not in sufficient depth. A 
foreign bank might welllook at 
buving an existing savings bank 
or finance company, but it 
could just as easily consider 
buying an insurance company, 
a stock and station agent ead 
financier]. a real-estate 
agency, a share broker or the 
credit card operations of a 
retailer." 

The foreign banks have 
been looking. Among them: 
Citibank, National Bank of 
Australia, Midland, Barclays 
and National Westminster. 
Some have been buying. 
Among them: National West- 
minster which as a result 
has a finance company and a 
merchant bank, National Bank 
of Australia (a finance. com- 

Barclays (merchant 


(a chunk of sharebrokers 
Francis, Allison, Symes). 
Some have been setting up and 
waiting. Among them: Indo- 
suez. 

And not just banks. Australian-based insurance heavies 
already operative in New Zealand, AMP and National 
Mutual, have been actively examining and moving into bank- 
ing in New Zealand in the wake of having done so in Austra- 
lia. Australian-based conglomerate Elders bought a rural fi- 
nance firm last year. 

Non-bank institutions within New 


eregulation. 


Zealand have been 


moving, too. New Zealand Insurance and taxpayer-own- 
ed Government Life Corp. have bought finance houses 
Marac and Broadbank off the industrial conglomerate, 


Fletcher Challenge. Fletcher Challenge itself, in March; ex- 
panded its rural financing activities by | merging its 
Wrghtson-NMA stock and 
Station agency with Crown- 
Dalgety to take 56% of that 
specialised, but now heavily 
beleaguered, market. 

Where it will end is any- 
body's guess. But there is a 
ereat deal of rationalisation 
vet to come, particularly. at 
the retail end, where custom- 
ers are still only finding out 
the advantages of competitive 
deposit-taking that can give 
them near wholesale market 


parcels. 

This should cut into the 
competitiveness of the govern- 
ment-guaranteed but corres- 
pondingly legislatively ham- 
strung trustee savings banks, 
which look set to merge into 
one or two new banking corpo 
rations. The same also applies 
to the building societies, one of 
the two biggest of which, Unit- 
ed, has already got ministerial 
approval to turn itself into a 
company, if necessary, to free 


itself from the societies’ restric- 
tive 





legislation and finance 
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Sheep station: rural financing in favour. 





companies, many of which, 
like most of the building socie- 
ties, may be too small to sur- 
vive and may be pushed into 
amalgamation. 

But deregulation is already 
proving to the liking of the es- 
tablished trading banks. In its 
February newsletter Westpac 
quoted Reserve Bank figures 
to show trading banks' share of 
the finance sector had climbed 
from 37.3% in March 1985 to 
41.2% in September, clawing 
back a share from non-bank in- 
stitutions which, being rela- 
tively unregulated, had flour- 
ished at the regulated banks' 
expense during the 1970s and 
early 1980s. 

The big banks themselves 
have become more flexible and 
aggressive in their marketing at 
the retail level and in their 
pitch for corporate business. 
Figures are hard to come by, 
but there is reason to believe 
that they are playing an in- 
creasing role in financing of 
corporate capital deals, espe- 

cially during a period of high 
takeover and merger activity, as corporations shift the 
balance of their funding somewhat from equity to debt, The 
big banks have also had to become more international in 
their outlook with the scrapping of exchange controls in late 
1984. For example, the Bank of New Zealand in April up- 
graded its representative office in Hongkong to a full deposit- 
taking and lending branch. 

More shocks are to come. After around two years 
of trials for varying periods by a number of competing 
groups, electronic funds transfer at the po of sale 
(Eftpos) is now being made-a partial market reality as 
the trading banks, working through ‘their cooperatively 
owned clearing house, Data- 
bank, install terminals in pet- 
rol-service stations and plan 
wider installation of terminals 
in shops (execution of which 
plans is currently hampered by 
a lack of telephone lines). 
Other institutions are active in 
the field: the trustee savings 
banks have some local schemes 
and two of the travel and enter- 
tainment card operators, Ame- 
rican Express and Diners Club, 
have negotiated automatic tell- 
ing machine facilities with two 
non-bank ATM networks and 
Eftpos facilities with petrol ser- 
vice station chains. 

Remote banking is also 
beginning, notably by the 
state-owned industrial finan- 
cier, the Development Finance 
Corp.. but also in a small 
way by two trading banks 
through videotext terminals 
in offices and homes. New 
Zealanders have proved quick 
to take up new means of handl- 
ing finance and are likely 
quickly to take to Eftpos and 
home banking. o 
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INDIA 


Growing fast but 
hamstrung by 
state control 


By Mohan Ram in New Delhi 


ndian Prime Minister Rajiv Gandhi's liberalised po- 

licy of frecing industry from irksome controls and em- 

phasising productivity, efficiency and new technology 
changed India’s investment environment significantly during 
1985 — which was seen by entrepreneurs as a watershed year 
for the economy. But the new policy package has left the 
banking industry, 90% state-owned in terms of deposits, un- 
touched. 

Banking continues to be tightly regulated and run by face- 
less bureaucrats. Although Gandhi began his tenure with a 
promise to shake the industry up and instil professionalism, 
there is little indication of change. But, just as other public- 


sector units are coming under scrutiny, the performance of 

























Shoppers; wheat coming to market: priority sectors. 








tate-owned banks has been under close watch during 
the past year. 

The governments policies have emphasised the 
social, not the market role of the banking system. 
which was nationalised in phases — 14 major banks 
joining an existing state sector in 1969 and six added 
to the list in 1980. Official thinking recognises that the 
basic objectives of nationalisation have almost been 
achieved. 

First, the phenomenal expansion of the banking 
system has deepened and widened its infrastructure 
to make it accessible to a large area. The number of 
branches, in the public and private sectors together, 
has risen from 8,262 (most of them in the urban areas) 
in mid-1969, to 51,385 (of which more than 65% 
are in rural areas). in mid-1985. Aggregate deposits 
rose from Rs 46.64 billion (US$3.8 billion) in 1969 to 
Rs 322.37 billion in 1980 — and to Rs 847.18 billion in 
January 1986. 

secondly, a structural transformation has been achieved 
in the deployment of bank credit in favour of priority 
sectors (such as agriculture, small industry, the retail 
trade and artisans), and socially weaker sections (such 
as backward areas and former untouchable castes). The 
public-sector banks were required to step up concessional 
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lending to these priority sec- 
tors and social sections to at- 
tain a target of 40% of total 
lending by March 1985. That 
target has just about been 
achieved. Gross bank credit 
(including bills re-dis- 
counted), has gone up from 
Rs 220.3 billion in 1980 to 
Rs 543.27 billion in January 
1985. 

Official thinking also rec- 
ognises that forced branch 
expansion and the rigidity 
of the system has tended 
to erode profitability and 


brought housekeeping and 
_ | customer services under 
Gandhi: scrutiny. | strain. But there is little 


likelihood of a change in the 
thrust of official policy. The banking system will continue to 
be an instrument to raise budgetary resources and to advance 
the socio-economic goals of official policy. Therefore. 
privatisation is not on the agenda and even if it were to be. 
the level of profitability is so low that there would be few 
takers. 

The Finance Ministry and the Reserve Bank of India have 

indicated that within the overall strategy, they are 

looking for a drive towards greater efficiency, in- 
creased profits and modernisation. Such a drive 

acquires a sense of urgency because the 1985-90 

seventh Plan relies heavily upon the banking system 

to mobilise resources; obviously, the system should 
| be able to respond adequately to this challenge. 

The Seventh Plan, which aims at 5% average an- 
nual growth, involves a public-sector outlay of Rs 1.8 
trillion (in 1984-85 prices). The plan will utilise about 
Rs 210 billion in market borrowing, and experience 
suggests that about 65% of this will come from the 
| commercial banks. In recent years, the government 
| has been looking more and more to the banks to 
finance development. 

The plan assigns to the private sector an important 
TRIBHUVAN NATH 











role in achieving the growth target, which calls for stepped- 
up industrial ouput: it obliges the private sector to invest 
Rs 540 billion in 1984-85 prices. While the sector can raise 
Rs 200-250 billion through internal generation (mainly in de 
preciation and surpluses available for development), the rest 
must come from external sources, particularly from the capi- 
tal markets and bank borrowings, because the inflow from 
abroad is not likely to be great. The Seventh Plan provides 
for a total foreign inflow of Rs 200 billion, of which Rs 180 














billion is for the public sector. 
This comprises both concessional 
aid and commercial borrowings. 

For the private sector, the bulk 
of the inflow will be in the form of 
commercial borrowing. The gov- 
ernment has been using — or per- 
mitting — external commercial 
borrowing selectively, to limit the 
debt-service burden. While syndi- 
cated commercial-bank loans and 
credits account for the bulk of the 
borrowing, India has turned to other forms, especially 
bonds. Approvals for commercial borrowings (for the gov- 
ernment and the private sector together). are likely to 
amount to Rs 150 billion for 1985-86, compared to Rs 190 
billion in 1984-85 and Rs 108.5 billion for 1983-84. 

Thus, the plan is to be financed essentially out of domestic 
resources, with only 10% of the public-sector outlay depend- 
ing on external flows. The flow of capital from abroad has re- 
mained at around 1.3% of gross domestic product in recent 
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years and is unlikely to increase. 
Gross domestic savings às a pro- 
portion of GDP has hovered 
around 21%, but the new plan pro- 
jects it to go to 26% by 1990-91. 

The banks now mobilise 25% 
of India's savings. With a tightly | 
regulated capital market, the 
banks could grow at the expense 
of other savings instruments. But 
the situation has been changing 
since 1983, when the government 
permitted attractive interest rates on corporate deposits and 
evén public-sector undertakings were allowed to borrow 
from the market. A three-year corporate deposit fetches up 
to 15% a year, while the banks are allowed to pay only 10%. 
Also emerging as a rival to bank deposits is the non-converti- 
ble seven-year debenture, also offering up to 15%. A more 
recent development is the issue of bonds by state-owned en- 
terprises, at 14%. For the banks. reform of the interest-rate 
structure is seen as an immediate imperative. 














at least US$85 million by its own ad- 
mission. 

"We are extremely careful now," 
said J. R. Varshney, chairman of Pun- 


—.. By Neelkant Patri in New Delhi jab National, in an interview. "We 
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= "he problems that some Indian 
- M banks have run into in recovering 


s. loans in Britain, Bahrain and Singa- 


pore appear to have halted the expan- 


— sion of Indian bank branches abroad, 


. as voices questioning the very need for 
these banks are raised in India's parlia- 


i 
J ment 
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The Reserve Bank of India (RBI), 


— which does not publish a breakdown of 


— the foreign branches’ performance, 


— sentative offices, three depo- 
sit-taking companies (all in © 

Hongkong) and two wholly | . 
owned subsidiaries 


said in its latest report on trends in 
banking in India (1984-85) that the 


- number of foreign branches of the 13 
^ Indian banks was unchanged, 
— at 141, at the end of June 1985. 


There were also some 12 repre- 


in Los | ie 











foreign branches regularly and advise 
bank managements, is — — 
by enormous delays in getting infor- 
mation. 

The government-owned Punjab 
National Bank has just four branches 
abroad — all in Britain — and alon 
with the Central Bank of India a 
Union Bank of India, has figured 
prominently in lending to Esal Com- 
modities, of Rajender Sethia to the 
tune of some US$130 million, Al- 
though some recoveries have been re- 
ported, the bank may have to write off 


have greatly toned up the system of ad- 
ministration, control and discretion- 
ary powers [of bank managers] and 
will look with great care at the size of 
business, quality of business [before 
lending]." he said. The “toning up” 
followed a report by the British con- 
sultancy firm, Peat Marwick, on the 
bank’s branches in the country. 

RBI, meanwhile, has set up a work- 
ing group with its own representatives 
and those of the government and the 
major public-sector banks to frame 
guidelines on operating and control 
systems for overseas branches. 

Indian banks abroad are 
concentrated mainly in coun- 
tries with large Indian expat- 
riate populations or where a 
small group of Indians con- 
trols trade in some specific 


er and Toronto. Indian commodity — for example, 
__ banks also manage some 11 ex- diamond traders in Antwerp. 
= change companies, most of East Africa, Nigeria, Bri- 
them in the Gulf. | tain, the Gulf and South- 
Demands that some of | east Asia account for the 
__ these branches be closed down | majority of their branches. In- 
. were made in the wake of re- dian banks have entered 
+ y nessmen of In- ana ave started tak- 
. dian origin were unlikely to | ing in greater numbers of im- 
ET be Consti e siena — | migrants from the Subconti- 
— supervision and control from nent. 
their head offices, some of | EE. State Bank of India, the 
these branches apparently | — largest Indian bank and the 
have been lax in applying | one with most branches 
lending rules strictly. Re- | abroad — which started the 
Dus rts have also alleged trend of setting up branches 
fg seg in some — es va to service overseas Indians 
= «al managers collu wit | = — has also started arrang- 
Se businessmen to defraud | Dr x ing foreign-currency loans for 
m T «sw Indian companies. Other 
35 The RBI, whose function is a f banks have dd this 
—— to review the working of the |The Reserve Bank: information delays. trend. 
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Engaging the government's attention is the report of an 
expert committee headed by Prof. Sukhamoy Chakravarty. 
Its recommendations, made in April 1985, have a bearing 


among banks even within the constraints of the government's 

policy objectives. At present, the government pre-empts — 

37% of time and demand liabilities of the banks through the ^ 

both on the return to the depositor and the profitability of the statutory liquidity ratio and another 9% has to be maintained 

banking system. as a cash reserve ratio (against total deposit liabilities). So 

The spread between the average deposit rate (7.5% ) and banks' freedom in regard to advances extends only to 5496 of 
| 









the average lending rate (13.5%) is high. The committee deposits. But then the public-sector banks are required to ex- 
wanted this reduced to a more internationally accepted three tend 40% of their credit to priority — or weak — sectors 
points, But restructuring of interest rates to achieve this | which means barely 15% of their lending is possible on real - 
poses problems. The committee found that real interest rates | commercial terms. 
in India have fluctuated widely. Short-term deposit rates A limited attempt to promote competition was made in 
have not kept pace with inflation and have been negative dur- April 1985 when the maximum rate of interest on deposits 
ing eight of the past 13 years, while long-term rates have been | was raised to 8% from 3-495. But this was abandoned in less 
positive for almost all this period. than eight weeks because of the opposition from banks on the - 
ground that it would wipe out a large portion of their profits. 
Man-management is poor in the banking system, because — 
it is run like the government, with pay and promotion virtu- 
ally guaranteed to most employees with the mere passage of — 
time. And housekeeping is poor, particularly in the matter of 










that on long-term deposits, while long-term lending rates 
are lower than those on short-term loans. The committee 
recommended that the base on deposits should be fixed to 


n India, interest on short-term deposits is low compared to 























yield a slightly positive return above the short-term inflation | reconciliation of inter-bank accounts and inter-branch ac- 
rate. As for loans, it favoured a base rate that would yield a | counts, delays in crucial services such as clearing and encash- 
3% spread over maximum deposit rates. (The current maxi- ment of cheques, remittance of funds and updating of pass- 1 
mum deposit rate is 11% for five years, while the maximum books; counter service, too, tends to be indifferent and | 
lending rate is 17.5%.) While the recommendation aims at sloppy. An agreement was reached between the Indian | 
reducing the cost of credit, such reduction should not affect Banks Association and the major unions in 1983 on a limited 1 
profitability, which is already low. degree of mechanisation and computerisation. This, when | 
The cost of financial intermediation in India is among the implemented, will vastly improve services. > 
world’s highest; banks subsist virtually on income from lend- Re-organisation of the system through selective merger 
ing, because various services are either free or almost free. would make for a greater degree of competition. Disparities | 
The ratio of service income to total income ranged from in the size of the public-sector banks makes for an unba- | 
3.13%-6.7% for most nationalised banks during 1984, a de- lanced situation, with the smaller ones placed at an im- f 
cline over the previous year. An attempt last year at levying mediate disadvantage. A beginning has to be made if Gandhi ` 
services charges or raising them failed because of competi- is to redeem his promise to vitalise the WR oem — 
accelerate > 










tion and undercutting by banks. make it more responsive to the challenge o 
^ . > t . T . . . 
Bankers feel it is still possible to promote competition | growth that will take India into the 21st century. o 
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Bayerische Vereinsbank 
... your international partner 
from A toZ, from Athens to Zurich, 
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-. 6 Our representative office in Hong Kong puts you in touch with all the 
opportunities offered by this important financial and trade centre. Our 

Tokyo branch and representative office are experienced partners for trade 
with Japan and Korea and for financial transactions in the Yen market. a 


b @ Bayerische Vereinsbank was represented in China at the Technical 
Exhibition »Business Partner Bavaria« in Qingdao (Shandong Province) 
from October 7-15, 1985. 


6 Our representative office in Beijing operates since March 1986. 


- Our international network from A to Z: 


—. Athens 10671, Representative Office, 3 Valaoritou Street, Telex: 218014 - Atlanta, GA 30303, Agency, 230 Peachtree Street, N.W., Telex: 804688 - Beijing, Jianguo Hotel, 
Jianguo Men Wai Da Jie - H-1364 Budapest, Central-European International Bank Ltd., P.O. Box 170, Telex: 224759 - Caracas 1010 A, Representative Office, P.O. Box No. 6683, 

Telex: 24320 - Chicago, IL 60602, Branch, Three First National Plaza, 70 West Madison Street, Telex: 254324 - Cleveland, OH 44114, Ohio Savings Plaza, 1801 East 9th Street, 

— Telex: 196001 - Grand Cayman, Branch, P.O. Box 694 - Hong Kong: Representative Office, 3/F., St. George's Bidg., Ice House Street, Telex: 64838 - Johannesburg 2001, 
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Boulevard, Telex: 698357 - L-2014 Luxembourg, Subsidiary, Bayerische Vereinsbank International S.A., Boite Postale 481, Telex: 2654 - Manama (Bahrain), Representative Office, 

P.O. Box 20432, Telex: 9290 - |-20121 Milan, Representative Office, Via dell’ Orso 20, Telex: 340068 - |-41100 Modena, Representative Office, Condominio |, Portici-Via Sassi 20 

— — New York, NY 10017, Branch, 335 Madison Avenue, Telex: 62850 - New York, NY 10017, Correspondent Banking Office for North America, 335 Madison Avenue - New York, 

E _ NY 10151, Associated European Capital Corporation, 745 Fifth Avenue, Teiex: 6801170 - F-75002 Paris, Subsidiary, BV France, 9, rue de la Paix, Telex: 210219 - 20044 Rio de 

- A Janeiro, Representative Office, Caixa Postal 2996, Telex: 2131540 - 01000 São Paulo, SP, Brazil, Banco Itau de Investimento S.A., Caixa Postal 30341, Telex: 1124261 - 

— Tehran, Representative Office, P.O. Box 11365-6516, Telex: 214206 - Tokyo 100, Branch, C.P.O, Box 1379, Telex: 26351 - Tokyo 100, Representative Office, C.P.O. Box 1379, 
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BANGLADESH - 


Getting the cash 
to industry 
is the catch 


By S. Kamaluddin in Dhaka 


or the first time in many years, Bangladesh's food-grain 
FR Production ; in fiscal 1986 — at 16.5 million tonnes — 
reached its target, enabling the economy to achieve a 
reasonable (5.2% ) growth rate, against a target of 5.5%. Fis- 
cal 1986 is also the first year of the Third Five-Year Plan 
(1985-90); the plan's growth rate has been projected at 5.4%, 
compared to actual growth of 3.8% a year during the Second 
Plan (1980-85). But this means that the new plan's first vear, 
despite the record food-grain production and a bumper raw- 
jute harvest of about 7.5 million bales, did not meet its 
growth target. 
Liquidity expansion is now expected to come to 15% by 
the end of June (the target was 14.1%), compared to 25. 6% 
in fiscal 1985 (target 14.5%). This can be considered reason- 


able compared to recorded liquidity e expansion o | 

cal 1983 and 41% in 1984. Agriculture — nore 1 
50% of gross domestic product, thus a good perform: nc 
this sector is immediately reflected in the country’s: 
growth. The industrial sector forms less than 9% of GDP ai 
its lacklustre 5% growth during the current fiscal year nan 
helped overall growth. 

Such failures can be attributed substantially to the no 
availability of funds from the country’s two specialisedar 
trial-financing institutions — Bangladesh Shilpa Bank. 
Bangladesh Shilpa Rin Sangstha because of their b 
debt-recovery position. This follows a freeze on the relea 
of fresh funds by the Asian Development Bank and 
World Bank for the two institutions. 

This freeze, coupled with the Bangladesh Bank's (the 


tral bank) credit-control measures, affected total ind 


loan sanctioning by the government. During the. first 
months (July-February) of the fiscal — bank credit 
creased by Taka 13.02 billion (US$390 million), compa 
Taka 22.5 billion in fiscal 1985. | 

In turn, says A. H. Shahadatullah, a member of the Pla 
ning Commission, private-sector investment in the country i 
likely to decline by about Taka 3 billion from fiscal 1985 — 
from Taka 19 billion to Taka 16 billion. Fortunately, said 
Shahadatullah, public-sector investment will remain largely 
unchanged at Taka 38 billion. 

Bangladesh Bank governor Nurul Islam told the REVIEW 
the central bank’s efforts have been rewarded by an effective 




















check on monetary expansion during the 
year. However, he pointed out that the in- 
troduction of credit cards by banks — a first 
for Bangladesh — has made the job of | 
liquidity control more difficult. 

Islam also expressed his concern at the 
rapid growth of the black, or underground 
economy, which he prefers to call the "infor- 
mal" economy. In the absence of reliable fig- 
ures, he is inclined to believe this sector may 
be as large asa third or more of the country's 
GDP; and it remains outside the control of 
the banking sector. But there is a bright as- 
pect to this. Said Islam: "We are probabh 
underestimating the growth of the overall 
economy, as the activities of the informal 
economy remain largely unrecorded or 
grossly under-recorded. " 

Meanwhile, the six newly established pri- 
vate-sector banks — all of which became 
operational in 1983 — have shown quite 





Jute harvest: a big help, but no 
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strong growth both in business volume and 
in branch expansion, despite some teething troubles. For | 
some of the banks, especially National Bank, successful de- 
posit-mobilisation efforts posed a problem in maintaining 
capital: asset ratios. But the central bank's decision to reduce 
this requirement from 7.5% to 6% has somewhat eased the | 
situation. | 





PAKISTAN 


Islamic banking: 
there's profit 
in the system 


By Mohammed Aftab in Islamabad 

akistani banks have posted profits for 1985, but some | 

of them also faced the problem of higher than desired 

liquidity. This was because both lenders and borrowers 
were still calculating the implications of the switch the coun- 
try's banking system underwent from 1 July 1985 — when all 
banks were required to conform to the rules of Islamic bank- 
ing. 

The five Pakistani banks, nationalised from 1974, an- 

nounced an aggregate profit of Rs 1.51 billion (US$93.2 mil- | 








lion) in calendar 1985. The five, which together have 6,691 
branches, are: Habib Bank, National Bank of 
Pakistan, United Bank, Muslim Commercial 
Bank and Allied Bank. Habib made the biggest 
profit, at Rs 840 million, and declared a 6% di- 
vidend for 1985. National, United and Muslim 
paid 5% dividends, while Allied paid none. 

The five now have à paid-up capital of Rs 2.02 
billion — Rs 560 million at National, Rs 540 mil- 
lion at Habib, Rs 531 million at United, Rs 260 
million at Muslim and Rs 130 million at Allied. 

The key element in Pakistan's banking scene 
has been this complete switch, from July, to Is- 
lamic banking — now called interest-free bank- 
ing — which applies not only to Pakistani banks 
but also to foreign banks operating in the coun- 
try; the foreign banks have 52 branches here. 

Under interest-free banking, interestingly 
enough, the foreign banks, which had virtual- 
ly no experience of this system and, it was 
feared, would do poorly under it, have in 








100 








Apart from financing medium- and short-term industrial 
projects, the eight private-sector banks — six new and two 
de-nationalised as well as four nationalised commercial 
banks, played an active role in promoting capital markets in 
the country. They financed debentures issued by the House 
Building Finance Corp., Investment Corp. of Bangladesh 


* T 


fact done well. This is despite the fact that the Pakistani 
banks have been operating under the system since | January 
1981 

[he foreign banks, showingan annual rate of return to de- 
positors ranging from 8-42% in.the interest-free scheme's 
first six months (July to December), are in effect declaring 
profits one to more than three percentage points higher than | 
those of their Pakistani counterparts. The five Pakistani | 
banks came up with returns ranging from 7-7.8% in the same 
period, below the range of 7.5-8.8% they had distributed for 
the half year-to 30 June 1985. 

Habib and National have declared a profit of 7.8% each, 
followed by Muslim with. 7.7%, while Allied — and the 
former star of Pakistani banking. United Bank — trailed be- 
hind with 7% each 

The Middle East Bank topped the list among foreign 
banks with a 12% return, while French-based Banque In- | 
dosuez offered 11.2% and Bank of Oman, 9.9%. Hongkong 
and Shanghai Bank, Bank of Tokyo and European-Asian @ 
Bank declared profits of 9.4%; Bank of Credit and Com- 
merce International came up with 9.3%, Standard Chartered 
8.4% , Bank of America 8.3% and Citibank 8%. 

On their one-year fixed deposits, the five Pakistani banks 
declared a profit ranging from 9.5-10.5% , while the return to 
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and other public-sector corpo- ss 


tions. | ided | | | 
funds to members of the Who at Holiday Inn can 1 
offer you the ultimate 






shares. 
While most of the banks 
are still in the process of pre- 
anng their annual reports, 
ttara Bank, de-nationalised 
in 1984, reported a calendar 
1985 profit of more than Taka 
56 million, pre-tax. A." Matin 
Khan, managing director, said 
that with its network of about 
182 branches, Uttara is consi- 
dered the healthiest among 
the private-sector banks. 
Seven active foreign banks 
— Grindlays, Standard Char- 
tered, American Express, In- 
dosuez, Bank of Credit and 
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terest-bearing deposits by up to one percentage point 
(REVIEW, 5 May '83). 

PLS deposits rose to 
Rs 19.9 billion at the end 
of 1983, but the annual 
profit declined to a range e 
of 7-8.5%. Deposits rose | 
again, to Rs 29.3 billion Pe 14 9 See Foon Koppen. 
at the end of 1984 — or 
26.2% of all deposits, in- ...Icare about the small things in life. 
cluding interest-bearing 
accounts at all the banks. 
Of the  nationalised | 
banks' total deposits of 
Rs 132 billion at the end 
of 1985, interest-free 
ones came to Rs 88.3 bil- 
lion — Rs 61.7 billion in 
savings accounts and Rs 
26.6 billion in term depo- 
sits. 

The government de- 
cided to end the parallel 
(Islamic and Western) 
arrangement in 1985 and 
asked all banks to switch 
to the interest-free sys- 
tem, phasing out the 
longer-term interest- 


Commerce International, State Bank of India and Habib | 
Bank (of Pakistan) — are mostly involved in trade fi- i 
nance and have done reasonably well during 1986. All l 
foreign banks, with the:exception of State Bank of In- 
dia and Habib Bank, have computerised their opera- 
tions. e y 
Aid —— $i People Pleaser See Foon Koppen | 
depositors from foreign banks ranged from 10.2-16.3%. The Regional Vice-President | 
return declared by the five on three-year term deposits, — Marketing & Human Resources 
meanwhile, was in the range of 11-12.5%. Among the for- Hospitality: Its definition is elusive, but =. ^ 
eigners, only Middle East Bank was able to offer a return as its presence essential. It could be the warm 
high as 19.3% in this category. Others did not indicate profit smile of a bell-boy, the graciousness of our 
rates on terms beyond one year, with the exception of Stand- | front-office staff, the detailed attention of our 
ard Chartered, which listed 12.5% for two-year term depo- | housekeeping department... ES 
sits. Others’ business will spread to these categories, officials Whatever the definition; the underlying ^ > — 
told the REVIEW. principle is knowing that the customer is the 
At its outset at the beginning of 1981, Islamic banking, boss. ! have a commitment to nurturing 
then called profit-and-loss sharing, or PLS, permitted banks staff who recognise the real boss when he d 
to operate in parallel the old Western-based interest system. walks through our doors. 
Starting from zero on | January 1981, PLS deposits rose to Rs We've given you the ultimate in Room 
7.9 billion in 1982; rates of return for that year averaged some Guarantees. Now we give you a special 
8.576, exceeding the interest available on comparable in- promise of hospitality that will make your =- 
every stay with us a memorable one. s l 
| 
| 
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based transactions as they ran their course. The phases in 
which the switch was effected were: 
> 1 January 1985, all new financing by banks to government, 
the state corporate sector and public and joint-stock com- 
panies to be interest-free. 

> 1 April, all new financing, including that extended to pri- 
vate firms and individuals, to be interest-free. 

> 1 July, all banks, Pakistani and foreign, to stop accepting 
interest-bearing deposits. All savings and term deposits put 
on an interest-free basis. As in the past, current accounts to 
receive no return of any sort. 

> 30 June, the entire assets side of the banks and develop- 
ment-finance institutions (or investment banks) to be shifted 
to Islamic modes of financing — though pre-existing commit- 
ments were carried over. 

Bank advances which did not come under the interest-free 
scheme at the beginning of 1985 were estimated to total Rs 24 
billion. Some of these had been converted to the new system 
by the end of the year. Banking sources say 83% of all bank- 
ing is now interest-free, while the remaining balance is in the 
process of change. One estimate is that bank advances on 





NEPAL 


Straitjacket on 
lending curbs 
banks' ambitions 


By Kedar Man Singh in Kathmandu 
he first year of Nepal's highly ambitious Rs 50.4 billion 
f (US$2.7 billion) Seventh Five-Year Plan. implemented 
from 16 July 1985, has been marred by what critics call 
"faulty and deceptive" fiscal and economic policies of the re- 
cently dissolved government of Lokendra Bahadur Chand. 
Economic observers here also blame World Bank advisers 
for the currently disorderly state of the country's economy. 
Four months after the plan began — with targeted gross 
domestic product growth of 4.5% a year — the Chand gov- 
ernment, on the advice of the World Bank, devalued the 
rupee by 14.5%. Following this, the cost of construc- 
tion materials and consumer goods imported from India and 
elsewhere rose by at least 25%, including increased trans- 
port costs. Critics say the devaluation was far too steep. 

In the wake of the devaluation, 

the Chand government adopted 
several new policy measures, of 
which the most significant were a 
scaling-down of the 1985-86 
budget and squeezing commercial- 
bank lending to control money 
supply. The shrinking of the 
budget in turn led to curtailment of 
several development projects 
launched under the seventh plan 
and of expenditure on economic 
services. Moreover, the credit 
squeeze is affecting Nepal's indus- 
tries and exports. 

In an effort to keep money sup- 
ly growth below 20% , commercial- 
ank credit extension has been li- 

mited to 15.5% (against a 25% in- 
crease in credit volume during the 
1984-85 fiscal year, which ended on 
15 July). Credit to the government 
sector is limited to 12.5% growth 
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Royal Nepal: finance for expansion. 
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which interest is still being received total around Rs 19 bil- 
lion. These advances are for several years. 

M. R. Khan, chairman of the Pakistan Banking Coun- 
cil, who supervises the five nationalised banks, told the 
REVIEW that the rate of profits growth in the past six 
months declined as the funds on which they are —— en- 
larged. Khan said the five nationalised banks had known 
PLS deposits of Rs 34.2 billion at end-June 1985, which 

rovided profits distributable to depositors of Rs 1.74 bil- 
lion. Khan said the nationalised banks now have 90% of all 
deposits in the system, the remainder being with the foreign 
banks. 

There are several reasons for the relatively lower profita- 
bility of the nationalised banks, Khan said. One is that they 
offer accounts which can be opened with just Rs 5, and most 
deposits are small ones and expensive for the banks to main- 
tain. Moreover, the nationalised banks provide concession- 
ary credit to many sectors and E unprofitable 
branches in small villages, as part of a policy of public service. 
These factors cost the five some Rs 600 million a year, he 
said; the foreign banks have no such liability. o 


(against more than 28% in the current year). And the rate of 
increase for public enterprises and the private sector has been 
set at 12% and 20.5%, respectively, an official of Nepal 
Rastra Bank (the central bank), told the REVIEW. 

The credit-control policy hassomewhat dampened the am- 
bitions of the newly opened Nepal Indosuez and Nepal Arab 
Bank, which were prepared to support the country’s indus- 
trial sector by financing the setting up of new industries and 
expanding exports to markets in the Pacific and the US. 

The opening of these foreign 
banks has stimulated competi- 
tion and helped introduce mod- 
ern banking services to the coun- 
try. Indosuez, a month after 
opening for business, has begun 
negotiations for a short-term 
loan of. US$5 million for Royal 
Nepal Airlines Corp. — the na- 
tional carrier — towards the 
cost of two Boeing 757-200 jets. 
Indosuez is also involved in ef- 
forts to sell Nepal's surplus 
commodities, including stockpil- 
ed raw jute, and is studying 
prospects for financing the multi- 
million-dollar Kankai multi-pur- 
pose project in southeastern 


Nepal. oO 
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LE RAFFINEMENT: 
THE STYLE AND ELEGANCE THAT IS MERIDIEN 


At over 45 Meridien hotels San Francisco, New Orleans 
around the world you can Vancouver, Montreal, Rio, 





experience what we proudly call Guadeloupe, Bahia and — 

Le Raffinement. Martinique, 

ASIA/PACIFIC: Hong Kong, EUROPE/ MIDDLE EAST: Gisenyi, Kigali, Luanda, Dakar, 
Hong Kong/ Airport, Singapore, Paris, Lyon, Tours, Nice, Port Gentil, Mauritius, Reunion 
Changi /Singapore, Colombo, Athens, Milan, Porto, Lisbon, and Khartoum. 

Tokyo, Seychelles / Fisherman's Tunis, Lattakia, Abu Dhabi, You can also look forward to 
Cove and Seychelles/Barbarons. Al Khobar/ Dhahran, Palmyra, experiencing Le Raffinement in 
THE AMERICAS/CANADA: Damascus, Cairo, Baghdad, Delhi, Taipei, Aleppo, Cairo / 
New York, Boston, Houston, Jeddah and Kuwait. Heliopolis, Yaounde and 

Los Angeles / Newport Beach, AFRICA: Brazzaville, Douala, Seychelles / Praslin. 


For reservations, contact your travel agent or phone: — Hong Kong 3-669996, Singapore 733-2878, Australia 235-1174 (Sydney) 
008-221-307 (Inwatts), Tokyo 03-475-1511, Osaka 06-201-5161, Sri Lanka 544544, Bangkok 236-9088, Manila 815-4946, Seoul 
755-8945, Jakarta 670-016, Taipei 752-0504, Kuala Lumpur 2-485-738 


IHE INTERNATIONAL HOTELS WITH A FRENCH TOUCH 


TRAVEL. COMPANION OF AIR FRANCI 


Is your Cargo arriving 
prematurely? 


Transporting hatching eggs is a 
matter of keeping one’s cool. 

Should the temperature change, 
youre suddenly faced with a big 
problem. 

Hundreds of fluffy little chicks. 

However, on Saudia Cargo, the 
cabin is keptata constant temperature 


all the way to Riyadh. 
When the freighter arrives, it 


docks nght into the Cargo Terminal. 


And the eggs go from one controlled 
environment straight into another. 


Safe from the burning desert heat. 


(Of course, if you actually want 
to send day-old chicks they'll be 


equally hap 


atmosphere. 


" in our air-conditioned 


Whatever your cargo problem, 
Saudia can crack it. 


cri" 
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ARTS & SOCIETY 


Sexual capitalists exploit 
the Filipino connection 


By William Wetherall in Tokyo 


apan is the home of about 10,000 

Filipinos, who recently surpassed 
the British as the fourth largest group of 
foreign residents after the nearly 
700,000 Koreans, 70,000 Chinese and 
30,000 Americans. This is not many in a 
total population of 120 million, but 
Japan's Filipino connections are cen- 
turies if not millennia old. And though 
Japanese officials worry about the 
greater number of bar girls, gun run- 
ners, pickpockets, and mango fly larvae 
that are entering the country, the rise in 
zainichi Firipinjin pawaa (the power of 
Filipino residents in Japan) reflects an 
increasing interdependency between 
the two archipelagos. 

2,000 years ago the Japanese islands 
were peopled by several ethnic groups, 
some of which may have descended 
from Malayo-Polynesian immigrants. 
Certain elements of Japanese mytho- 
logy (genesis through brother-sister in- 
cest) and some basic words in the lan- 
guage (especially those to do with 
marine culture) suggest very early influ- 
ences from Pacific Asia. 

But modern Japanese like to think of 
themselves as the homogeneous prog- 
eny of an allegedly indigenous ethnic 
group called the Yamato. And so a Ja- 
panese tourist in the US was shocked 
when a local bus driverstarted talking to 
him about Manila, taking him for a 
Filipino. Labouring under the myth that 
all Japanese faces are somehow distin- 
guishable from those of other Asians, 
the tourist assumed that the bus driver 
bs one of those Americans to whom all 
Asians look alike. 

Japanese immigration officials, like 
American bus drivers, also have prob- 
lems with their eyes. Non-Asians with 
Japanese passports are regarded with 
curiosity. But Asians with non-Japan- 
ese passports may be grilled like crimi- 
nal suspects if they have only tourist 
visas and “look” as if they did not come 
to sightsee. Southeast Asians who pass 
such immigration screenings must then 
contend with the omnipresent public 
stares that question their reasons for 
being in Japan. 

The mass media underscores this 
popular concern that Japan is a target of 
Third World transients in search of 
good jobs. The May issue of Shashin 
Jidai, a photo-journalistic pornographic 
magazine, features a four-page black- 
ad wid photo essay on the poverty of 
Manila slums *in commemoration of 
the inauguration of President Aquino." 
The article is "balanced" by a four-page 


FAR EASTERN ECONOMIC REVIEW e 8 MAY 1986 


Filipina models: prostitution. 


colour spread on *virgins of the south- 
ern country" — which means nude pic- 
tures of nubile Filipinas. 

A number of TV documentaries and 
dramas have shown the plight of 
Filipinas and other Southeast Asian 
women in Japan. Most have been objec- 
tive or sympathetic. Only a few have 
been xenophobic, or have gone to the 
ideological extreme of portraying all 
Third World women as victims of 
Japan’s sexual capitalisim. 

Such women are called Japayukisan, 


in analogy with Karayukisan, a word | 
which was used before the Pacific War | 


to denote Japanese women who went to 
"China" (meaning anywhere in Asia 





outside Japan) to work as prostitutes. 
US-bound Japanese prostitutes are call- 
ed Amevukisan. 

In late March this year, Tokyo 
Broadcasting System featured a 50-mi- 
nute special on Japan's illegal alien 
problem. Immigration Bureau “G- 
men" were shown busting a night club 
which they had heard was employing 
Filipinas on tourist visas. When re- 
cruited in the Philippines, the women 
had been given passports and other 
documents to establish their tourist 
identities. They had also been briefed 
on how to convince immigration offi- 
cials that they were really tourists. 


Wi: Japan has a reputation for 
being tough in matters concerning 
immigration, the officials who scrutinise 
new arrivals with eyebrows raised over 
suspect hotel reservations and itiner- 
aries do not really seem prepared to 
keep Southeast Asian tourists out of the 





MINORITIES 


— Some Japayukisan are turned 
away, but most seem to have little diffi- 
culty getting in. 

Safely inside Japan, such women 
make the rendezvous that lead them to 
their places of work — typically a drink- 
ing establishment that caters to prostitu- 
tion. Half a dozen women may share an 
apartment designed for two. They usu- 
ally stay cooped up during the day to 
avoid people who may tip off the au- 
thorities, and they live off instant noo- 
dies and cola. Their sponsors often hold 
their passports to keep them from run- 
ning away. 

There have been several cases of 
forced prostitution, and at least one 
Filipina is known to have sent a desper- 
ate note to the Immigration Bureau ask- 
ing them to rescue her. But most 
Japayukisan seem to both expect and 
accept working conditions that their Ja- 
panese counterparts would not tolerate. 
Some speak more than alittle Japanese, 
sometimes picked up from Japanese 








contacts in the Philippines or during 
previous stays in Japan. 

But even women who come to Japan 
with their eyes wide open may need a 
respectable cover story, if only to nur- 
ture their self-esteem. And the stock oc- 
cupational raison d'etre of the Filipina 
Japayukisan is that the ethnic dances 
she performs in Japan's urban and rural 
tenderloins are culturally edifying. One 


| wonders, though, if Silk Road is an ap- 


propriate name for a night club which 
edifies Japanese men with Filipinas who 
sing the Blues. 

Violations of Japan's immigration 
and refugee laws reached a record high 
7,653 cases in 1985, according to a 
Ministry of Justice report released in 
late February. This was 12% up from 
1984 and double the 1982 count. Of the 
5,629 aliens who were charged with il- 
legally working on usually expired 
tourist visas, some 3,927 (51% of all vio- 
lators and 70% of all unauthorised em- 
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ployment cases) were from the Philip- 
pines, 1,073 from Thailand and 427 
from Taiwan. 

Philippine Embassy officials in 
Tokyo are sensitive to the media 
stereotypes that feed on such statistics. 
Only officials of the Arab states are as 
likely to send letters to English-lan- 
guage newspapers to protest against an 
article that creates negative impressions 
about their country. 

Many Japanese are simply not aware 
that most Filipinos in Japan are not en- 
gaged in occupations that threaten pub- 
lic morals. Some are students or factory 
trainees. Others are college professors 
or clinical psychiatrists. But cabaret 
hostess or cultural attaché, all are 
quietly contributing to the “inter- 
nationalisation” of Japan. 

From most Japanese mouths this 
word does not usually mean ethnic inte- 
gration. Yet Filipino-Japanese mar- 
riages seem to be increasing. Even mail- 
order Filipino brides are welcome in ag- 
ricultural villages with a shortage of 
local women. Just as Korean and 
Chinese doctors are more willing to ac- 
cept work in remote areas where elite 
Japanese medics would rather not live, 
a number of Third World women have 
adjusted to the well-fed and secure 
rigours of Japanese farm life. 

A number of Filipino men have mar- 
ried Japanese women in Japan. The 
Aquino family has such Japanese ties 
through the marriage of Midori Ma- 
tsuoka to one of Benigno Aquino's first 
cousins. Some of Japan's most capable 
singers and athletes have been of 
Filipino ancestry. Tokyo-born figure 
skater Emi Cathy Watanabe, 26, whose 
mother is Filipino, represented Japan in 
the 1980 Olympic Winter Games at 
Lake Placid. She was Japan National 





Figure Skate Champion every year from 
1972 to 1979. In 1979 she became the 
first Japanese to place (third) in the 
World Figure Skating championship. 
Akemi Cynthia Paule Uchima, bet- 


ter known by her stage name Saori | 


Minami, was one of Japan's most popu- 
lar (and talented) singers in the 1970s. 
Born on Amami Oshima north of 
Okinawa, and raised on Okinawa, her 
mother was an Okinawan, her father a 
Filipino engineer. 


Rin for their talent include jazz 
singer Marlene P. Lim, who performs as 
just Marlene. If Japanese promoters 
have their way, she may soon be joined 
by President Aquino's 15-year-old 
daughter Christina, who last year signed 
a contract that may bring her to Japan 
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ecent Filipino immigrants in de- | 





sometime this summer to cut a record. 
One Filipino couple is now in Japan 
on their fourth short-term entertain- 
ment visa which allows them to work as 
musicians. The husband plays the guitar 
while his wife sings, and their repertory 
includes popular Japanese songs. The 
couple had trouble with their first two 
jobs when the nightclubs that held their 
contracts wanted the wife to be a hos- 
tess. They have since had better luck, 
and are now part of the “World Show” 
at a large hotel in a spa resort. They 
share dormitory facilities with the 
show's other legal foreign attractions, 
who are mainly semi-nude dancers from 
North America and Western Europe. 
Japayukisan on tourist visas only 
dream of the security enjoyed by bona 
fide entertainers. About the only way 
they can stay in Japan is to marry a Ja- 
panese man. Filipinas are notin- 
volved yet in a large way in inter- 
national marriage scams. Early 
this year Japan’s Metropolitan 
Police Department arrested q 
number of Japanese men anc 
Korean women who had got 
marriage certificates so that the 
women could stay in Japan to 
work. The commissioned media- 
tors who arranged the marriages 
were also apprehended. Police 
believe that a big syndicate may 
be involved in the promotion of 
such marriages to ensure the sta- 
bility of the lucrative exotic ele- 
ment in Japan's water trade. 
Filipinos whoare arrested for 
visa violations face a few days of 
detention and interrogation at 
Immigration Bureau facilities. 
Judging from TV documen- 
taries, most seem to take their 
deportation with à sense of 


Filipina and her Japanese husband: mail-order marriages. 





Refuge from bondage 


By Bruce Roscoe in Tokyo 


A promise of big money from enter- 
tainment contracts now have some- 
where to go other than the cabarets and 
bars that entrap them as sexual slaves — 
if they can escape, that is. Their place of 
refuge is HELP, House in Emergency 
of Love and Peace, the Asian Women's 
Shelter. 

But for many if not most Asian 
women in need of the Christian counsel- 
ling and legal services at HELP, escap- 
ing will not be easy. Not even if the 
house burns down. That is what hap- 

ned to a cabaret (the Japanese name 
or downmarket nightclubs) in Kimu on 
Okinawa in November 1983. Two 
Filipina dancers were heard to cry out 
from behind barred windows but 
perished in the inferno. 

The dancers were among a roughly 
estimated 100,000 Asian women, 
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sian women lured to Japan by the | 


mostly Filipinas, Thais and some 
Taiwanese, held throughout Japan in 
bondage with passports confiscated, no 
friends or contact with the outside world 
except for the moneyed customers of 
their captors. Because most live in such 
a state of isolation, 
Oshima, a HELP coordinator, it is un- 
likely they will be able to contact the 
shelter on their own accord. 

In the two weeks since HELP 
facilities opened on 1 April, all inquiries 
have been lodged by concerned Japan- 
ese somehow alerted to the predica- 
ment of these women. One inquiry was 
made by a Japanese man who had been 
on à holiday tour with colleagues and 
was apparently shocked to find that the 
package included prostitutes. Another 
case involved a Thai women who had 
been sold to a snack bar. Calls have 
come from as far afield as the northerly 





| 


sayS Shizuko | 





island of Hokkaido and Kyushu and 
Shikoku to the south. “I don't think 
there is a single prefecture in Japan th 
does not have trapped Asian women, 
says HELP staffer Carolyn Francis. 
HELP was established as a cente- 
nary project of the Japan Women’s 
Christian Temperance Union, which for 
92 years has provided shelter for Japan- 
ese women escaping prostitution, the 
sexually abused, the alcoholics and 
others in distress. The shelter for Asian 
women is a 10-bedroom dormitory with 
living and dining rooms and a play area 
for children. Staffed by volunteer law- 
yers and social workers and members of 
the temperance union, it provides ac- 
commodation for up to two weeks at a 
charge of ¥3,500 (US$20.50) a day. 
About ¥50 million has been raised 
since the project was launched in 1980. 


tepped-up recruitment of Asian 
women on tourist visas and nothing 
more than a verbal promise of good pay 
is the highly organised Japanese sex in- 
dustry's answer to the Japanese Gov- 
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humour that many Japanese find baffl- 
ing. Officials who deal with such cases 
on a daily basis must wear properly seri- 
ous masks. Their facial expressions are 
Kind enough, but they rarely smile or 
otherwise share in the levity with which 
the Japayukisan in particular dissipate 
their anxiety. 

The deputy chief of the Immigration 
Bureau defends Japan's policy of not al- 
lowing aliens to work at ordinary jobs 
with the familiar argument that 
"Japan's four small islands have few na- 
tural resources, and manv Japanese are 
living here." But a college professor 
who would tolerate a more open-door 
policy observers that “the many Ko- 
reans and Chinese who have settled in 
Japan over the centuries have enhanced 
Japanese culture." So, too, would 
Southeast Asians. 
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Bar giris celebrate Aquino's win: cover story. 


ernment's crackdown on Asian sex tour- 
romoting Japanese travel agencies 
hich became a diplomatic liability in 
he early 1980s, Betty Swain, an Ameri- 
can missionary writing in the Japan 
Times, correctly observed that Japan- 
ese entrepreneurs had been quick to 
realise there is more money in import- 
ing the product than in exporting the 
market. 

The pro-government, English-lan- 
guage Japan Times, in a later article an- 
nouncing the opening of the shelter, re- 
ferred to the Asian women as ex- 
periencing “psychological difficulties” 
in Japan. Japanese nationwide dailies 
have noticed the opening but the pat- 
ronising tone of their reports upsets 
HELP's Oshima. “Several articles said 
our shelter would ‘save’ these women. It 
was as though the newspapers were pat- 
ting us on the back," Oshima says, de- 
spondently. *Japanese bring these 
women to Japan, throw them into hell 
for months or years, then think that 
a few days in our shelter will ‘save’ 
them." o 
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By F. Sionil Jose in Manila 

f the Japanese people commemorate 

the end of World War Il every 15 Au- 
gust, we in the Philippines also mark the 
fall of Bataan every 9 April to remind 
ourselves how the Japanese invaded our 
country. I can only guess the motivation 
behind the perpetuation of 15 August in 
the Japanese psyche. Certainly, the Ja- 
panese defeat did not destroy Japan; in 


Memories fade but why 
gloss over the trauma 


faet, how many thoughtful Japanese | 


have told me that they were glad Japan 
lost the war so that their present pros- 
perity and democracy would be possible. 

Before the war, quite a 
few Japanese nationals liv- 
ed in the Philippines. They 
were gardeners, barbers, re- 
freshment parlour opera- 
tors, salesmen and settlers 
in the abaca plantations on 
Mindanao island. They min- 
gled freely with the natives, 
they sold cheap artifacts, 
toys — in fact, Japanese 
products were known for 
their shoddiness. 

I was in my late teens, a 
senior in high school in 
Manila when Pearl Har- 
bour was bombed. It wasin- 
credible that a nation as 
purfy as Japan would take 
on the world's most power- 





weeks. Too old to be with the 
women, and too young to be 
in the army, | went home to a small town 
in Pangasinan province and waited for 
the Americans. Within a few days, the Ja- 
panese landed in Lingayen and were soon 
in our town, It was then that I saw those 
giant Japanese tanks, those big guns, and 
realised that my waiting for the Ameri- 
cans would take more than a few weeks. 

We had evacuated to the nearby 
fields in fear that gave way to relief 
when the Japanese soldiers turned out 
to be friendly, even helpful. This relief 
turned to hatred soon after when the 
soldiers started slapping Filipinos who 
did not bow before their sentries. 

| need not now recount their inhu- 
man treatment of Filipinos, and the 
harsh times that befell all of us. Many of 
us who joined the American army when 
the Americans finally returned in 1945 
had just one thought — to join in the in- 
vasion of Japan so we could inflict dou- 
ble what the Japanese did to us. When 
Hiroshima was atomised, the hatred for 
the Japanese was so intense that we 
thought the Americans were too soft to 
have spared Tokyo, Kyoto and all the 
other Japanese cities. 


* ful country. 
oo We thought the war 
E would be over in a few 
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Four decades have passed; the scabs 
of that war have lifted and the scars are 
almost invisible now. This is as it should 
be. There are no more Japanese barbers 
or gardeners in Manila. What we see 
now are hordes of Japanese male 
tourists who humiliate us with their in- 
satiable lusts, and the new samurais — 
the executives of the big trading com- 
panies who live in the plush residential 
areas, On occasion, however, there are 
scholars who are really interested in our 
problems, volunteer workers and stu- 
dents who are, perhaps, the new and 
necessary conscience of Japan. They 
often go about quietly among our poor, 
trying to impart skills to them. We 
should have more of these visitors, peo- 
ple interested in human values. 

The new generation of Filipinos 
knows almost nothing of that war and 
there is no organised effort to revive 
memories of it. On the other hand, 
there seems to be an official effort in 
Japan to gloss over our trauma, to re- 
write even the record of that invasion. 
And Hiroshima is kept alive in the Ja- 
panese mind as if the Japanese them- 
selves are utterly blameless for the total 
aberration of that war. 


Il this seems ludicrous to me. What 

are the Japanese wailing about? For 
its size and limited resources, Japan is now 
the now the world's second richest and 
strongest nation, Certainly, the Japan- 
ese do not need the world's pity. I envy 
them instead for their singular achieve- 
ment, for their robust freedoms, and no 
one can argue against their success. 

But should this success, this wealth; 
be for the Japanese alone, while much 
of the world which certainly contributed 
to its prosperity is still poor? 

Insulated as they are by their history 
and geography from an Asia which they 
have ideologically rejected, | wonder 
how many Japanese ever think about 
countries like the Philippines, how 
necessary it is for these countries to free 
themselves not only from their foreign 
rulers, but more particularly, from their 
native oppressors who rule with the gun 
and can be banished only through vio- 
lence. 

So many Japanese do not realise that 
the many blessings they take for granted 
— three meals a day, universal educa- 
tion, even just safe drinking water — is 
still not available to many Filipinos. I 
wonder how many Japanese would ap- 
preciate, therefore, the necessity for a 
Filipino revolution as an alternative, so 
that we, too, would some day. achieve 
the proper kind of stability which would 
truly benefit Japan as well. oO 
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Passion from the forest 


Burning Forest: sena 
Rinehart and Winston. US$16.95. 


imon Leys was not the first to blow 
the whistle on the academic commu- 
nity’s unbridled enthusiasm for the 
Maoist revolution, but the appearance 
of his Chinese Shadows in 1976 probably 
did more than any other single book to 
shatter the myth of Mao as sage and the 
myth of the Cultural Revolution as the 
20th century's noblest experiment. 
Chinese Shadows was acclaimed in the 
eneral press and in most of the scho- 
arly press for its provocative insights 
and bold style. London’s China Quart- 
erly carried a review which spoke of it 
as a “book of passion, irony, indigna- 
tion, fervour and grace.” 

The Burning Forest is evidence that 
Leys has more to say regarding the fal- 
sification of history, the gullibility of 
China experts, and the guilt of the party 
bureaucracy which he holds responsible 
for “cretinising the most intelligent peo- 

le on earth.” Nor has he lost his flair 
or irony. To charges that the US under- 
writes research on China, he admits it 
may be so. "Who knows? One day it will 
perhaps be discovered that the best 
studies on Tang poetry and on Song 
painting have all been financed by the 
CIA — a fact that should somehow im- 
prove the public image of this much- 
maligned organisation." 

And it is clear that passage of a dec- 
ade has not diminished the author's 

assion and indignation. After reading 

is blistering critique of sinologist Ross 
Terrill's numerous books on China, one 
does not know whether to pity or scorn 
the good professor. Leys assures us that 
Terrill is a gentle and amiable man. “To 
attack Mr Terrill," the author tells us, 
"seems as indecent as to kick a blind 


PHILOSOPHY 





on Chinese Culture and Politics by Simon Leys. Holt, 


man’s dog.” The amenities thus ob- 
served, Leys proceeds with a 10-page at- 
tack. He directs, for example, attention 
to Terrill’s efforts to dismiss the excess- 
es of the Cultural Revolution. After 
all, Terrill suggested, similar things hap- 
pen in democracies: “The Chinese had 
their own Watergate, and worse.” Leys 
invites us to note the use of the word 
“worse.” “Compare with ‘Smith cut 
himself while shaving, Jones had his 
head cut off on the guillotine; Jones’ cut 
was worse'." 

In fairness to Terrill, it should be 
noted, as Leys does not, that he wrote a 
quite harsh self-criticism of his earlier 
works on China. In his July 1983 article 
in The Atlantic, Terrill acknowledged 
embarrassment that people continued 
to read his 800,000,000: The Real China 
which appeared in 1972. “Few people 
want you to tell them about the repres- 
siveness of the communist dictatorship; 
that is not the China that intrigues 
them,” he wrote. 

Emigré author Han Suyin comes 
under attack for a full chapter as Leys 
sorts out for us a kaleidoscope of con- 
tradictory pronouncements by Han, 
who seems all the more culpable be- 
cause of the extraordinary access she 
has enjoyed to China and its leaders. In 
1969 she praises the Red Guards for 
their commitment to reason and debate, 
for exposing Kuomintang agents, and 
unearthing caches of weapons. In 1976 
she documents how they in fact spent 
their time tormenting innocent victims 
and confiscating “books, pictures, 
vases, anything ‘old’ or ‘foreign’.” 

In 1969 Han depicts Jiang Qing as a 
saviour of China from the depradations 


Scholarship for clerics 


The World of Thought in Ancient China, by Benjamin Il. Schwartz, Harvard Uni- 


versity Press, 1985. US$27.50. 


his is a work for the clerics of 

of Chinese scholarship, over whose 
shoulders laymen such as myself can 
only peer with, sometimes bemused, re- 
spect. The author, a professor of history 
and political science at Harvard, is said 
by the blurb to cap a distinguished 
career in Chinese studies with “this pro- 
digious work of scholarship.” Prodigi- 
ous in ambition it certainly is — in only 
490 (albeit closely reasoned) pages 
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Schwartz attempts to interpret most of 
the major themes in the history of an- 
cient Chinese thought, from pre-Confu- 
cian texts to the Five Classics; and there 
is even space for illumination of the 
realm of p culture. When you 
consider the number of pages —— 
usually devote to only a fraction of these 
topics, you have to concede this is a 
marvel of condensation. 

But what is the point of it? Schwartz 





of the ultra Left. In 1980 she acknowl- 
edges that it was Jiang who had given 
the “green light” to the Red Guards 
when their worst rampages were taking 
place. The list goes on for 12 pages. 
“The sole constant factor in her work is 
the faithfulness with which events have 
confuted her analyses and forecasts at 
every time," Leys concludes. 


eys' analysis of Yang Jiang's Six 

Chapters from my Life Downunder 
is far more sympathetic but it firmly 
underscores the plight of the intellectual 
in today's China. Yang is a distin- 
guished lady, a playwright who trans- 
lated Cervantes into Chinese. Her 
book, which appeared in 1984, is an 
eloquent example of the “wounded lit- 
erature" genre which expresses outrage 
at the ordeals suffered by the 20 million 
intellectuals who were transferred 
"downunder," (to the countryside for 
manual labour) during the “lost dec- 
ade" from 1966-76. 

Leys gives this moving book the 


Lin Biao: smokescreen. 


is taken by Jaspers’ view that in the first 
millennium BC “creative minorities” 
emerged in several societies (Hebrew, 
Indian, Greek, Chinese), who adopted 
a critical and reflective view towards 
their civilisations and profoundly 
shaped the entire subsequent history of 
their cultures. So in studying the surviv- 
ing texts of these cultural minorities, 
Schwartz believes, we shall be able to 
understand the later development of 
their respective societies and to make 
“meaningful comparisons” between 
them. 

The ancient Chinese classics are 
works of such a minority, and so the in- 
terpretation of them is doubly impor- 
tant — we shall understand Chinese cul- 
tural history better, and we shall be able 
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praise it richly deserves. At the same 
time, he emphasises the censorship 
Yang imposes on herself, always confin- 
ing her account to narrow, individual 
experiences and never attempting to 
explore the origins or the implications 
of the catastrophe she and countless 
others had suffered. Her prudent re- 
straint served a purpose: the authorities 
permitted her book to be published in 
China. Indeed, she was extolled for 
writing a book which “shows a wound, 
yet utters no complaint." 

This official endorsement brings ir- 
resistibly to mind “one of the most bit- 
terly Chinese of all political anecdotes," 
Leys asserts. In the Tang dynasty, a 
newly appointed official was about to 
leave for his first post. The young man 
promised his brother that he would 
be utterly circumspect in his deal- 
ings with superiors. “If they spit on me, 
I shall simply wipe my face without a 
word.” “Oh, no!” 
terrified. “They might take your gesture 
for impudence. Let the spittle dry by it- 
self." Yang's predicament, “her quiet 
smile," is heart-breaking evidence, 
Levs writes, that the political lesson 


~ 


Red Guard ‘moderates’: falsification of history. 


jò ^glice"itia 
which were undergoing their own criti- | 
cal-reflective period at the same time. 


any people will question whether 
this view of history is right. Sch- 
wartz himself does not so much vindicate 


' itin relation to other cultures 





replied the brother | 


as exemplify it. But even if it is wrong, or | 


distorted, it leads Schwartz to pass an 
intelligent and comparative eye over 
this early period of Chinese culture. The 
main conclusion of his survey is that 
among all the diversities (which some- 
times link Chinese with other cultures) 
certain shared assumptions underlie the 
whole of early Chinese thought. 

The main universal themes he finds 
are “the idea of a universal, all-embrac- 
ing sociopolitical order centring on the 
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of the anecdote remains valid today. 

Burning Forest contains brilliant if 
often tantalisingly brief essays on such 
subjects as Zhou Enlai: *He gave a 
human face (and a very good looking 
one) to Chinese communism . . . His 
unique skills made him forever indis- 
pensable, while simultaneously he culti- 


vated a quality of utter elusiveness; no | 


one could pin him down to a specific po- 
litical line, nor could one associate him 
with any particular faction And 
beyond his death it is still he who is rul- 
ing today over China, through his own 
handpicked successors." 


Q: Lin Biao, Leys disputes the offi- 
cial line which holds that Lin died in 
a plane crash in Mongolia after fleeing 
from an aborted coup. 
affair, as presented by the Maoist 
sources, was nothing but a smoke- 
screen that ill-concealed an even more 
shocking and gruesome reality: Lin 
Biao had been assassinated, in China, 
on Mao’s order.” 

On the party bureaucracy: “The 
problem is not simply that they do no- 
thing, but that they efficiently prevent 
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concept of a cosmically based universal 
kingship; the more general idea of the 

rimacy of order in both the cosmic and 
_primac spheres; and the dominant ten- 
dency towards a holistic, ‘immanentist’ 








"The Lin Biao | 


view of order.” It is by the success he | 


has in establishing these claims, as well 


as by the validity of his specific interpre- | 


tation of the various texts, that scholars 
will no doubt assess this book. 

What is there in it for the layman? A 
clearly presented, carefully argued and 
informed interpretation of 
obscure texts, which will probably con- 
vince him, if conviction is needed, that 
the world of ancient Chinese thought is 
often vague in outline and always elu- 
sive in detail. An academic style of writ- 
ing which is plain, always intelligible, 


— — — — — 


about the ltalian priest. 


any useful activity that more talented 
surbordinates might be tempted to 
launch. Personal integrity, intellectual 
creativity, imagination, competence, 
and expertise appear to them as so many 
challenges and potential threats to their 
authority.” 

Leys has a thing or two to say about 
sinologists, too. They carefully distin- 
guish themselves from “orientalists,” 
Leys insists. However, it is true, he adds 
with his customary caustic jab at the 
academic community, “some sinologists 
may occasionally be seen participating 
in one of those huge fairs that are 
periodically held under the name of 
ternational Orientalist Congress," but 
this is simply because similar junkets 
undertaken under the mere auspices of 
the Club Mediterranée would not be tax 
deductible." 

While Leys has become best known 
for probing the totalitarian nature of the 
Peking regime and challenging the 
socialist cant of its defenders, it needs to 
be recalled that he is by training an art 
and literary historian. Simon Leys is the 
penname of Pierre Ryckmans, a Belgian 
who currently teaches at the Australian 
National University in Canberra. 

Burning Forest measures the scope 

- at least hints at the scope — of Leys' 
interests and expertise. The book con- 
tains, for example, a stunningly beauti- 
ful essay on Chinese aesthetics, painting 
and poetry. In addition, there is a fas- 


cinating discourse on the Jesuit Matteo 


Ricci, which tells us as much about 
Leys’ high regard for China as it does 
“Ricci accu- 
rately saw — and it remains his most 
momentous contribution — that the 


| question of how China could become 


Christian was first the question of how 
Christians should become Chinese.” 
What emerges in these essays on 
traditional China, as well as in Leys’ 
examination of contemporary China, 
beyond erudiction and elegant expres- 
sion and beyond the corrosive indict- 
ment of China watchers, is the author's 
profound respect for Chinese culture 
and the Chinese people. — John H. Boyle 


sometimes rather plodding, occasion- 
ally portentous. And perhaps a nagging, 
sceptical thought that some of the ques- 
tions scholars in this field pose are just 
unanswerable. “One suddenly has the 
sense," Schwartz disarmingly writes in a 
discussion of Mencius, “that if we had 
available to us the whole literature of 
which these propositions and 'sophisms' 
were fragments, we would soon dis- 
cover their real relevance to the actual 
questions of the age." 

Exactly. It was when a similar 
thought occurred to me about some of 
the pre-Socratic Greek thinkers that I 
abandoned the study of them. Why try 
to do a jig-saw puzzle, I asked myself, 
when so many of the pieces are missing? 

— Christopher New 
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New instruments will be traded in Asia 


Futures go unconditional 


By Anthony Rowley in Hongkong 
fE ures trading linked to stockmarket 
indices could take off in a big way in 
East Asia this year, with the introduc- 
tion of contracts first in Hongkong, then 
in Singapore and probably on Japan's 
Osaka exchange around the end of the 
p At present, Australia — where the 
ydney Futures Exchange (SFE) has 
been trading share-price index futures 
since February F983 — is the only coun- 

try in the region to offer these. 

Like Australia, where the contract is 
based on the local All-Ordinaries 
Index, Hongkong will have an indigen- 
ous contract, based on the Hang Seng 
Index of 33 stocks. But the Singapore 
International Monetary Exchange 
(Simex) will be trading a contract based 
on Japan’s Nikkei Stock Average of 225 
stocks. Meanwhile, there are signs that 
Japan’s Ministry of Finance may be 
moving towards permitting the trading 
of stock-index futures on the Tokyo 
Stock Exchange itself as well as in 
Osaka, which could hurt Singapore. 

Index-futures trading has overtaken 
jrading in physical commodities (such as 
beef and wool) in Sydney and is expect- 
ed to outstrip existing contracts in gold, 
soyabeans and sugar on Hongkong 
quite soon after the new Hang Seng con- 
tract begins trading on the Hongkong 


Hedgers can 
get ditched 


S tock-index futures trading brings to 

Hongkong a sophisticated technique 
for hedging share-portfolio risks — and 
it gives speculators a chance to live more 
dangerously than in the stockmarket. 
For the first time too, they will have a 
formal mechanism for short selling in 
Hongkong, 

The worth of a futures contract at 
any time will be HK$50 (US$6.41) times 
whatever the Hang Seng Index stands 
at. (With the index at 1,800, this would 
be HK$90,000.) Each one-point move- 
ment in the index represents a HK$50 
change in the futures contract worth. 
The built-in leverage is obviously con- 
siderable. 

—- Contracts will be bought or sold for 
delivery immediately (“spot”) or at the 
end of March, June, September and 
December — the three-month contract 
probably being the most popular ini- 
tially. 
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Futures Exchange (HKFE) on 6 May. 
And the prospective linking of futures 
trading between the HKFE and the 
Philadelphia Stock Exchange — added 
to existing links between Simex and the 
Chicago Mercantile Exchange and the 
SFE and New York — will give futures 
trading a trans-Pacific dimension. 

What is not clear at this stage is what 
impact the introduction of stock-index 
futures will have on the behaviour and 
liquidity of the actual stockmarkets, 
certainly in Hongkong and possibly in 
Singapore and Japan too. Arbitraging 
between the two types of market is cer- 
tain to be considerable in Hongkong but 
whether this could develop into man- 
ipulation of one through the other, as is 
alleged in Australia (REVIEW, 17 Apr.) 
remains to be seen. Hongkong is intro- 
ducing safeguards to prevent this, just 
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needed . 


i. 
HKFE trading: investor-education 


Bulls will go long and buy contracts 
at present prices in the expectation of a 
market rise. Bears will go short, selling 
forward contracts they do not own in the 
hope of buying them more cheaply in 
the spot market when delivery times 
comes. Very few contracts are in fact 
likely to be held to maturity, most in- 
vestors preferring to take profit or cut 
losses according to how the market ac- 
tually moves. 

The fun (not so funny for some) 
starts if the market should move vio- 
lently up or down — a not unknown oc- 
currence in Hongkong. One hundred 

ints in the stockmarket means a 

K$5,000 change in the worth of a fu- 
tures contract. The margin that futures 
contract investors have to deposit with 


as it has strengthened its commodities- 
trading laws to ensure the integrity of 
brokers and the safety of investors. 
These legislative changes, which re- 
sulted in a new Commodities Trading 
Ordinance last August to prevent the 
kind of gold and other commodity-brok- 
ing defaults which occurred widely in 
Singapore and elsewhere, explain why 
stock-index futures trading has taken so 
long to get off the ground in Hongkong. 
It was approved in principle by Financial 
Secretary Sir John Bremridge in mid- 
1983 and immediately endorsed b 
Ronald Li, now chairman of the ne 
Stock Exchange of Hongkong and by the 
late Woo Hon Fai, chairman of the then 
Kam Ngan stock exchange. Since then, 
the former Hongkong Commodities Ex- 
change has been restructured to be- 
come the HKFE and has the sole right to 
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their broker — HK$10,000 a contract or 
just over 10% of contract value at pre- 


sent market levels — provides some 
safeguard. 
A 100-point fall in the Hang Seng 


Index would wipe out half the margin. 
So a provision will be included whereby 
the *maximum daily fluctuation" in the 
futures market is 100 points above or 
below the preceding day's settlement 
price. This is not in fact quite such a 
cast-iron safeguard as it sounds. 


F simply means that trading stops for 
half an hour for brokers to consult 
clients. Thereafter the market reopens 
without limit and the investor has to get 
out at the best price he can, Unlike a 
stock option, where the loss is limited to 
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trade financial futures and commodities. 

The Hang Seng Index contract has 
taken precedence over other types of fi- 
nancial futures largely because the 
Hongkong Government has been very 
nervous about contracts involving the 
Hongkong dollar or local interest rates. 
Eurocurrency futures are already 
traded actively on Simex, and as the 
Hongkong Government wanted an “in- 
digenous" contract, a stock-linked one 
was the obvious choice. 

But a local interest-rate contract 
seems likely to join the stock-index con- 
tract before long. A government highly 
nervous of anything which could 
threaten the stability of the (now US$- 
linked) Hongkong dollar is unlikely to 
oppose interest-rate hedging, though 
the big local banks which effectively 
control interest rates, inter-bank and 
foreign-exchange market trading would. 


eanwhile, refinements on stock- 
index futures (such as options on 
futures) are expected to make their ap- 
pearance — the HKFE has already 
applied for permission to deal in them 
— adding further perhaps to the confu- 
sion created among individual invest- 
ors. These individuals are being actively 
encouraged to trade the new instru- 
ments in order to ensure the two-way 
speculative element which futures mar- 
kets need (as opposed to institutions 
which may be “all on one side” — buy- 
ing or selling). 

But there seems to be ignorance still 
on the part of many individuals as to 
how buying a stock index differs from 
buying individual stocks, or stock op- 
tions. More dangerous could be a fail- 
ure to grasp the potential for big lever- 








the premium put up, the potential losses 
are open-ended. It is not unknown for 
he Hang Seng Index to move nearly 
po. in a day, which would be 180 points 
ow or HK$9,000 on the value of a fu- 
tures contract. 

But saving dire falls in the index, the 
futures market allows those going short 
to profit nicely from an index fall, just as 
there are considerable profits to be 
made from going long if the market 
rises. Most investors are expected to be 
on the long side initially until they are 
familiar with the shorting principle. The 
stock exchange in Hongkong does not 
permit short selling though it is possible 
in a limited way through London listings 
of some local stocks. 

Stock-index futures also allow fund 
managers, among other options, a use- 
ful er s against a falling market. In- 
stead of selling the portfolio — hardly a 
viable option for long-term holders such 
as pension funds — they can go short on 
an index futures contract. The profit 
realised on that deal if the market does, 
in fact, fall offsets much of the loss in the 
physical portfolio and leaves the fund 
manager free to benefit from sub- 
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aged losses as well as gains in the index- 
futures market. A really big and sud- 
den fall in the Hang Seng Index, how- 
ever unlikely, could produce heavy 
losses for speculators despite the stop- 
loss safeguards provided. The HKFE 
has been providing intensive training 
programmes for brokers and floor trad- 
ers at the exchange but there still seems 
to be a major educational task to be car- 
ried out among investors. 

There is clearly no lack of en- 
thusiasm among brokers to trade the 
new instruments. So far, around 80 
brokers, including some of the existing 
160 founder members of the HKFE as 
well as new applicants — some repre- 
senting major international broking and 
banking houses have applied to 
trade. New members admitted to trade 
index futures will not be allowed to 
trade in the other commodities dealt in 
on the HKFE. 

According to HKFE chairman Kim 
Chan, initial commitments have assured 
the new market a more than satisfactory 
level of turnover in its first weeks of 
trading. The market will probably be 
dominated by professional traders ini- 
tially, with portfolio managers, mutual 
and pension funds and other institutions 
moving in progressively. Individuals are 
likely to be involved heavily from the out- 
set. Brokers say that contrary to popular 
belief, local Chinese are trading increas- 
ingly in financial instruments overseas 
(especially in options, which are not yet 
legal in Hongkong) and diversifying 
from traditional investments. o 
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sequent recovery in the market. Futures 
contract dealing does not attract stamp 
duty as do stockmarket transactions. 

The minimum daily fluctuation in 
the stock-index future wil be one Hang 
Seng Index point but a three-point 
movement (representing HK$150 in the 
price of an index future) is needed to 
cover the commission of HK$60 each 
way or HK$120 in all on a day trade 
(HK$100 each way on longer-term 
trades). Trading on the floor of the 
HKFE will be via a mixture of open-out- 
cry and board methods. 

Because of the proposed system of 
fixing the settlement price for any trad- 
ing month at an average of the Hang 
Seng Index computed at 30-minute in- 
tervals during the last trading day, it is 
hoped that manipulation of the 
stockmarket to levels where it accords 
with maturing futures can be avoided. 

Several Australian brokers are 
under investigation for allegedly placing 
last-minute orders in key index stocks 
on the Sydney Stock — so as to 
bring the index into line with a maturing 
futures contract — then subsequently 
cancelling the orders. — Anthony Rowley 





Singapore’s 
upstage act 


Tokyo’s Nikkei index to be 
traded offshore first 


By Nigel Holloway in Singapore 
T Singapore International Mone- 

tary Exchange (Simex) is plannin 
the world's first futures contract base 
on an index of Japanese equities, in 
which it hopes to begin trading on 3 Sep- 
tember. Emboldened by a recent in- 
crease in activity, Simex is hoping to 
steal a march on rival regional markets 
by introducing a contract based on the 
widely watched Nikkei Stock Average, 
made up of the prices of 225 Japanese 
firms from all sectors quoted on the 
Tokyo Stock Exchange (TSE), the 
world's second-largest bourse. 

Stock-index futures have proven a 
big success in the US, where trading of 
the Standard & Poor's 500 futures con- 
tract on the Chicago Mercantile Ex- 
change (CME) increased by more than 
400% to 15.1 million contracts in the 
three years to 1985. 

Officials and traders at Simex be- 


lieve it will be some time before tradin 
in stock-index futures in Japan coul 
begin, though they have noted the suc- 
cess of the futures contract in yen-de- 
nominated bonds on the TSE. When it 
comes to financial futures, the early bird 
has a habit of catching the worm. The 
CME is the world's biggest in this form 
of futures trading, in part because it was 
the pioneer of such instruments as in- 
terest-rate futures. 

The CME, which is linked to Simex 
through an increasingly used mutual- 
Offset system, signed an agreement with 
the Japanese newspaper Nihon Keizai 
Shimbun last May to open a market in 
Nikkei futures. The right to trade the 
contract has since been leased to the 
Singapore exchange, a more logical 
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place to begin dealings because it is in 
almost the same time zone as Japan. For 
the time being, it will not be possible to 
incorporate it into the mutual-offset sys- 
tem. 
The contract will be denominated in 
yen (the other four Simex markets are in 
S dollars), each contract being valued 
at 1,000 multiplied by the Nikkei Stock 
Index futures price. The index will be 
updated every minute the TSE is open. 
Simex officials, who have recently 
touted the proposed contract in Hong- 
kong and Tokyo, expect portfolio man- 
agers to use Nikkei futures to hedge 


- their holdings and stockbrokers to arbit- 


rage between the cash market (in the 
shares themselves) and the terminal ex- 


- change. 


Simex says that large securities 
houses will be able to measure the 
movement of a basket of selected stocks 
against the change in price of Nikkei fu- 
tures, so that they can go long or short in 
the terminal market (and vice-versa in 
the cash market) when the two move 
out of line. For example, if the Nikkei 


futures rises above the share basket, a 
firm can take out a "sell" futures con- 
tract and buy the basket of equities, de- 
livering the contract at the higher price 
when it falls due. 

Simex will require an initial margin 
of 500,000 (US$2,872) to be deposited 
with the clearing house. If the deposit 
falls below ¥250,000, investors will 
need to put in more money to raise it to 
the initial margin level. All contracts 
will be cleared in the usual way, through 
Simex's 32 clearing members and cash 
settlement will be based on the differ- 
ence between the futures-settlement 
price on the business day preceding the 
last trading day and the value of the Nik- 
kei Stock Average at the close of the 
final trading day. 


Rowen individuals and corporations 
of Japan are forbidden, under cur- 
rent foreign-exchange regulations, from 
dealing in financial futures abroad. But 
the marketing director of Simex, Teo 
Lep Quee, says that moneymen inside 
ana outside Japan have indicated that 
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this rule may be relaxed by as early as 
the end of this year. In any case, officials 
of the Singapore exchange expect US 
and European companies, which ac- 
counted for 23% of all share transac- 
tions on the TSE in 1985, to be the main 
players in the new contract, in addition 
to overseas subsidiaries of Japanese in- 
stitutions. Large Western institutions 
currently account for two-thirds of the 
activity on Simex. 

Japanese banks and securities firms 
in Singapore have, expressed cautious 
interest in the new contract, They com- 
prise the largest group of corporate 
members in Simex (21 out of 69), but 
so far have done little business on the 
four existing markets: gold, yen, 
Deutschemark and Eurodollar interest 
rates. Others are sufficiently keen to be 
restructuring their operations. Security 
Pacific Bank of California, for example, 
is forming a joint venture with its British 
stockbroking associate, Hoare Govett, 
specifically to trade stock-index futures 
in Asia. 

If Japan is slow in introducing its own 





The Osaka challenge 


_ A sleepy exchange bids for fame 


By Bruce Roscoe in Osaka 


3g Osaka Stock Exchange (OSE) in 
Kitahama exudes an atmosphere of 
a school whose pupils long ago ad- 
journed for their summer holidays, and 
never came back. It rests in a sleepy six- 
storey, wooden-floored building that 
even smells like a school. Securities in- 
vestors, like the pupils who never re- 
turned, have been steadily deserting the 
OSE for the fatter rewards and risks of 
trading on the Tokyo Stock Exchange 
(TSE). 

Osaka's share of Japan's total securi- 
ties trade stood at 28.1% in 1949 and 
12.5% in 1985. Tokyo took up the slack, 
claiming 85% of total Osaka-Tokyo 
business in 1985, compared with 53.395 
in 1949. But the OSE now thinks it can 
do much better if it beats its rich Tokyo 
rival in the race to introduce new securi- 
ties products. The first of these is a 50- 
share stock-futures contract expected to 
begin, at the latest, by March 1987. 

The securities industry at large is 
watching the Osaka move very closely. 
It represents Japan's first experiment 
with stock futures since 1948 when — as 
a condition to reopening stock ex- 
changes throughout the country — the 
US Occupation authorities outlawed fu- 
tures transactions. Before World War 
Il, futures contracts existed for single 
shares. Significantly, the Ministry of Fi- 
nance (MoF) has indicated that a wider 
liberalisation incorporating stock-index 
futures will be possible if the Osaka 
stock-futures market succeeds. 

This official position has almost cer- 
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tainly set the timing for Japan's intro- 
duction of stock-index futures — the 
trading of an exchange index-futures 
contract based on only the index as a 
"product." Although stock futures and 
stock-index futures are different pro- 
ducts, officials of the MoF's Securities 
Bureau have been unwilling to entertain 
approval of index futures without a trial 
stock-futures market. (The Osaka stock 
futures are based on a package of shares 
which an investor would receive if the 
contract were allowed to run its full 15- 
month course. There are four quarterly 
settlement dates for the Osaka futures, 
starting on 15 March and ending 15 De- 
cember. Investors are free to choose the 
quarter in which they wish to settle but 
cash settlement cannot be made when 
the 15-month period expires — then in- 
vestors are stuck with the stocks.) Start- 
ing stock futures is much easier, requir- 
ing only the introduction of new regulat- 
ory procedures — whereas the Securi- 
ties and Exchange Law must be 
amended before stock-index futures 
trade could begin. 

The timing of the Osaka move and its 
trial status could have unfortunate im- 
plications for Singapore's scheduled 
start of a stock-futures market based on 
the Japanese Nikkei Stock Average. To 
promote the index futures, the Singa- 
pore International Monetary Exchange 
(Simex), the Chicago Mercantile Ex- 
change and the Nihon Keizai Shimbun 
(Japan's top financial daily, which cal- 
culates the Nikkei average) held an 
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MoF-: approval virtually assured. 





explanatory seminar in Tokyo on 14 
April. Simex appears to have been hop- 
ing that its new index futures will hold ap- 
peal for Japanese institutional investors. 


B ut MoF officials say Japanese secu- 
rities companies will not be able to 
parse ate without amendments to 

oth the Securities and Exchange and 
the Foreign Exchange and Control laws. 
OSE officials are more to the point: a 
green light for Japanese investors to 
play a Nikkei stock-futures market in 
Singapore probably would scuttle the 
Osaka stock-futures market before it is 
born, Of course, subsidiaries of Japan- 
ese securities companies operating in 
Singapore will be able to use the new 
index facility but they are unlikely to at- 
tract the big Japanese institutional in- 
vestors Simex is courting. 
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contract, it may be difficult to lure busi- 
ness away from an established market 
on Simex, according to Michael Killian, 
the US branch manager for Con- 
tinental Illinois Financial Futures. 


eme is already benefiting from the 
growth of Japan's capital and money 
markets. Now that the Japanese have 
become the world's biggest capital ex- 
porters, global financial activity is shift- 
ing towards Asia. Since the Group of 
Five leading industrial nations agreed in 
New York fast September to push down 
the US dollar, foreign-exchange mar- 
kets are moved by apanese financial 
news as never before. Simex traded a re- 
cord 7,663 contracts on 28 January 
(Eurodollar turnover exceeded the 
same day’s volume on the same contract 
in the London International Financial 
Futures Exchange) in reaction to 
rumours of a cut in the Bank of Japan’s 
(the central bank) discount rate. 
Business in yen futures hit a record 
2,127 contracts the following day — 
when the rate was actually lowered. 


The MoF takes the view that the 
home market is the safest testing ground 
for risk-fraught stock-index futures, and 
that market will not be opened for at 
least three to four years. “We definitely 
have the introduction of stock-index fu- 
tures in mind as one component of fi- 


nancial-market liberalisation, but it 
won't happen in six months, or one 
year," a MoF Securities Bureau official 
said. "We are looking much further 
ahead than that." 

One factor which may speed up 
the MoF's long-range plans, however, is 
the likely agitation of the TSE for index 
futures, which can only heighten if 
Osaka's experiment works. Just as the 
OSE was announcing its plans for stock 
futures, TSE president Michio Takeu- 
chi told a press conference: “We have 
not decided yet, but eventually we think 
we will have stock-index futures." 
While such a cautious statement hardly 
qualifies as agitation, as an admission of 
policy direction it is as clear as Japanese 
statements can be. 

Another catalyst may be the lobby- 
ing of the big securities companies, 
which increasingly are seeking new in- 
vestment facilities at home and abroad 
for burgeoning institutional funds. As 
one example, Nikko Securities and its 
affiliated Nikko International Capital 
Management Co. on 25 April launched 
the “Japan Index Fund," a Luxembourg- 
based facility which, with considerable 
commission and tax incentives, hopes to 
attract ¥200 trillion (US$11.5 billion). 
The fund comprises 200 stocks selected 
from the 1,059 stocks traded on the 
TSE. Selection is computer-assisted and 
varies somewhat from month to month. 

Although the MoF is tending to re- 
gard the Osaka stock futures as an ex- 
periment, the new market has the po- 
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Daily turnover from 1 January to 23 
April has averaged 3,043 contracts, 
pe higher than the daily average for 
1985. 

Dealers in Singapore say it takes up 
to two peo for big US and European fi- 
nancial institutions to gear up to invest 
in a new market like Simex, which 
opened in July 1984. There was also a 
lot of consumer resistance among the 
big players in the CME to the mutual- 
offset system, which enables contracts 
opened in Chicago to be transferred or 
closed in Singapore and the reverse. 

The bigger money houses can now 
move in and out of the market without 
rivals knowing and traders gain 16 hours 
of market coverage for a single commis- 
sion. Even so, Simex is still tiny compar- 
ed with the Chicago behemoth. If aver- 
age daily turnover on Simex is less than 
20,000 contracts in the year to Septem- 
ber 1989 (the fifth year of its existence), 
either exchange has the option of drop- 
ping the mutual-offset system. Nikkei 
futures might just provide the boost 
needed to forestall such an idea. " 





tential to attract a collossal volume of 
funds. Regardless of the index value, 
the exchange has set a minimum single- 
contract value at ¥6 million. Commis- 
sions on trades have not yet been de- 
cided, but the margin collateral is low. 
Individuals will have to put up 9% of the 
contract value, of which 3% must be in 
cash and the remainder in bonds or 
shares. Securities companies participat- 
ing have to meet only a6% margin — in 
stock or bond form. 

Japanese securities analysts hold 
mixed views as to the attractiveness of 
the Osaka stock futures. Although OSE 
officials are trying to brighten the lure 
with a low margin requirement, they 
have not been she to escape the certain 
application of a transactions tax. This 
tax is not levied on bond and share buy- 
ing and selling, but the MoF appears 
highly reluctant to exempt stock fu- 
tures. The tax would amount to about 
0.4% on both sides of an order, and that 
could be more than enough to cut deep 
into profits from trading on fine margins. 

Nonetheless, the securities industry 
generally appears bullish about the 
stock futures, partly out of excitement 
with the prospect of forbidden fruit 
reappearing on the menu but also be- 
cause of the take-off of the bond-futures 
market — which temporarily collapsed 
soon after its opening in October. 

OSE officials say they are waiting for 
an answer to their application to the 
MoF to start the market, but approval is 
virtually assured. Both exchange and 
MoF officials worked out the details of 
the market regulations, and a senior 
MoF official of the Securities Exchange 
Council, Hidetoshi Miyamoto, accom- 
panied an OSE futures study mission to 
New York, London and Chicago in Oc- 
tober. ü 
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MARKETS 


Confusing 
signals 


Seoul’s moves to cool the 
stockmarket create panic 


By Paul Ensor in Seoul 


bs — Korea Stock Exchange had one 
of its blackest days on 24 April. Fol- 
lowing an almost uninterrupted bull 
run, eurn the market gained 
more than 30% in value in four months, 
the composite index dropped 9.16 
points — 5% — in one day, the largest 
one-day fall since the trading day after 
president Park Chung Hee was assassi- 
nated in 1979, The market seemed to 
think a similarly momentous event was 
in the offing again this time. 

Wild rumours about ible military 
coups, financial scandals, and closures 
of universities and the National Assem- 








bly kept telephone lines across Seoul 
humming. The panic which fuelled the 
rumours and the selling appeared to 
have been started by something much 
more mundane — fresh attempts to cool 
the market emanating from the Ministry 
of Finance and calls for a tighter hold on 
the money supply from the Bank of 
Korea (BoK, the central bank). | 

The stock exchange had been riding 
high for months, rising steeply since the 
end of last vear, im average weekly 
turnover surpassing 60 million shares in 
early March — five times the level re- 
corded a year earlier when the market 
was in the doldrums. 

The reasons for the boom in securi- 
ties seem quite clear: the government's 
present —— monta: and fis- 
cal policies are swelling liquidity while 
traditional alternatives to securities 
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investments — property purchases and 
the kerb money market — are in a lull. 
Property speculation is more difficult 
than in the past due to tight restrictions, 
and the high levels of liquidity have 
shrunken the profitability and size of 
the kerb market. 

Optimism regarding .the expected 
performance of the economy this year, 
owing to falling oil prices and other 
favourable international developments, 
has further spurred investor interest, 
with increasing numbers of small invest- 
ors taking an interest in the market. A 
number of financial institutions, such as 
merchant banks and short-term finance 
houses, have started to invest in securi- 
ties for the first time. Another boost to 
the market has been the government's 
frequent announcements confirming 
plans to allow direct investments by for- 
eigners starting some time next year. 

The government has been uneasy 
about the rapid rise in stock prices, and 
first made efforts in early March to cool 
the market, introducing new controls on 
margin trading, and making direct calls 
to institutions with orders to sell 
(REVIEW, 3 Apr.). The measures in 
March were ay enough to produce a 
hiccup in the index's steady climb. 


= Hos second push to slow the market 
came on 24 April: a fresh set of di- 
rectives put the market into such a spin 
that the authorities apparently changed 
their mind soon afterwards. The new di- 
rectives centred once again on financ- 
ing, this time a call on the banks to recall 
80% of funds lent to the Korea Securi- 
ties Finance Corp., which in turn lends 
funds to securities companies. The secu- 
rities houses themselves lend funds to 
customers for margin trading, which 
typically accounts for 25% of all trading. 

The announcement came soon after 
another from the BoK that the March 
growth in M2 (the broadly defined 
money supply) was 16.2%, well outside 
the annual goal of 12-14%, suggest- 
ing a much tighter monetary policy in 
coming months. The BoK is understood 
to be planning a review of loans ex- 
tended by the commercial banks. Total 
loans extended in recent months have 
averaged just over a 20% annual growth 
on a monthly basis, and a large share of 
these are being extended on a preferen- 
tial basis to spur investments in indus- 
trial facilities. 

The combination of these two — a 
Squeeze on market liquidity and stern 
words from the central bank on money- 
supply growth — sent the market into a 
tail spin, which was then worsened by 
political rumours. Despite a rough poli- 
tical season, the market had not ap- 
peared to be worried by student dem- 
onstrations and a broadening rift be- 
tween the government and opposition 
parties. But the sudden spate of 
rumours was a sharp reminder of many 
investors' underlying worries regarding 
political developments. 
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Severe metal fatigue 


A CRA study forecasts industry losses until the 1990s 


By Hamish McDonald in Sydney 


A new study of the outlook for metal 
prices concludes that world supply 
and demand have been knocked so far 
out of kilter as to be beyond normal cy- 
clical adjustment, and that more profita- 
ble conditions for miners and smelters 
would not return until the 1990s. 

Written by Conzinc Riotinto Austra- 
lia (CRA) chairman Sir Roderick Car- 
negie for his confréres in the Group of 
Thirty (a private international founda- 
tion of business executives and bank- 
ers), the study was completed in 
January — just before world oil prices 
plummeted. 

Although the impact of this obvi- 
ously could not be canvassed by Car- 
negie, the analysis raises the question of 
whether all metal producers should wel- 
come the new oil non-regime. Com- 
modity-dependent countries have seen 





tion shifted markedly to developing 
countries, and to a lesser extent to the 
centrally planned economies. Develop- 
ing countries also moved further into 
smelting — to add value, secure market 
outlets, generate employment and 
foreign exchange, use cheap local 
energy and reduce transport cost. 
World trade sourcing in minerals and 
metals shifted to developing countries. 

From the mid-1960s, the mining and 
metal industry was subject to a wave of 
nationalisation (in developed countries 
as well), copper being the most extreme 
example, with about 70% of develop- 
ing-country mine capacity effectively 
under state control. To direct interven- 
tion can be added involvement through 
tax policies and infrastructure. 

This resulted in a “blurring of busi- 
ness and political objectives" and a dif- 











Bougainville Copper: lift in profitability. ——— 
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the beneficial effect in an economic | fusion of market power. Another effect 


boost to the industrial North resulting in 
a general lift in demand for minerals, 
materials and food. Some remote mines 
that generate their own power - 
CRA's Bougainville Copper in Papua 
New Guinea is one — have enjoyed a 
more direct lift in profitability. 

On the other hand, a temporary lift 
in metal prices could merely delay the 
shake-down that Carnegie obviously 
thinks the industry needs, and prolong a 
situation of actual or incipient oversup- 
ply that will constantly threaten profits. 

This supply surplus burgeoned in the 
1970s on the then "fashionable wisdom" 
that raised ancient fears of resource de- 


pletion while at the same time expecting | 


continued high economic growth. Mul- 
tilateral aid agencies and commercial 
banks were flush with oil-producers’ 
surpluses to fund development of new 
mines, 

The balance of world mine produc- 





| 
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had been a fragmentation of the mining 
industry and weakening of price leader- 
ship. The six large vertically integrated 
companies which dominated the 
aluminium industry 20 years ago had 
changed from being “price-makers” 
through the Alcan list-price to “price- 
takers” on the London Metal Exchange 
(LME) or the New York Commodity 
Exchange (Comex). 

Growth in demand for metals fell 
during the 1970s, however, with the 
starkest change in steel — where de- 
mand in 1984 was 20% below that of 
1974. Carnegie outlined several long- 
term factors: industrial economies grew 
more slowly; new technology got better 
performance out of metals; substitutes 
replaced some metals; economic growth 
in advanced countries depended more 
on services than physical production; 
debt factors constrained growth in de- 
veloping economies, and sophisticated 
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control systems reduced inventories. 

At the same time, new capacity came 
on stream. Energy costs and environ- 
mental constraints encouraged more re- 
covery of scrap or “secondary” metal 
—— now accounts for 50% of re- 
ined-lead consumption compared with 
30% in 1962). Individual producers ex- 
panded output to lower average costs. 
Closure of high-cost downstream opera- 
tions in developed countries lagged be- 
hind opening of new capacity in de- 
veloping countries. 

The combination of factors broke 
the previous close link between prices 
and costs. Pricing shifted from produc- 
ers to “terminal markets,” principally 
the LME and Comex, where real prices 
fell more dramatically (copper falling 
60% from 1970-84) than with those min- 
erals not traded on markets (the real 
price of iron ore, subject to direct pro- 
ducer-consumer negotiation, dropped 
only 20% over 1970-84). 

E Price instability was also distorted by 

currency movements. The shift to US- 
dollar pricing of metals, encouraged by 
the dominance of US commodity and fi- 
nancial markets, benefited producers in 
developing countries (again, with the 
addition of Australia and Canada) with 
depreciating currencies and US con- 
sumers, while squeezing US producers 
and rival consumers in Europe as the 
dollar appreciated. 

Attempts by producers to manage 


supply through cartels failed because 
the objective of price stabilisation was 
confused with that of price maximisa- 
tion. Cartels held insufficient world sup- 
ply in their hands. They also tended to 
be unwilling to cut output in times of 
over-production. US anti-trust laws also 
proved a problem. 


Qe. also queried the impact of 
speculation on commodity ex- 
changes, particularly the LME where 
the ratio of turnover (both physical and 
paper) to Western world production in 
1984 was 6:1 for copper, 3:1 for lead and 
2.5:1 for aluminium. On these markets, 
speculation had shifted away from pro- 
ucers and consumers hedging against 
changing fundamentals to outsiders dri- 
ven by "financial motives." This may 
have helped destabilise prices and com- 
plicated the management of producers. 
Given that they are selling uniform 
products in global markets, individual 


| producers have little insulation from de- 


pressed prices. Cost-cutting and im- 
proved pee is One response, 
achieved in some cases by the tempo- 
rary expedients of mining high-grade de- 
posits and deferring maintenance. US 
miners have been worst affected, hit by 
a Strong dollar, low grades, high costs 
and tight environmental rules. Oil com- 
panies which diversified into mining in 
the 1970s have cut their losses and quit. 

This left the low-cost operators, and 
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those prouwen (mainly state-control- | 
led) which produced to earn foreign ex- 
change. A high-level of debt was an ad- 
ditional squeeze on profits, since most 
projects had been geared to price infla- 

tion rather than deflation. "Inflation 

can no longer be relied upon to hide a 
multitude of sins," Carnegie observed. 

For the longer term, Carnegie urges 
that new production not be the result of 
subsiding inputs or “prevailing indus- 
try fashion.” Governments, banks and 
companies should be more selective 
about new investments. Governments 
should let high-cost producers leave the 
industry, it suggests. 

The CRA chief said fundamental de- 
mand-and-supply factors would reassert 
their influence over short-term expecta- 
tions and sentiment which now affected 
markets. Excessive stocks which de- 
pressed markets in 1983-84 had been re- 
duced, and “modest” economic growth 
over the next five years would increase 
demand. Further restructuring of min- 
ing and smelting remained to be done. 

ile some processing capacity would 
be relocated to sources of raw materials 
and energy, the poor profit record of re- 
cent years would slow new investment 
and deter new participants. 

Supply and demand would move into 
greater balance in the early 1990s, the 
report predicted. “The industry is not 
going to die: it is going to change sig- 
nificantly.” oO 
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Negotiable demands 


The struggle to sort out the problems of Pan-El continues 


By Nigel Holloway in Singapore 

he trial in Singapore of Malaysian 

businessman and politician Tan 
Koon Swan, which was due to begin on 
5 May, has been postponed for three 
months to allow Tan more time to sort 
out his business affairs. He faces 15 cri- 
minal charges of abetment to commit 
criminal breach of trust, fraud and 
stockmarket manipulation involving a 
total of S$29 million (US$13.3 million). 
In January, Tan pleaded not guilty to 
the accusations made following an in- 
vestigation into Pan-Electric Industries, 
which collapsed in November owing 
$$450 million. 

In a subordinate court, Tan's lawyer, 
Peter Yap, said the defence had “made 
certain representations to the prosecu- 
tion and in this connection the defence 
requires time to put into effect certain 
financial arrangements discussed with 
the prosecution." He added that he was 
asking for a postponement, having con- 
sulted the prosecution. Glenn Knight, 
the director of the Commercial Affairs 
Investigation Department (CAID), 
confirmed the arrangement, saying that 
the prosecution was satisfied that by the 
beginning of August, “the matter could 
be disposed of.” Senior district judge 
Errol Foenander agreed to the applica- 
tion and extended Tan’s S$40 million 
bail until 4 August, when the case will 
be heard. 

The rather long postponement of the 
trial and the translucent remarks by 
both counsel at the hearing have gener- 
ated a great deal of speculation about 
the negotiations between Tan and the 
CAID. After the hearing, Yap con- 
firmed that talks had been going on with 
Finance Ministry investigators for a few 
weeks. Both the Singapore authorities 
and Tan are keen to sort out his complex 
financial affairs. His arrest on 21 
January drastically hampered Tan's at- 
tempts to rescue Pan-El, which was put 
into provisional liquidation 16 days 
later, but since then he has been trying 
in a variety of ways to settle with his 
creditors. Without some form of agree- 
ment, the overall recovery of the 
stockmarket from the blow inflicted by 
Pan-El’s collapse remains precarious. 


In December, during its investiga- | 


tions into Pan-El, the CAID confiscated 
$$27.3 million which comprised Tan’s 
cash injection into the firm. Of that, 
S$20 million was handed over to the re- 
ceiver, Price Waterhouse, and the re- 
mainder is held by the investigators, 
The “financial arrangements” referred 
to by Yap are said to include about S$14 
million in payments pledged to Pan-El 
and the firm's S$140 million in forward 
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share contracts, which are the crux of 
the Singapore stockmarket’s crisis. The 
shares are almost all in Grand United 
Holdings (GUH) and Supreme Corp., 
both in Tan's stable of firms. 

According to Lin Tah Hwa, manag- 


ing director of Lin Securities, which ts | 


now in provisional liquidation, Tan ap- 


proached him in early March offering to | 


take over all the shares of GUH and 
Supreme which were purchased, on a 
forward-delivery basis, by Pan-El and 
its subsidiaries. Lin says that he was 
asked by Tan to release him from all ob- 
ligations to pay cash for the shares, be- 
cause Tan said he was "dead broke." 
Lin refused. Then, on 17 April, Datuk 
Mak Kok, a Malaysian businessman, of- 


» 


Tan: trying to settle with creditors. 
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understood to have succeeded in their 
demand that Tan himself be brought 
into the deal, and broking sources 
suggest that the offer price has been 
upped by 10S cents a share to 60S cents. 
In March, the Stock Exchange of Singa- 


| pore is reported to have valued the 








| some S$36 million to unwind the con- 


| 





GUH and Supreme counters at 70 S 
cents and 90 S cents, respectively. 
According to a list of forward-pur- 
chase contracts supplied at end- 
November to Pan-El’s receivers, Price 
Waterhouse, Pan-El had commitments 
to buy S$56.2 million worth of shares in 
GUH and $$45.5 million in Supreme. 
Assuming an average price of $$1.70, 
this suggests that around 60 million 
shares in the two companies are at stake 
and that Mak/Tan now have to find 


tracts. Rumour has it that the Singapore 
brokers have offered a repayment sche- 
dule stretching over 18 months. 
Opinion is still divided over whether 
Mak and Tan together have the funds to 
pursue the deal. One name being men- 
tioned frequently as being involved with 


“a 














fered to pay 50 S cents a share for out- 
standing shares in GUH and Supreme 
held by half a dozen stockbrokers (in- 
cluding Lin) with the heaviest exposure 
to Pan-El. 

Lin says that it is impossible to 
evaluate the true worth of GUH and 
Supreme, whose shares were, in any 
case, bought for around S$1.70 each by 
his firm. The offer from Mak expired on 
24 April, and in reply the six brokers 
suggested that Tan himself should be 
brought into the discussions. In Lin's 
words, “I’m not convinced he [Tan] 
can't pay. After all, he's not bankrupt.” 


» Nick Seaward writes from Kuala Lum- 
pur: Although the offer by Penang- 
based Mak to buy out most of Tan's for- 
ward contracts has now officially 
lapsed, stockbrokers in Kuala Lumpur 
believe that negotiations are continu- 
ing. The Singapore-based brokers are 


| 
| 
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them is Datuk Abdullah Mohamed, 
until a few months ago joint managing 
director of Promet, and brother of 
Promet's former chairman Tan Sri Ib- 
rahim Mohamed. Both Abdullah and 
Mak are currently involved in lawsuits 
against Promet's chief executive Datuk 
Brian Chang over his alleged failure to 
honour an oral agreement to sell 100 
million shares in Promet to Mak for 
S$110 million. 

When contacted by the REVIEW for 
confirmation of his involvement in the 
buy-out scheme, Abdullah stated that 
"to deny it would be a lie." He added 
that the offer — of 50 M cents (19 US 
cents) rather than Singapore cents — 
had been made to the brokers through 
lawyers, but that a formal response has 
yet to be received. Abdullah also con- 
firmed that it is "part of the overall 
scheme" that control of Supreme should 
be achieved through the buy-out. oO 
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map out a better financial future. 


HAT fF. 


WRAT fis 
WHAT IF? 


Wil ES 


MicroWorld Services — the next generation of electronic 
banking, where information resides in a microcomputer in 
your Office. Not in the bank’s mainframe 


Now MicroWorld becomes unique for its power and 
versatility. Because we're adding three new products that are 
unequalled 


International Treasurer 

Evaluations that once took weeks can now be done in 
minutes. The “What if" analysis shows the impact of projected 
rate changes, so you can decide on action before rates move 
International Treasurer manages: ® FX contracts * Short term 
loans * Short term deposits * Acceptances * Certificates of 
deposit. And a great deal more. 


Debt Manager 

With Debt Manager the handling of long-term debt 
instruments now becomes surprisingly uncomplicated. And 
timely identification of alternative funding opportunities is 
provided using projection reports based on your forecasted 
borrowings. These can include: 
* Fixed rate loans * Capitalised leases * Floating rate facilities 
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e Floating rate loans * And variations of these 


Balance Manager 


NOw you can sec both your consolidated and individual 
operating unit accounts quickly and easily. And your 
company s complete cash management picture can be viewed 
through full integration with International Treasurer and Debt 
Manager. Showing where you'll have surplus funds available 
for investment, now or in the future. 


Asia Treasury Services to give you unsurpassed financial control. 
And they provide you with a multi-bank capability. So vou can 
see the complete financial picture, instead of just pieces 


NO other electronic banking system offers this range of 
products, or is backed by the complete commitment to 
service and support provided by Bank of America's global 
network. 


If you d like to know more, call Bank of America. You'll 
see why MicroWorld has put our name on the map for 
clectronic banking. 








Faster than 


a Speeding Bullet... 


Hotter than 
the Earth’s Core... 
Able to Melt Particles 
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t's a Superprocess ... plasma ejected from 
1 nozzle in blasts that travel over 5,000 m/sec. 
teaching temperatures over 10,000°C, it's even 
ter than the surface of the sun. Plasma, with 
ntense energy and unlimited potential, is 
eferred to as “the fourth state of matter." At 
Nippon Steel we're using it in high-temperature 
)pplications research to melt metal or ceramic 
articles and deposit them onto materials which 
hen acquire entirely new surface functions. This 
5 just one example of how intensive R&D efforts 
we producing a variety of Superprocesses 
ind Supermaterials. 
At Nippon Steel we’re also applying advanced 
electronics and information technologies to bring 


Blasting Plasma to Create N 


about greater efficiency in steelmaking. And 
we're developing the latest steelmaking 
technologies to improve productivity. That’s 
because, as an integrated materials manufac- 
turer, we recognize the continuing importance 
of steel as a super-basic material. Super in 
strength and workability, as well as in 
availability, cost, and range of applications. 

For both traditional and advanced industrial 
materials, and for Superprocesses and Super- 
materials, users worldwide rely on our quality 
and innovation. 

That's Nippon Steel — the company that’s 
looking toward the 21st century to meet 
the diverse needs of industry today. 





NIPPON STEEL 





Tokyo, Japan Telex: 22291 


| his year Thai celebrates 26 years as 


an international airline and millions 


of miles flying smooth as silk around 
the globe. 

In that time we have grown from a 
small, regional airline in Asia to one 
of the world's major carriers. 
Bangkoks unique position as the 
central hub of Asia has helped us to 
develop a route network that serves 
more countries in the Orient than any 
other airline in the world. 


And with the opening of routes to 


MNCAH/ITHA/7TB60A 


Kathmandu and Bali in the late sixties, 


our pioneering spirit flourished, too. 


By flying the great circle route to 
Europe, Thai was the first airline to 
introduce non-stop services to major 
cities, taking hours off the journey. 
Our north-west gateway to America 
via Tokyo and Seattle also met a great 
need and is in constant demand. 
And in our ever-expanding fleet of 
magnificent 747Bs on the longer 
intercontinental routes and wide- 
bodied A300s for the shorter regional 





routes, reaching your destination has 
never been more convenient. 

No matter where it is on the globe 
you are heading, the world is your 


oyster on Thai. 





Thai ~ 


Smooth as silk. 


Canon /AOUBO 





® The Canon Compact Series. Guaranteed 
to improve your working conditions. 


Vhatever profession you're in, whether 

ou re an architect or an engineer. A doctor or 
lawyer. Or maybe you have a business of 
our own. There's always the odd bit of 
yping to be done. 


4 report to prepare. A letter to a client. 
erhaps a business proposal. 


f you believe a job worth doing is worth 
loing well, then you definitely deserve the 
iompact Canon AP150 Electronic Typewriter 
shown in the above photograph). Or the 
.anon AP100 


hey're both loaded with easy-to-use 
utomatic features which can turn you into a 
awless typist, instantly. The very same 
*atures you find in big office machines 

‘ake the Canon AP150. It has a built-in 2KB 
ext memory (which can be extended to 
OKB) for format letters, semi-standard 


contracts, or anything that might need revision. 
A display and correction memory makes letter- 


perfect typing. No matter how little typing 
experience you may have. 


The Canon AP100 is just as capable. It's 
bursting with electronic features, like 
automatic correction, line formatting and 
centering. 


You'll also love their compact size. You can 
easily keep them out of the way until you 
need them. 

And last but not least, a user-friendly design 
which makes typing simple right from the 
start 


So if you're looking for a way to improve your 


working conditions. A way to set all your 
thoughts looking totally professional on 
paper, get the Canon AP150. Or the Canon 
AP100. 


ELECTRONIC TYPEWRITERS 


Headquarters: Canon Inc., Tokyo, Japan. 
Regional Office in South East Asia 


Hong Kong 


Indonesia 
Malaysia 
Pakistan 


Canon Hongkong Trading Co. Ltd 
Tel: 3-7390802. Telex: 30046 CHKT HX 


: Jardine Marketing Services Ltd 


Tel: 5-8373797 


: P T Samafitro. Tel: 355521 
: Mulpha Trading Sdn. Bhd. Tel: 7556066 
: Global Business Systems. Tel: 525909 


Papua New Guinea 


Philippines 
Singapore 


Sri Lanka 
Thailand 


: High Tech Industries Pty. Ltd 


Tel: 257581 


: Datagraphics Inc. Tel: 855011 
: Canon Marketing Services Pte. Ltd 


Tel. 2735311 


: Metropolitan Agencies Ltd. Tel. 25582 


FMA Corporation Ltd. Tel. 2350156 





“ Best landlord 
in Hong Kong." _ 


Baring Far East Securities (HK) Ltd 
The stockbroking firm, Baring Far East Securities 


(HK) Ltd was the first tenant to move into Exchange Square. 
Managing Director, William Phillips, talks about the first 
year in the Square. 

On shared resources: 

“Exchange Square makes sense. Its shared resources 
save you a lot in capital costs. 

We use the computerized settlement, the office 
automation, the telephones and the telex." 

On property management: 

"Hongkong Land Property is extremely good at 
managing buildings. If something goes wrong they will put 
things right very quickly." 

On the address: 

"Exchange Square is a prestigious address. Clients 
come to us because we're good. But being in Exchange 
Square is yet another reason. If you are a financial services 
organization, the Square is a very logical place to be." 

Exchange Square is virtually the last prime space 
available in core Central until the end of 1987. And 
today the Square is almost 80% full of tenants who keep 
taking more space. If you've been thinking about the 
Square, now's the time to move. 

For further information, please contact: 

Hongkong Land Property (tel: 5-8428288, telex: HX 75102) 
or Jones Lang Wootton (tel: 5-217171, telex: 74247). 
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A dose of pragmatism 


West Bengal’s Marxist government woos investors 


By Mohan Ram in Calcutta 


ilitant Marxists who have ruled 

West Bengal since 1977 have di- 
luted their ideology in order to at- 
tract multinational and Indian private 
capital, to end the state's industrial 
stagnation — and the strategy is paying 
off. 

The Commounist Party of India- 
Marxist (CPM), first won power in West 
Bengal in the late 1960s and ruled the 
state intermittently until 1972 when it 
was decisively routed. At that time, 
wildcat strikes and even assaults on in- 
dustrialists by workers were common. 
Marxist trade union leaders innovated a 
form of struggle called gherao — work- 
ers taking turns laying seige to the boss. 
Industrialists naturally became very 
wary of investing. But after five vears 
out in the cold, the CPM returned to 
power in 1977 at the head of a leftist co- 
alition. 

There is little doubt that West Ben- 
gal's industrial economy has been stag- 
nating for the past three decades, no 
matter who ruled the state. In 1951, 
West Bengal's industrial production ac- 
counted in value for 23.9% (the biggest 
share) of the national total. But by 1978, 
the state's share had declined to 11.9% 
while that of Maharashtra (which com- 
prises the metropolis of Bombay) rose 
from 22.2% to 25.3%. In 1964, West 
Bengal accounted for 21.8% of India's 
industrial workforce but this dropped to 
14.7% in 1984. Between 1964 and 1978, 
296,000 additional factory jobs were 
created in Maharashtra compared with 
a meagre 9,000 in West Bengal. 

The CPM has blamed the industrial 
decline of West Bengal on New Delhi's 


FAR EASTERN ECONOMIC REVIEW e 8 MAY 1986 


deliberate neglect of the state as a result 
of political discrimination. It says the 
central government has not located 
major public-sector industries in the 
state and that the Congress party, which 
has held federal power since India's in- 
dependence (except during 1977-79) 
and rules most Indian states, has been 
dissuading investors from setting up 
ventures in West Bengal. Surpluses gen- 
erated in the state were being siphoned 
off for investment elsewhere, it 
claimed. 

But the litany of grievances against 
the central government, credible in 
part, is no answer to the problem of 
growing unemployment in the state. 
And the CPM, which won the 1982 
elections impressively, has to face 
another election in 1987. It cannot af- 
ford to promote the impression that 
there is no economic salvation for West 
Bengal unless the state votes to power a 
government acceptable to the Congress 
party. 


S: to win another five-year lease of 
power, the CPM and the leftist front 
it dominates will have to create jobs. 
During 1985, the party went all out to 
woo private capital as a catalyst for in- 
dustrial revival. 

But Chief Minister Jyoti Basu denies 
any shift in the party's policy. The party 
continues to denounce Prime Minister 
Rajiv Gandhi's economic policies as 
pro-capitalist, and anti-people, and a 
sell-out to the multinationals. The CPM 
rules only West Bengal and Tripura 
out of India's 22 states and has to func- 
tion within the framework of New 





Delhi's *pro-capitalist, pro-landlord" 
policies. 

Basu, who has been chief minister 
since 1977, said in all these years he had 
expected New Delhi to make large pub- 
lic-sector investments in West Bengal. 
But this has not materialised. “So when 
the private sector is approaching us, we 
Say it is very good.” 

The CPM's new approach, of invit- 
ing private Indian and foreign invest- 
ment, derives from the logic that 
West Wo does not have enough re- 
sources of its own for industrial deve- 
lopment. 

Joint ventures — comprising 26% 
shareholding by the West Bengal gov- 
ernment, 25% by the private sector and 
the rest open to the public — are seen as 
an answer. In this way, the government 
exercises social control and keeps watch 
on the private sector and ensures that 
the company's profits are not all di- 
verted into private pockets. 

The CPM's West Bengal leadership 
had to defend its new approach, not 
only within the leftist front (which com- 
prises small leftist parties) but also to 
convince the CPM's national leadership 
of the soundness of this approach. The 
criticism is that the West Bengal CPM 
and the government have capitulated to 
monopolists and eschewed the path of 
revolution. 

The results of the investment drive 
are already encouraging for the CPM 
and the West Bengal government. An 
agreement has been signed between the 

overnment and a private industrialist, 
R P. Goenka, for a Rs 10 billion 
(US$813 million) joint-venture petro- 
chemical project in Haldia, after 15 
years of negotiations with New Delhi 
for public-sector investment in the pro- 
ject failed. In addition to the 2,000 jobs 
the project will create directly, it will 
mean 9,000 jobs downstream. 

Falta, the newly created free-trade 
zone nearby, is attracting private-sector 
investments from Indian and multina- 
tional business houses. So is Kalyani, 
another growth centre. An electronics 
complex is being developed at Salt Lake 
City, entirely with private investment 
after a futile wait for federal invest- 
ment. 

As the West Bengal Industries 
Minister Nirmal Bose says, the “big 
business” houses are not investing in the 
state out of any love for it but because 
the industrial climate is good. Two fac- 
tors, besides the government's policy of 
welcoming private investments, have 
improved the climate. One is an end to 
the serious power shortage which has 
plagued industry until recently. The 
other is better industrial relations. The 
CPM, which controls the trade unions, 
is now showing greater concern for pro- 
ductivity and efficiency and has a stake 
in industrial peace. The CPM has dis- 
covered that a new dose of capitalism is 
the only answer to the state's industrial 
ills. 
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INDUSTRY 


Tin miners stop work 


Thailand's only listed offshore dredgers suspend operations 


By Paisal Sricharatchanya in Bangkok 
| Uere only listed offshore. tin- 
dredging firms — Aokam Thai and 
Tongkah Harbour, both affiliated with 
Malaysian interests — have suspended 
their southern Thailand operations. 
Both companies say that operations will 
resume when the depressed market 
‘picks up — which may be as long as a 
year from now. 

The 19 April suspension, con- 
templated for some months, hardly 
came as a surprise. World prices tum- 
bled after trading at the London Metal 
Exchange (LME) and the Kuala Lum- 

pur Tin Market (KLTM) was suspended 
in October. More recently, prices took a 

“further beating after efforts to take over 
and sell off the International Tin Coun- 
cil’s large stocks collapsed. For Aokam 
Thai and Tongkah Harbour, prices have 
fallen so far that the more they produce, 
the more they will lose 

Tongkah Harbour, the smaller of the 
two with only one dredge, would be 
worse off. Its average production cost in 
1985 (adjusted by equipment deprecia- 
tion) stood at Baht 11.114 (US$421) a 
picul (60 kg) — against Baht 11,073 for 
Aokam Thai (operating two dredges). 
These costs barely justified production 
in early March, when metal prices ho- 
vered around Baht 13,000 à picul, which 
translated to net prices (after royalty, 
smelting charge plus other taxes) margi- 
nally lower than the production-cost 
lines. However, the net prices have 
since plunged to around Baht 7,500 a 
picul on 15 April. 

“This amounts to a disincentive for 

s to continue production. However, 
We are not terminating operations. We 
believe the prices now are only tempor- 
ary. Mining will resume when the mar- 
ket begins to recover from the current 
shock, which we reckon will take one 
year. Since we still have unsold stocks, 
other aspects of company operations 
continue," commented Rachan Kan- 
jana-Vanit, managing director of Min- 
ing and General Management Co., 
the contracted manager of both com- 
panies. 

Aokam Thai and Tongkah Harbour 
now hold about 7,000 piculs and less 
than 1,000 piculs of tin-concentrate 
stocks, respectively. Their listing on the 
Securities Exchange of Thailand is not 
affected by the suspension. Held mostly 
by institutional investors, both stocks 
are described as inactive — with the last 
prices traded at Baht 158 and Baht 
78.50, respectively. 

Although the two companies' 981.8 
tonnes combined output in 1985 was 
only 5.5% of Thailand's total tin exports 
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— the largest producer being the'stafe- 
run Offshore Mining Organisation 
which sub-contracts to a number of pri- 
vate dredging firms aside from buying 
ores from semi-illegal suction boats — 
their suspension nonetheless is the first 
indication of just how poorly the tin in- 
dustry is doing. It was among Thailand's 
top foreign-exchange earners in the 


1970s. But the 1985 figure of Baht 5.6 | 


billion in exports put tin in the sixth 
place in the export-commodities list. 
(This figure does not include earnings 
from still-rampant smuggling. ) 

Unlike Malaysia, where the tin 
slump has had a more pronounced ef- 
fect on mining towns like Penang, 
southern Thailand has been somewhat 
insulated — probably because of its rich 








Tin dredger: depressed market. 


resources and more diversified base. 
For instance, Phuket — the traditional 
Thai mining town — has in recent years 
had a mini tourism boom. For the aver- 
age worker in the south, rubber tapping 
and other resource-related occupations 
offer alternative sources of income. 
Nonetheless, the southern economy 
has been hurt. More than 300 Aokam 
Thai and Tongkah Harbour workers 
were laid off following the suspen- 
sion. The number of tin suction boats 
operating off the coast of Phang-nga 
(near Phuket), which topped 1,000 
in the past few years, is said to have 
dropped. 

The impact will become more pro- 
nounced if prices do not rebound. Ac- 
cording to a local press report, about a 





| third of the country's 600 onshore mines 





| 
| 








(mostly in the south) are facing heavy 
losses but cannot cease operations right 
away for several reasons — such as the 
need to service loans, lack of funds to 
make severance payments to laid-off 
workers, and fears of leaving the mines 
unattended. 

-. Although earnings dropped, both 
Aokam Thai and Tongkah Harbour 
continued to post after-tax profits last 
year, at Baht 14.6 million and Baht 3.6 
million, respectively. But for the first 
time, neither paid a dividend. 

That there was a profit in 1985 was 
largely due to the fact that the firms' 
last-quarter quotas were sold prior to 
the LME and KLTM suspension. Sales 
revenue actually rose, to Baht 221.4 
million and Baht 117.3 million respec- 
tively, as the average KLTM price on 
which Thai tin was based was artificiall 
inflated by 1.78% last year to M$29.6 
(US$11.7)a kg. But with current prices, 
the 1986 profit outlook is more uncer- 
tain. 

Malaysian interests — the last rem- 
nants of former British colonial min- 
ing concerns — are now 
the biggest shareholders, 
owning 40% in Aokam 
Thai and 30% in Tong- 
kah Harbour. The Crown 
Property Bureau (a royal 
agency) here holds 15% 
and 10%, respectively, 
while the Thai Govern- 
ment has a 5% stake in 
each. 

Despite their domin- 
ant shareholding posi- 
ton, the Malaysian par- 
ticipation in manage- 
ment is described as in- 
active. Each of the firms 
in 1985 had three Malay- 
sian directors, including 
two who sat on both 
boards, but they are said 
to change faces almost 
on a yearly basis and 
most seldom attended 
board meetings here. 

The 40% stake in 
Aokam Thai is held by 
Aokam Tin in Malaysia, whose major- 
ity ownership rests with the Malaysian 
Mining Corp. (MMC), with the Thai 
Government and private individuals 
owing a combined 16%. Meanwhile, 
the 30% Malaysian holding in Tongkah 
Harbour is held by Bena Holding (the 
same company formerly known as 
Tongkah Holding) whose managing di- 
rector Akbar Khan Bin Haji Mohamed 
Khan, a Sabah business tycoon, sits on 
Tongkah Harbours board. Khan is 
understood to be the majority owner of 
Bena Holding, with MMC retaining à 
minority stake. According to Rachan, 
the explanation for the relative lack of 
involvement by the Malaysian share- 
holders is probably their preoccupation 
with domestic business concerns. 
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COMMUNICATIONS 


Electronic cargo cult 


Technology brings a media contest to the South Pacific 


By lan Andrews in Port Moresby 


ew technology and the lure of*a, 


market untapped by TV has set off 
fierce competition between rival Aus- 
tralian media groups for a dominant po- 
sition in TV broadcasting in Papua New 
Guinea and the South Pacific. 
The regional New South Wales sta- 


tion Newcastle Broadcasting Network 
(NBN), owned by the Perth-based 


Parry Corp., stole a march on its rivals | 
early last year when it won for its | 


Niugini Television Network (NTN) the 
initial licence issued in Papua New 


Guinea. Much to the annoyance of the | 
overnment of Prime Minister Paias | 


ingti, Consolidated Press Holdings, 
the Sydney-based media conglomerate 
controlled by controversial business- 
man Kerry Packer, is fighting back with 
an attempt to gain a stake in a second li- 
cence already issued to a local group. 

Long-time Packer rival Rupert Mur- 
doch’s international media organisation 
has approached Wingti, pressing its in- 
terest in supplying TV material direct 
from Australia and the US by satellite. 

Packer has had more luck in Fiji, the 
second largest of the South Pacific 

pulation centres. Two years of lobby- 
ing the Fiji Government has paid off 
with the issue to his company of an ex- 
clusive 12-year licence to operate acom- 
mercial-T V service to the country. 

Even the Australian Government is 
looking for a slice of the action. The 
state-owned Australian Broadcasting 
Corp. has proposed a non-commercial 
Television Australia, along the lines of 
Radio Australia, to cover the whole re- 
gion. This proposal is even more con- 
troversial than the commercial ap- 
proaches, as it raises sensitivities about 
an outside government having direct in- 
fluence over domestic viewers. 

The key to the competition is the abi- 
lity of media groups to use new-genera- 
tion satellite links being put in place 
above Australia to service a wide Pacific 
Islands market. Papua New Guinea and 
Fiji, with their relatively large popula- 
tions, are seen as the best starting 
points. 

However, an even bigger prize could 
turn out to be the right to use Papua 
New Guinea's allocation of a position 
above the Equator for its own geo- 
stationary communications satellite. 

Representatives of the Australian 
Government-controlled Aussat satel- 
lite organisation, the international In- 
telsat group and a US company, TRT, 
are competing to supply satellite capa- 
city, rather than broadcasting services, 
to the 12 member states of the South 
Pacific Forum. 


TRT's offer is thë most novel. The 
—— has offered Papua New 
Guinea free usage of satellite transpon- 
ders if TRT is given the right to take 
over the country’s satellite allocation. 
This would provide a key link in a pro- 
ject called Pacstar to provide a commer- 
cial satellite-communications network 
linking Asia and the US. 


The squabble over the use of domes- | 


tic licences in Papua New Guinea has 
raised a great deal of political heat be- 
cause Wingti, while opposition leader, 


bitterly opposed the award of the initial | 
licence to NTN. Wingti alleged there | 


were "highly a ape procedures" in- 
volved in the deal, including a share al- 
location to a political ally of the 
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then government of Michael Somare. 

Just before the Somare government 
fell to a no-confidence vote in Novem- 
ber, the second licence was issued to a 
local group in a move seen as an attempt 
to defuse charges of political favourit- 
ism towards NTN. 

Once the new government came to 
power, it revealed it had been advised 
that cancellation of the two licences 
could result in legal actions — as well as 
damage to the country's international 
commercial reputation. Instead, the 
government set up an inquiry to look 
into all aspects of domestic TV and 
satellite services. 

As well as economics, this will look 
into social aspects of TV in a country 
where a large proportion of the popula- 
tion remains outside the cash economy. 
TV via satellite from North America, 
Australia, Indonesia and Malaysia is cur- 
rently available only on an unregulated 


m 











Guineans who can afford to set up 
their own small satellite-receiver dishes. 


» Robert Keith-Reid writes from Suva: 
After resisting the arrival of TV for 
years, the Fiji Government decided to 
issue a 12-year licence to Consolidat- 
ed Press. Having got in first with ap- 
proaches to the góvernment two years 
ago, the Packer group had remarkably 
little trouble in persuading Prime Minis- 
ter Ratu Sir Kamisese Mara and his 
cabinet that the deal it was offering was 
so good that no notice need be taken of 
later overtures, most of them of a very 
preliminary nature, by at least four 
other Australian TV groups. 

These included the Murdoch-con- 
trolled Channel 10 Network and NBN, 
which managed to sew up the first 
Papua New ee TV licence. NBN 
left its Suva run too late: its bid was 
made in the week that the Fiji cabine: 
made a final decision in favour « 
Packer after intensive negotiations with 
a subsidiary of the Packer organisation, 
Publishing and Broadcast- 
ing Ltd (PBL). 

Until Packer began the 
move for the licence, 
Mara's attitude to TV was 
that it had no national- 
development priority, that 
it could not be accepted 
until a service could be 
guaranteed for the entire 
population of Fiji's 320 
islands, and that it would 
have to be a suitable 
educational service, capa- 
ble of "getting the gov- 
ernment message across." 
These criteria implied 
that the electrification of 
all Fiji must precede the 
coming of TV. The intro- 
duction of the video-casz 
sette player seemed ` 
have changed Maras 
mind. 

In the past five years at least 40,000 
sets have flooded into Fiji. The govern- 
ment is worried about what Fiji island- 
ers are watching — mostly a diet of 
American sex and violence. Mara appa- 
rently decided that a controlled live TV 
service might be the means of weaning 
the big nightly video audience from its 
sex-and-violence habit. 

Due to begin in 15-18 months, the 
service will be a joint venture with the 
Packer group owning 80% of a local TV 
company and the government 20%. All 
the F$5.5 million (US$5.1 million) capi- 
tal will be supplied by the Australian 
company. The government's share will 
later rise to 40%. After approaching 
3 PBL made proposals to Tonga, 

estern Samoa and the Cook Islands 
and in March it put a proposition to the 
Solomon Faience Tonga rejected. the 
company's proposition outright, | but 
talks with other countries continue. {J 
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Golden 
anniversary 


Tokyo turns to gold to mark the 
Emperor’s long reign 















































By Bruce Roscoe in Tokyo 
J apan's decision to import 200 tonnes 
of gold to mint a coin commemorat- 
ing the 60th anniversary of Emperor 
Hirohito's reign — Japan's first minting 
of a gold coin since 1927 — does not ap- 
pear to have destabilised the Tokyo 
gold market even though the quantity 
involved exceeds total Japanese gold 
imports of 197 tonnes in 1985 and repre- 
sents one-sixth of annual non-com- 
m gold production of around 1,200 
onnes. 

While the Ministry of Finance (MoF) 
has revealed neither when the gold will 
be (or was) procured, nor its source, 
ministry officials say several orders 
amounting to 200 tonnes were placed 
with New York (100 tonnes), London 
and Zurich gold dealers. Some Tokyo 
dealers believe much of the gold has 
already arrived in Japan, and cite 
South Africa as an ovit source, 
(ven Tokyo's strong trade ties with 

retoria. 

MoF sources pointed out that the 
ministry need not have turned to im- 
ports — its first since 1977. Gold re- 
serves of the Bank of Japan (the central 
bank) are estimated to be around 750 
tonnes. But the ministry does not want 
those reserves depleted. Imports were 
also favoured because they should re- 
duce Japan’s global trade surplus by 
about US$2.2 billion this year — assum- 

b the purchase price is around the pre- 
ent international price of some US$11 
a gm. 

At least that is the official story. It 
conflicts with the view held by several 
trading companies that it would be ex- 
tremely clumsy of the ministry to order 
so much gold at once because of the 
threat of chaos in international pre- 
cious-metals markets. The ministry must 
know better, these companies say. They 
believe the ministry has been buying up 
gold in small lots for some months 
which, they say, is a significant factor 
accounting for the relative stability in 
world gold markets despite the collapse 
of oil prices. 

Tokyo gold dealers say the central 
banks of Middle Eastern oil-producing 
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Saitama Bank. — 


A sound banking system matched to new banking needs. 


Trade financing? Syndicated loans? International securities? | 
in these and other areas of international banking Saitama Bank | 
has established its capability and creadibility worldwide. For over | 
40 years we ve built our solid base and sound banking system in 
the Tokyo metropolitan area, Japan's vigorous economic center 

Saitama Bank is fast-growing and forward-looking: Change- 
oriented.Positive. And assertive — as seen in our electronic 
banking technology. Grow together with Saitama Bank — sound, 
experienced and flexible in matching its services to new 
banking needs. 





The Japanese bank that helps you grow 


SAITAMA BANK 


Head Office: Tokiwa, Urawa, Saitama Pref, Japan 
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Office: Te! 2435566 Telex 32566 SAIGIN MA eBeljing Representative Office: Te! (Beijing) 653929 Telex 22716 SAIB N 


ing its orders could send the price above 
US$400, is believed by these dealers to 
have been buying gold futures for some 
months on condition that it can resell 


eSaitama International (Hong Kong) Limited: Tel. 5-253151-3 Telex: 74215 SUIHK HX eSaitama Australia Finance Limited 
lal 02-235-0344 Telex. 70199 SAIGINAA 
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them at a negotiated price in the event 
that the Commemorative Gold Coin 
Law, which will —— — mint- 
-| dng, doesnot go through. Thelaw is now 
being rated 

e news of the MoF's gold imports 
sparked some individual buying'on the 
okyo gold market, lifting the price 
Y 16 (9.5 US cents) a gm on IS April, the 
day of the announcement, But the mar- 
ket did not react further. Investors at 
large still viewed gold as a precious 
metal of declining value. On 17 A E 
gold was quoted in Tokyo at ¥ 1,950- 
1,960 a gm, yet on 25 April, the quoted 
price fell to ¥ 1,900-1,915. These quota- 
tions are for cash purchases by institu- 
tional or other big investors. Sydney ap- 
peared to be the only market that had 
noticeably reacted to the MoF an- 
nouncement, with the troy ounce price 
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rising US$2 over the New York quota- 
tion on 18 April. 

The Hirohito commemorative series 
is-to: consist of three coins: 10 million 
each of the gold and silver, and 50 mil- 
lion of the nickel. The 20-gm, 30-mil- 
limetré diameter gold coin, depicting 
pigeons over water and on the reverse 
side the Imperial chrysanthemum sym- 
bol, will have a face value of ¥ 100,000. 
It will have a gold pen of 99.99% — 
higher than that of the South African 
Krugerrand and equal to that of the 
Canadian Maple Leaf gold coins. How- 
ever, the Hirohito issue will not be com- 
petitive with these bullion coins as the 
gold. content will be less than half the 
currency value at current gold prices. It 
is expected that the bulk of the issue will 
be held as family treasures by Japanese 
households, while some may find li- 
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Middleman’s bonanza 


Cheaper imports mean profits for Japanese wholesalers 


By Bruce Roscoe in Tokyo 


Ww: the yen predictably perchin 
on a peak of US$1:¥167-170 


ahead of the summit of industrial na- 
“tions in Tokyo, Japanese consumers 
might be expected to have swarmed into 
neighbourhood supermarkets and de- 
partment stores on extended shopping 
sprees to mop up the flood of cheap 
foreign goods. But, despite the yen’s 
30% appreciation against the US dollar 
since September, the retail prices of 
most imported goods are as high as ever. 

At the official and private level, seri- 
ous concern has been registered at the 
threat to export industries posed by the 
strong yen, vet consumers were slow to 
see that importers and distributors were 
a a much as the exporters were 
osing. The distributor which appears to 
be profiting most is the Japanese Gov- 
ernment, through controls on food pro- 
ducts maintained to keep prices artifi- 
cially high and therefore non-competi- 
tive with domestic foodstuffs. Effec- 
tively, foreign exporters themselves are 
subsidising Japanese producers. 

While many Japanese trading com- 
panies have been happy to cry to the 
REVIEW about their export hardship, 
none contacted would discuss the other 
side of the coin. Given total 1985 im- 
ports of ¥31.08 trillion, that is a big side 
not to see. 

In the case of the government, the 
pricing policies of the Food Agency 
and the Livestock Industry Promo- 
tion Corp. (LIPC) reveal straight pro- 
fiteering. Instead of deregulating price 
controls to hand over imports at a 
cheaper price, the Food Agency has 
chosen to recoup earlier budgeted 
losses incurred: from subsidising local 
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farmers. In the year to 31 March, the 
agency budgeted a subsidy of ¥ 114.1 bil- 
lion as the difference between the pur- 
chase price it pays farmers for grain 
and the lower price at which it sells to 
millers. 

Because of a bumper harvest, how- 
ever, the actual payout is expected to be 
around ¥144 billion. The agency 


showed a profit of 116.1 billion from | 


the difference in the purchase price and 
domestic resale price of imported 
wheat, which costs a third to half the 
price the government pays to local 
wheat growers. For fiscal 1986 (which 
began on 1 April), the agency's budget 
assumes an exchange rate of USSI: 


¥6 billion for every Y 10 appreciation 
against the dollar. This fiscal year's ex- 
change gains are loosely calculated at 
¥ 18 billion. 

In any event, lower wheat prices are 
politically untenable because they 
would pit bread against rice at a time 
when the government is doing its best to 
promote rice consumption. (Rice im- 
ports are banned and consumers pay 
about five times the international price 
for their rice.) 

The case of beef is even more pro- 
nounced. Beef imports, all by quota and 
tendered by the semi-governmental 
LIPC, in fiscal 1985 amounted to about 
128,000 tonnes, accounting for 30% of 


domestic demand. The LIPC's import | 


cost is around a third of the production 
price of locally raised beef, yet the cor- 
poration releases foreign stocks onto 
the market at the same or higher prices 
than local beef. Profits from this exer- 
cise provide continued subsidy for Ja- 





Agricultural workers: bumper harvest. 
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| profits alone last year were estimated a 
Y 209. The agency says it stands to make | 
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mited circulation’ for their currency 
value alone. 

The MoF is reported considering 
limiting purchases of the gold coin to 
one per person. The nickel coin will go 
on sale in October, the gold and silver 
coins in November. e silver coin 
(face value * 10,000) will be 35 mil- 
limetres in diametre and weigh 20 gm; 
the nickel (¥500) will be 30 millimetres 
and weigh 13 gm. ~ 

In budget revisions finalised on 30 
December 1985, the ministry had calcu- 
lated that government revenue from the 
sale of the gold and silver coins would 
total ¥370 billion. No "consumption" 
tax (normally imposed as an additional 
sales tax on high-priced goods) will be 
levied on any of the coins. The revenue 
calculation was based on quotations of 
Y 2,800 a gm for gold, and *Y 55 a gm for 
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Y 3-4 billion, and this year the forecast is 
Y20 billion at an exchange rate of 
US$1:*Y 180. 

In response to public criticism, the 
government has moved only slightly in 
freeing up beef prices. Only 3,000 ap- 
proved sales outlets exist for foreign 
beef, and these will be allowed to dis- 
count beef by 10-20%. About 10,000 
outlets for Japanese beef will be able to 
reduce prices one or two days a month. 
To win foreign attention, the Ministry 
of Agriculture, Forestry and Fisheries is 
holding a "beef fair" of reduced prices 
for the week of the Tokyo summit. 


Es biggest exchange-rate gains, how- 
ever, have fallen into the hands of 
oil-importing utility companies which 
for six months have deflected sugges- 
tions that they should reduce gas and 
electricity charges. At the prodding of 
the Ministry of International Trade and 
Industry (Miti), the government hás 
now decided to pass on about 60% of 
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silver. Since then, gold has dropped to 
around ¥1,900, and silver to ¥35, The 
ministry now stands to make considera- 
bly more. 


» Paul Ensor writes from Seoul: The 
Seoul Olympic Organising Committee 
(SLOOC) has announced details of the 
commemorative coin programme to ac- 
company the 1988 Seoul Summer Olym- 
pics, which will draw about 11 tonnes of 
bullion from the world market. The pro- 
gramme will consist of four issues of five 
coins each, including four 1 oz and four 
1/2 oz coins. The remaining coins will be 
silver. The first issue is due in October, 
with the rest following at six-monthly in- 
tervals. 

SLOOC expects about 80% (by 
weight) of the gold coins to be sold over- 
seas (90,000 1 oz, and 520,000 1/2 oz 
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Japanese consumers: prices still high. "s 








the oil windfall to consumers. Monthly 
slectricity and gas charges are to be cut 
for one year effective from 1 April. That 
measure will still leave oil importers and 
users about US$10 billion in profits this 
year if Japan's fiscal 1986 oil-import bill 
is halved to around US$26 billion as pri- 
vately forecast. Miti puts the bill at 
US$30 billion, compared with US$50 
billion in fiscal 1985. 

A range of services provided by Ja- 
panese companies with large dollar-de- 
nominated costs are still pegged at ven 
prices set before the dollar's fall. The 
monopoly International Telegraph and 
Telephone Co., for example, does not 
intend reducing rates for international 
calls, telexes or cables until the end of 
this year. Japan Air Lines (JAL) has 
been castigated for allegedly stalling 
over passing on lower fuel costs to out- 
ward-bound passengers. In defence, the 
airline claims that about 70% of its costs 
are in yen, the price of fuel began to de- 
cline only at the end of February, and 
dollar revenues are declining. United, 
JAL and other trans-Pacific carriers 
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coins). Roughly 14 tonnes of bullion will 
be required to produce the coins. 
SLOOC expects that about 3 tonnes re- 
quired to produce coins for domestic 
sales can be purchased from the coun- 
try's very small gold mines, while the 
rest will be purchased through Monum 
Ltd of Hongkong, which has also been 
granted exclusive world © marketing 
rights for the coins in return for a 
guaranteed premium of US$110 mil- 
lion. Monum was established by the 
Seibu Saison department store group of 
Japan, and Numis Ventures of Hong- 
kong, in cooperation with Sears World 
Trade Inc. of the US. A unique feature 
of the issue, which will be sold mainly in 
multi-coin sets aimed at coin collectors, 
is that the coins, both gold and silver, 
will have a guaranteed buy-back price 
until the end of 1990. oO 








conversely have applications for dollar- 
based fare increases before the Ministry 
of Transport. 

High retail prices of imported goods 
are now the subject of at least two offi- 
cial investigations, by the Economic 
Planning Agency and a parliamentary 
committee on prices. A further investi- 
gation has been made by the Keizai 
Doyukai or Japan Committee for Eco- 
nomic Development. This private com- 
mittee, which surveyed the pre-August, 
1985 prices of 23 imported items and 
March 1986 prices for the same items, 
found that prices of beef, oranges, 
chocolates and ham had actually gone 
up by 1-5%; watches, propane gas, 
sugar, and international telephone calls 
and airfares had stayed the same, and 
tuna, shrimp, soyabean oil, petrol, 
bananas, biscuits, whisky and cattle 
feeds had fallen only 2-4%. Blamed 
were government pricing policies, fears 
that cheap imported products would not 
sell because of loss of prestige, and mul- 
tiple-stage distribution channels, each 
taking a cut of the windfall. 

Keizai Doyukai's representative di- 
rector, Takashi Ishihara, who is Nissan 
Motors' chairman, told an April press 
conference that the strong ven was not 
expanding domestic demand. Sankei 
Shimbun went further: "Reportedly 
Japan has become the richest country in 
the world, as reflected by the high value 
of the yen. But one cannot say that Ja- 
panese lead affluent lives. It is strongly 
hoped that the high yen makes at least 
food prices cheaper." 

The parliamentary committee for its 
survey visited only one retail outlet, the 
main Mitsukoshi department store in 
Tokyo, which is about as representative 
as the Emperor's shopping list is typical. 
Mitsukoshi's foreign-trade division told 
the REVIEW that import prices had 
not come down noticeably. Prices were 
high to begin with, and many products 
in stock had been ordered a year ago 
when the store was “drinking tears” 
from the low value of the yen. o 
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Hongkong goes 
it alone 


Separate Gatt status 
raises new questions ‘ 


By Frances Williams in Geneva 
A key plank of the Sino-British agree- 

ment on Hongkong’s future was 
formally put in place in late April, when 
the territory became the 91st member of 
the General Agreement on Tariffs and 
Trade. The move, designed to safe- 
guard Hongkong’s independent econo- 
mic status after sovereignty returns to 
China in 1997, follows an accord reached 
by the two governments in March. 

Hongkong's acceptance for mem- 
bership in Gatt followed automatically 
from a declaration on 23 April by Bri- 
tain that it is a separate customs terri- 
tory applying Gatt rules. The change of 
status gives practical backing to the pro- 
visions of the joint declaration signed by 
Britain and China in December 1984, 
giving Hongkong the right to pursue its 
own trade policies after 1997 and par- 
ticipate independently in "relevant in- 
ternational organisations and interna- 
tional trade agreements." 

In a separate declaration to Gatt, at 
about the same time, China chose to 
further allay misgivings bv reaffirming 
its commitment to Hongkong's con- 
tinued economic and trade autonomy. 
"The Hongkong Special Administrative 
Region will retain the status of a free 
port and a separate customs territory, 
will maintain the capitalist economic 
and trade systems previously practised 
in Hongkong [and] will decide its econo- 
mic [and] trade policies on its own," it 
said. 

Officials in Britain and Hongkong 
expressed guarded satisfaction. “It’s not 
a cast-iron guarantee of Hongkong's fu- 
ture," said one British diplomat, “but 
it’s as close as we can get in Gatt." The 
Gatt action does, however, remove an 
important source of uncertainty for 
business in Hongkong. The territory's 
participation in Gatt since 1948 has de- 
rived from British membership, and 
would thus have lapsed with Britain's 
withdrawal from control of Hongkong. 
China, now an observer at Gatt, has 
asked to rejoin the organisation (it left 
in 1950, shortly after the communists 
took power). 

But any later move to give Hong- 
kong independent membership might 
have become entangled in the long and 
complex negotiations entailed by 
China's application, and its eventual 
success is by no means assured. 

In the near term, Gatt membership 
will make little real difference. Hong- 
kong has always formulated its trade po- 
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licy independently and its spokesmen 


_| have taken an active part in Gatt's af- 
—] fairs, including negotiations on the 
—] Multi-Fibre Arrangement (the world- 
| wide trade pact on textiles), which is 
| coming up for renewal. Now there will 


| be a change of seating arrangements: 


Hongkong's representatives will no 


longer sit with the British delegation, 
| but take their place between Haiti and 
. Hungary. 


The territory will also have the right 


to vote, though votes are rarely taken. It 
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will also have the obligation to pay a 


hefty membership subscription, as be- 
fits the world's 14th-largest exporter, of 
some US$460,000 annually. Hongkong 
does some US$30 billion of trade à 
year each way, a large part of it with 
China. 

The admission of Hongkong at- 
tracted no more than a couple of pro- 
cedural quibbles from other Gatt mem- 
bers, following an intensive "consulta- 
tion" exercise by Britain with the key 
trading nations, including the US, the 
other EEC states and some of the 
most influential developing countries. 


Strictly speaking, this was unnecessary 
since "the balance of rights and obliga- 
tions" under the Gatt was not upset, but 
it was deemed wise to play it safe. 

Lack of opposition has not stopped 
awkward questions, however. If China 
succeeds in becoming a member, it will 
in effect have two votes in Gatt after 
1997. Will China and “Hongkong, 
China” vote on different sides? And 
if China’s bid fails, could Hong- 
kong provide a backdoor entry into 
members’ markets? At present, no one 
knows. 





ECONOMIC MONITOR MALAYSIA 
Export prices on a slide 


Misis external reserves have 
risen from M$12.5 billion (US$4.9 
billion) at the end of 1985 to M$13.7 bil- 
lion by the end of March this year. This 
substantial increase of M$1.2 billion 
in the first quarter alone is nearly 
half that achieved during the whole of 


| 1985. 


But, though some of this increase 


| can be accounted for by favourable cap- 
| ital inflows (including borrowings) the 


appreciation of the country’s foreign 
currency assets against the ringgit is 
thought to have played the largest part. 
Bank Negara (BN), the central bank, 
declines to quantify the movement of 
the reserves this year in either US 


— | dollar terms or in IMF Special Drawing 


Rights. 

The latest figures for the exter- 
nal reserves were revealed by Prime 
Minister Datuk Seri 
Mahathir Mohamad on | 
24 April, while reiterating 
his earlier assurance to 
foreign creditors that all 
interest and principal 
owed by the Malaysian 
Government would be re- 
paid on time and in full. A 
week earlier some news 
reports had quoted the 
prime minister as saying 
that Malaysia was seeking 
to reschedule its mount- 
ing foreign debts (REVIEW, 24 Apr.). 

Earnings on these external reserves, 
Mahathir was reported to have said, 
would be more than adequate to meet 
the principal repayments of M$863 mil- 
lion this year. At the same time, how- 
ever, the prime minister said that the 
depreciation of the ringgit against the 
yen and some European currencies had 
made the low interest rates on these 
loans “meaningless.” Some loans were 
requiring 40% more ringgit to service 
them than before. 

The ringgit declined in value from a 
range of M$2.45-2.50: US$1 at the be- 
ginning of the year, to a low of M$2.70 
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in the second week of April. Heavy in- 
tervention in the market by BN helped 
to reverse the trend but not before some 
bankers had started predicting the 
ringgit could reach as low as M$3.00: 
US$1 by the end of the year. 

On 24 April, BN's best rate (com- 
mercial bank prime rate in effect) had 
recovered to M$2.531 to the greenback. 
However, some economists are arguing 
that with Malaysia's current-account 
deficit expected to widen from M$2.2 
billion in 1985 to M$5.6 billion this 

ear, a further slide in the value of the 
ocal unit is likely. For 1986, BN fore- 
cast (in March) a potential M$7.3 billion 
drop in commodity export earnings, 
compared with a M$2.3 billion drop last 
year. 

This central-bank forecast is based 
on an average crude oil price of US$20 a 
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barrel throughout the year, a rubber 
price of M$1.85 a kg, palm oil export 
prices of M$700 a tonne and tin aver- 
aging M$18 a kg. At a recent national 
seminar on commodities, government 
officials suggested that tin prices will 
slide from about M$14.50 at present to 
some M$13-14 a kg by the third quar- 
ter, before any improvement will be 
seen. Similarly, palm oil is only slowly 
recovering from its low of M$435 a 
tonne in March to around M$555 a 
tonne at present. 

Although Malaysia has refused to 
join an Opec-inspired crude oil produc- 
tion cutback and is pressing ahead with 
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its 510,000 bpd target, earnings from the 
petroleum sector are forecast to fall by 
about M$4 billion from last year’s 
M$11.45 billion. This forecast — which 
was put before parliament in April — is 
based on an average crude price of 
US$15 a barrel. About the only. major 
export earner which seems to be selling 
above BN's price assumption is rubber, 
currently trading at M$1.84 a kg of the 
RSS One grade. 
"For some commodities, the good 
days are over," Mahathir said recently. 
"For others, the situation will worsen," 
he added, warning that the targets of the 
recently announced Fifth Malaysia Plan 
have probably now been put beyond 
reach. Among these targets are a total 
allocation for public-sector develop- 
ment programmes during 1986-90 of 
M$74 billion, compared with M$80.3 
— during the previous five-year 
an. 
P No less than 81.2% of the total 
allocation of the federal 
government and some 40 
“non-financial public en- 
terprises” has been ear- 
marked for the continua- 
tion of prosecs initiated 
during the previous plan 

riod. This leaves only 

$12.9 billion to be spent 
on new projects. 

Probably the first cas- 
ualty from the collapse 
of the commodity prices 
will be the govern- 
ment's intention during the MP 
period to cut down external borrow- 
ing to finance the public-sector de- 
ficit. Domestic borrowings were to have 
accounted for more than 60% of the 

ublic-sector deficit, compared with 
ess than 48% during the previous 
plan. 

While the Employees Provident 
Fund is not expected to have much diffi- 
culty in meeting its target of providing 
60% of that domestic borrowing, the 
strong demand for credit from the 
private sector may see the government 
competing for ever scarcer funds. 

— Nick Seaward 
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IN SINGAPORE, KUALA LUMPUR 
AND NOW IN BANGKOK. 
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SHANGRI-LA 
SINGAPORE 


SHANGRI-LA 
KUALA LUMPUR 





accommodation to the very heart of Thailand’s capital. 
In exotic South East Asia, where else but the Shangri-La. 





WHERE ELSE BUT THE SHANGRI-LA. 
E ShangriLa hotel 


SHANGRI-LA INTERNATIONAL HOTELS 


Shangri-La International: Hong Kong (5) 242 367 * Singapore 338 3300 | 
* Kuala Lumpur (03) 248 6536 * Australia Std free (008) 222 448 * London (01) 581 4217 * Tokyo (03) 667 7744 
* USA & Canada (800) 457 5050 * Utell 


Shangri-La Singapore, Shangri-La Kuala Lumpur. Shangri-La Bangkok. Shangri-La Beijing (1987). 
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FarEasternEconomic 


The Far Eastern Eco- 
nomic Review is now 
publishing a quarter- 
ly index which details 
by country and date 
everything that has ap- 
peared in the Review. 
The index is available 
on a quarterly basis. 
Subscribe now and 
each quarterly index 
will be sent to you 
automatically as soon 
as it becomes avail- 
able. A vital research 
tool, the Review in- 
dex will save hours 
of needless search- 
ing for information. 
ORDER YOURS TO- 
DAY! Only HK$175 
(US$25) for 4 quar- 
terly issues. Just com- 
plete the coupon 
below and send with 
your payment. 









The Circulation Department, 
Far Eastern Economic Review, 
GPO Box 160, Hongkong. 


Please send my order for the 
Far Eastern Economic Review 
QUARTERLY INDEX. / enclose 
HK$175 (or its equivalent in local 
currency) in payment. 


Name 
Address 


t’s no secret that surprises on the 

production line can waste expen- 
sive labour, materials and machine 
time. They can throw your costs out 
of line, destroy your pricing strategy, 
make you less competitive and 
undermine your profits. 

Worse still, they can upset delivery 
schedules and lose you Customers. 
But not if Nixdorf’s Feros Top is on 
the job, the specific Nixdorf COMET” 


mo dh 


SS oet ene > 





software solution for all production 
control problems. 

With Feros Top, you can control 
your line by estimating payroll, 
machine time and materials costs — 
and availabilities — in advance, 
for standard and non-standard pro- 
ducts. You can accurately predict 
total costs, item by item, to make 
pricing decisions that ensure profit. 
Feros Top helps you create and 


Nixdorf eliminates 





the element of surprise 








meet realistic deadlines, allowing for 
downtime and other demands on your 
plant capacity. 

It can analyze production processes 
for better ways to do them, minimize 
dutlays for time and materials, and 
2erform all the "What if" calculations 
hat spell the difference between 
superb management and the other 
and. And while it is doing all this, Feros 
lop will provide feedback for continu- 


ous evaluation and improvement. 

When it has achieved an optimum 
solution to a production problem, it 
can retrieve it for use on other similar 
problems. 

At all times, Feros Top can be pro- 
grammed to protect against un- 
authorized access to the information 
it contains. 

Eliminating the possibility of yet 
another surprise. 


Nixdorf Computer AG 
Furstenallee 7, 4790 Paderborn 
West Germany, Tel. 5251/506130 
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7 Over the past forty years. the 
| leview has 
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i: they a are 5 the Decision Makers. 

- The people who have the p po ower to 

s say: ‘Yes.’ um 

Bri, dj Advertisers of quality products 

. and services know that when they 
talk through the Review, Decision 

Makers listen. 
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Foreign exchange dealing room at The Hongkong and Shanghai Banking Corporation's headquarters in Hong Kong 


The Reuter Composite Information System 
(CIS) is the dealer-friendly solution to the problem 
of equipment build-up in dealing rooms. 

Before CIS, a new information service 
usually meant additional hardware which 
consumed space, effort and money. It also 
increased stress on dealers who had to make 
split-second decisions, sometimes without access 
to information on the other side of the deal- 
ing room. 

Now, Reuters has changed all that. 

With CIS, one workstation commands 
everything — Reuter Monitor, dealing 
communications, telex, in-house mainframes, 
time-sharing systems, personal computers, 
financial calculators and services from other 
information vendors. All are available on a single 
keyboard which controls from one to as many 
Screens as are required. 

There is no effective restriction on external 


or internal services that can be accessed with 
one CIS workstation. The modular design ensures 
that future information systems can be added as 
soon as they reach the market. 

CIS offers the stressless solution. Developed 
and manufactured by Rich Inc., a Reuter 
company in the U.S. 

For further information please contact your 
local Reuter sales representative or Bruce Allen, 
Marketing Manager, Asia, Australia and New 
Zealand, 5/F Gloucester Tower, 11 Pedder Street, 
Central, Hong Kong. Tel. 5-8436363. 





World markets as they move 


A Bergsee 3 


ps can find demanding companies in every 
industry - among electronics firms, chemi- 

cal producers, manufacturers of toys, distrib- 

utors of fast food. They're the companie s that 
would rise to the top in any field. They de- 
mand a lot of themselves and, not surprising 
ly, of their suppliers. And 
when arranging container 
transport between Europe 
and the Far East, they call 
on ScanDutch. 

Why? Because at 5can 
Dutch we demand more of 
ourselves than do any of our customers. For 
example, we have more experience than any 
other line on the route in operating a fixed 
weekly sailing schedule, a schedule that puts 
heavy demands on us but that is the most fa- 
vourable frequency for our customers. It al- 
lows them to plan long in advance, to inte- 
grate their production and distribution activ- 
ities, and to take advantage of the accompa- 
nying reductions in costs. 

We're also the route's only carrier that is 
structured as a “one-line” organisation. Once 
again, it requires more of us. But it makes 
booking space a great deal easier for our 
customers. And, if there's ever a question of 


Regional Office, Hong Kong: 
ScanDutch Limited, Far East Management 
Tel. 5-8921808 


responsibility for an order, shippers know 
there's only one line they need to call. 

But perhaps the reason so many know- 
ledgeable shippers insist on Sc anDutch is the 
professionalism of our staff. As a leader in 
transport logistics, we school our Agents in 
the complex science of 
moving cargo thousands of 
miles as cost effectively as 
possible — taking into ac- 
count parameters such as 
warehousing expenses, in- 
transit inventory charges, 
insurance rates and the many other “hidden 
costs” of distribution. 

If you're exporting, you'll find our Stow- 
age Advisors a valuable source of assistance, 
whether you have a difficult piece of cargo to 
ship or are trying to stuff a container to take 
advantage of low "box" rates. 

We can help you reduce import costs 
through our freight consolidation service. 
And thanks to our expertise in inland trans- 
port, we can arrange dependable door-to-door 
delivery of your company's products any- 
where on two continents. 

It’s not the easiest way to run a business. 
But when your customers are demanding... 


E HAVE THE MOST DEMANDING 
CUSTOMERS INTHE BUSINESS 
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€ TAKE last years profit number; 
double it; subtract the day of the month; 
add your lucky number; and, hey presto, 
there is your profit forecast for the 
current year! That may not 
Kader 













in the prospectus for 
its public issue last May, but it could 


| as well have been. The offering of 93.75 


million new. and existing shares at 
HK$1.85 (24 US cents) raised HK$173 
million. | 
At the. time the company forecast 
^fter-tax earnings for 1985 of "not less 
ian HK$130 million," compared with 


- riK$118 million in 1984 and HK$36 mil- 


lion in 1983. The issue was thus 
launched on a prospective price/earn- 
ings ratio of 5:1 and dividend yield of 
9,7% — which seemed about right for a 
company with assets per share of 93 US 
cents and recent profits owing much to 
the Cabbage Patch doll boom. The fore- 
cast was subject to the normal caveats 
about there being no adverse changes in 
tax, interest and exchange rates. | 

Only four months after the launch 
the forecast was looking questionable, 
with first-half profits a scant HK$39 mil- 
lion, so the rot seems to have set in 
within weeks of the prospectus. Now 
shareholders have learned that the re- 
sult for the whole year is a profit of just 
HK$90.5 million, 30% below forecast. 
One might assume that very exceptional 
and unforseen problems had inter- 
vened. But turnover rose 12% to 
IK $847 million, so the profit failure has 
d to be attributed to cancellation of 
3rders for high-profit plastic toys while 
the turnover increase was most marked 
in low-margin products. That all sounds 
a bit of a lame excuse for such a large 
shortfall, especially as other factors 
such as interest rates appear to have 
moved favourably. 

Elsewhere, missing prospectus fore- 
casts by a mile is a cause for outcry and 


even of making amends by the issuing. 


houses involved. The boys at Schroders 
and Wardley have shown no such re- 
morse despite having profited consider- 


ably from the issue. As for the public 
* who took the prospectus at face value, 


the shares are now at a discount to the 


offer price while the Hang Seng index 


has risen 15% since the issue. 

As far as Shroff can remember, no 
legal actions have ever been taken in 
cases of missed forecasts though the 
Protection of Investors Ordinance does 


- provide for prosecution where a fore- 
< east has been made “recklessly” which 





mati P RR ree A rt A Pt Pts nr ka tni er S treiber eh rre HH RU SEP t Pit pierres emeret tenete serve irte EN A NS AS 





sare added is Sa Far ie d Mel A Mist mue eR — — — — — — — —— — —— — — —— 


implies that a degree of care is neces- 
sary, not merely that a prospectus is not 
deliberately misleading. 
© MONEY-MARKET funds started 
by securities houses helped undermine 
an outdated banking and interest-rate 
structure in the US. Cash-management 
trusts pioneered by merchant banks 
were a major force in liberating the 
Australian public from the combined 
tyranny of the bank cartel and regula- 
tions aimed partly at providing cheap 
borrowing for the government. If the 
Hongkong Securities Commission is 
more than the financial secretary's 
catspaw, it will soon approve a unit fund 
scheme which will provide Hongkong's 
small depositors a means of escape from 
a bank cartel system which is uncom- 
petitive and enables banks to make big 
profits, relative to loan volume. 

Small depositors will be able to take 
advantage of money-market rates 
rather than be ripped off by banking 


spreads which currently see savings de- 


positors receive 3% while home buyers 
pay 9:596. Surprisingly, the move has 
come from a licensed bank rather than a 
merchant bank — Manufacturers 


Hanover. But big banks have never | 
been afraid of interest-rate competition. 


It is local banks, which demand free 
trade abroad but damage Hongkong's 
image by refusing to face it at home, 
which have prevented reform by virtue 
of their gross over-representation on 
local decision-making bodies. The out- 


- going financial secretary has confirmed 
his commitment to the cartel in the in- 


terests of "stability" despite having had 
to bail local bankers out of their frauds 
and incompetence with billions of pub- 
lic money while failing to prosecute ap- 
parent breaches of the Banking Ordi- 
nance. 

The local banks are ganging up 
against the Manny Hanny initiative. But 
if Hongkong’s crony bankers are al- 
lowed to continue getting away with 
their heist of the public interest, the 


. people might best respond by abandon- 


ing the local currency for US dollars — 
or the yen or Deutschemark, where low 
interest rates are compensated by cur- 
rency strength. 

But it is impossible even to abandon 
the Hongkong dollar — in cash terms at. 
least — without doing the two note-issu- 
ing banks the favour of a final "turn" be- 
tween the pegged rate at which they are 
allowed to convert Hongkong dollars 
into US dollars, and the rate which they 
quote their customers. 

As the Cathay Pacific 50-fold over- 
subscription. throws Hongkong-dollar 
interest rates into turmoil, it seems time 
to ask yet again why a freely convertible 
currency should be a two-bank privilege 
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Hongkong Bank. . .  — 
e WHATEVER view one 


analysis and conclusions, the 
insider trading at Internationa 
Holdings (ICH, page 138).c 
few interesting sidelights. It 
that Cheung Kong director C. W. 
bought 28 million of the. pre 
shares of Cheung Kong as 
Hutchison Whampoa  betweei 
January and 1 March 1984 at an av 
price of HK$1.02. What the repo 
not go on to mention, presumabl 
cause it was investigating only I 
lated deals, is that in late March Hi 
ison announced a special dividend j 
out of HK$2 billion from which pre 
ence shareholders would not only be 
fit but relative to their price, would d« 
so more than holders of ordinaries. |. 
è THE story so far: dynamic, musta 
chioed New Zealander Ron Brieri 
has enchanted Hongkong with th 
magical properties of his investm 
vehicle, Industrial Equity (Pacific 
IEP. Although it has neither execu 
directors nor significant assets in the ter 
ritory, and probably precious few shai 
holders, IEP is capitalised on the Hon; 
kong stockmarket at around HK$8 b 
lion, ranking it alongside more tangible: 
entities such as Jardine Matheson, Ne‘ 
World Development and Cheung Kong 
So powerful is IEP's charisma, wit 
its price/earnings ratio of 115 and it 
market capitalisation representing ans 
thing from 5-15 times net asset backing 
that investors, confronted on 24 A 
with à deep-discounted HK$1.4 bill 
rights issue, promptly marked 
shares up to an all-time high. — — 
Now read on. The extraordii 
thing about Brierley is not that he do 
what he does, but that he should. 
pone ‘on doing it for so long. Any se 
le person must necessarily ridicul 
on any one of several fundamet 
grounds: the fact remains that his sm 
investors have been making money. 





more than HK$50, it also looked de 
late last year at half that price. IEP i 
paper company, a tax expediency, a de 
vice for separating Australian and Ne 
Zealand investors from US and Euro 

sets. If it does as well as it 
t fans prophesy, it would sti 
. It does not behave accordin 

Į investment criteria. It is. n 

investment, but an act of 
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The secret society 


Top Hongkong businessman cited for insider trading 


By Robert Cottrell in Hongkong 
Hongkong Government. insider- 
dealing tribunal says that Li Ka- 

Shing, one of the territory's best-re- 

Spected businessmen and a deputy 

chairman of the Hongkong and Shang- 

hai Banking Corp., should be held re- 
sponsible for share dealings which en- 
abled a subsidiary of Li's publicly 
uoted master company, Cheung Kong 
oldings (CKH), to profit from impor- 

tant unpublished details concerning a 

1984 property transaction which Li had 

negotiated on behalf of a CKH asso- 

ciate, International City Holdings 

(ICH). 

Insider dealing is.not a criminal of- 
fence in Hongkong, and carries no 
penalties. The cited dealings — totalling 
HK$39 million (US$4.5 million) — are 
tiny by the standards of Li and CKH, 
and the tribunal’s findings are based on 
deduction rather than specific evidence. 
More importantly, the tribunal's report 
Bighlighis how Hongkong companies' 
reluctance to make timely disclosures of 
major transactions can create false mar- 
kets in their shares; it also provides a 
case history of how a purported attempt 
by China to “stabilise” Hongkong's 
economy succeeded instead only in 
causing confusion and disappointment. 

The report concerns dealings in ICH 
shares during the first six months of 
1984, at a time when Ever Bright Indus- 
trial Co., a Hongkong company fi- 
nanced by China interests, maintained 
that it planned to buy for HK$939 mil- 
lion most of an ICH residential develop- 
ment called City Garden. Ever Bright 
chairman Wang Guangying, a brother- 
in-law of former Chinese head of state 
Liu Shaoqui, arrived in Hongkong in 
April 1983. He enjoyed drawing atten- 
tion to his high-level political connec- 
tions in China and presenting himself as 
a symbol of China's desire to stimulate 
Hongkong's economy. “We come to do 
business in Hongkong." he told the offi- 
cial China News Service, “and in the 
same time to do something for the pros- 
peo and stability of Hongkong." 

The announcement of the City Gar- 
den purchase on 23 January gave a 
major boost to Hongkong's stock and 
property markets during a period of 
severe depression induced by political 
uncertainty. ICH shares leapt from less 
than 50 HK cents in early January to 
more than 80 HK cents in February. 

In fact, the agreement which Ever 
Bright and ICH signed on 23 January in- 
cluded a secret “break clause," enabling 
the purchaser to withdraw without pen- 
alty within six months. When Wang 
exercised this option on 26 June, the 


138 


euphoria of the previous January was 
reversed: between 28 June-13 July, ICH 
shares fell 23%, and the Hang Seng 
Index of leading Hongkong stocks bv 
17.5%. The tribunal says a CKH sub- 
sidiary, Starpeace, profited from “in- 
sider” dealing when it sold 55 million 
ICH shares shortly after the January 
purchase agreement was announced, but 
while the withdrawal option was un- 
known to the general public. 

While the tribunal's terms of refer- 
ence did not require it to reach any con- 
clusions about the conduct of Ever 
Bright and Wang, the report's oblique 
and im licit criticism is in effect at least 
as hars 


as the direct rebukes adminis- 


Li: ‘active concealment.’ 

tered to Li and his associates. Wang ts 
portrayed as a naive and inexperienced 
judge of the Hongkong property mar- 
ket, led into the City Garden transac- 
tion by an acquaintance looking for 
commission. “It has. . . proved to be un- 
avoidable” says the tribunal “to deter- 
mine as a question of fact that Wang 
misrepresented to the public of Hong- 
kong the true character of the City Gar- 
den transaction as a sale and purchase at 
a time when he genuinely believed that 
he would not invoke the break clause.” 


he tribunal said that K. S. Li's will- 

ingness to keep secret the "break 
clause" was a crucial factor in its finding 
that he bore a “high degree" of “culpa- 
bility" for Starpeace's insider dealings. 
It said that “if K.S. Liintended to take it 
upon himself to require the directors of 
ICH . . . to assist him to actively conceal 


— 
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the break clause from the public . . . 
then it was K. S. Li's duty to ensure that 
Chow Chin-wo [CKH's financial con- 
troller] did not procure [dealings] in 
ICH shares in breach of the [Hongkong 
SOOTHES ONDE: ‘ 

Chow had a general authority from 
Li to deal in associate-company shares. 
Both Li and Chow said they did not 
know that corporate entities could be 
“culpable” insider dealers. 

The tribunal said a “high degree” of 
blame also attached to Chow, and to 
CKH and Starpeace as corporate en- 
tities; it said that a lesser degree of 
blame was shared by three other CKH 
directors, George Magnus, George 
Zang, and Albert Chow. (Zang has 
since resigned from the CKH board.) 
The report also cited an Ever Bright em- 
ployee; a CKH project manager, and a 
director of another ICH shareholding 
company, Hongkong Electric, as culpa- 
ble insider dealers. 

CKH, in a statement responding to 
the report said that no CKH direct 
stood accused of insider trading for | 
personal account; that CKH “does not 
agree" that the directors and companies 
named were "involved in culpable in- 
sider trading"; that the report produced 
"no evidence that any" CHK executive 
directors other than C.W. Chow knew 
about the actual dealings. 

The accusation of insider dealing is 
likely to be intensely embarrassing for 
the image-conscious Li: the inquiry may 
even have had some bearing on his re- 
cent decision to seek to extinguish 
ICH's public listing by bidding for its 
outstanding shares. The body of the re- 
port, however, comprises an analysis, of 
the City Garden transaction from which 
he emerges in à far more positive light: 
the tribunal itself seems to have been 
much impressed by the shrewdness and 
subtlety of his dealings, as were witness- 
es — including former Hongkong chief 
secretary Sir Philip Haddon-Cave. “A 
very high-flying, brilliant man [with, 
rather high PR profile," Haddon-C: 
testified. 

According to the tribunal's recon- 
struction, the origin of the City Garden 
deal lay in a university friendship be- 
tween Wang's son and the son of a 
building-materials wholesaler, Chan 
Park-chi. The elder Chan was intro- 
duced to Wang, discussed the local 
property market with him and encour- 
aged him to invest. He offered to act as a 
go-between for Wang, to approach Li to 
see if blocks of City Garden were for 
sale. Chan said he expected to receive 
20% of any profit made by Wang; Wang 
told the tribunal he thought Chan was a 
broker retained by City Garden. 

Approached by Chan on 4 January, 
Li said he would sell eight then-unbuilt 
blocks to Chan's principal at the price of 
HK$690 a ft? for residential space, and 
HK$595 a ft? for commercial space. 
When the Chans pressed for a discount, 
Li refused, but offered a three-month 
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break clause instead after 
further haggling — he extended on 9 
January to six months. On 16 January, 
Li refused a diréct request from Wang 
to lower the sale price, but offered in- 
stead to make a — gift of 10 City 
Garden flats to Wang's company. It ap- 
peers to have been at this meeting that 
i said to Wang: “You don't have to tell 
me how you came by your capital. | 
know it. I want you to make a profit in 
this investment and that is why I give 
ou [the break] clause because, as you 
ave invested so big an amount, you 
should have a reasonable profit." 

Li was worried that if, as he thought 
likely, Wang lost money on the City 
Gardens purchase, Li would be per- 
ceived as having taken a quick profit at 
the expense of China. The break clause 
was Li's way of protecting both himself 
and Wang from Wang's probably poor 
judgment: Li thought Ever Bright 
might lose about HK$200 million if it 
completed the purchase of City Garden. 

laddon-Cave offered another view of 
.he break clause, based on two conver- 
sations with Li that January: he told that 
tribunal that it was Li's way of showing 
that he did not regard the purchase as 
any sort of "favour" shown to him by 
China, and that Ever Bright could take 
or leave City Garden as it wished. 


L’ 


- o- 
| 

. 
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n his own evidence to the tribunal, 

Li said that though he offered the 
break clause, he was sure Wang would 
not invoke it. “In his position he can not 
exercise the option, that means he can 
not cancel the agreement,” he said. 
Wang's special “position,” Li enlarged, 
was that “he is really trying hard to give 
more confidence to people in Hong- 
kong” by making the investment. 

n 23 January, Li and Wang signed 
the conditional agreement; on 7 Feb- 
ruary Li, as ICH chairman, minuted the 
details of it to other directors, including 
a request that the break clause be kept 
| dential “as any leak would ad- 
| rsely affect the property market and 
the confidence in the economic revival 
of Hongkong"; and on 14 March share- 
holders of ICH were told in the chair- 
man's annual statement only that a 
"preliminary agreement" had been 
reached for sale of eight blocks. 

Through April and May, Ever Bright 
tried — without success — to find a 
buyer for the City Garden blocks, on 
which it had put down a HK$47 million 
deposit. Wang said its failure to sell was 
due in part to the loss of investor confi- 
dence sparked on 28 March by an an- 
nouncement from the Hongkong trad- 
ing house Jardine Matheson that it plan- 
ned to move to Bermuda. 

The tribunal implies that the failure 
to sell may also have been due to Ever 
Bright's complete lack of expertise. Not 
only did Wang know little enough him- 
self about Hongkong property; nor did 
Ever Bright have a single staff property 
executive to take charge of its proposed 
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HK$939 million acquisition. In the 
event, Wang's daughter, Wang Mi, 
took effective control of City Garden. 
An outside agent was asked to find 
buyers but said that Ever Bright's asking 
price (HK$860 a ft^) was too high. 

In May, Ever Bright unsuccessfully 
asked Li for a price reduction. Finally, 
at a lunch on 25 June, Wang accepted 
Li's suggestion that he withdraw and 
take back, with interest, his deposit. 

The tribunal’s unchallenged evi- 
dence is that it was Li who originally of- 
fered, rather than Wang who requested, 
the break clause; and that while the 
clause may have been dressed up as a 
negotiating concession in lieu of a price 
reduction, it was meant mainly to pro- 
tect Wang and by extension Li himself. 
Less clear is who originally asked for it 
to be kept confidential. Li said Wang 
asked him to do so, in the course of a 
telephone conversation. Wang denied 
that the conversation took place. The 
tribunal decided to make no finding on 
who had originally requested the confi- 
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Wang 
wanted the break clause kept confiden- 
tial because, if it were publicised, it 
would cause adverse market reaction 
detrimental to . . . Wang's purpose of 
promoting confidence in Hongkong." 
The secrecy of the break clause was 
in marked contrast to the publicity af- 
forded to the more positive aspects of 
the purported sale. Wang basked in the 
reflected glory of a transaction which 
seemed temporarily to be reviving 
Hongkong's fortunes: he became à 
newspaper celebrity and feted public 
speaker. He told a lunch in February 
that Ever Bright had bought the blocks; 
and a dinner in April that he had already 
spent some time negotiating the re-sale. 
e tribunal ties the earliest substan- 
tiated press reports of City Garden 
to remarks made by Wang's secretary, 
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but says that many newspaper reports. 
were based on fabrication and hearsay. ' 
It cites the REVIEW, and the financial | 
newsletter Target, as the only publica- | 
tions to report the City Garden transac- | 
tion with appropriate scepticism. |, a 
The tribunal says it is “satisfied that | 
Wang welcomed publicity for the trans- | | 
action as a sale and purchase .. . be- | 
cause [he] thought it would be good ARE d 
from both CKH and Ever Bright's point. | 
of view and above all because Beijing | 
would be very pleased." x 


T tribunal is satisfied, in other | 
words, that when Wang signed the |. 
23 January agreement, he genuinely ex- | 
pected to buy the blocks. The fact re- | 
mains, however, that though the agree- 
ment was not in legal terms an option, it 
was just such an instrument in practice: | 
by depositing HK$47 million with ICH | 
Wang had acquired the right to buy, or — 
not, eight blocks of City Garden ata | 
fixed price six months later. Its unqual-- 
ified presentation to the public as a sale- — 
and-purchase agreement is considered | 
by the tribunal to have had a materialef- | 
fect on the share price of ICH — and so 
must have contributed to the existence ` 
of a misinformed stockmarket. 4 

The very existence of this misin- 
formed market was more damaging to } 
investors as a whole than were the deal- — 
ings by which CKH profited from it. — 
(Hongkong's securities ordinance says | 
that “A person shall not . . . do anything | 
with the intention of creating . . . afalse | 
market in respect of any securities... | 
when the market price of those securi- — 
ties is raised or pegged or depressed or 
stabilised by means of . . . any fictitious 
transaction or device or any other form | 
of deception or contrivance.") | 

By the tribunal's evidence, Wang 
was mainly responsible for misleading - 
the stockmarket, while Li strove to re- 
concile his deference to Wang with his — 
duties to shareholders by announcing | 
the deal as a —— agreement. 

Li, and others named in the report, | 
are judged "culpable" insider dealers | 
because they breach provisions of the | 
Hongkong securities ordinance in- | 
tended to guard against the abuse of in- | 
formation by company directors, em- 
ployees, related parties or associates. 

Volumes at least as damning as the 
ICH report could have been written 
about many other major corporate 
deals. Considering the shambolic pro- — | 
gress of the City Garden transaction and | 


the ample spillage of disinformation re- | 


lating to it, the remarkable feature of | 
the tribunal report may well be not the 
extent but the paucity of the culpable in- 
sider dealing which it identifies. The 
real if unstated message of the report is 
the need for prompt and full disclosure 
of all major coporate transactions — - 
and the dangers of trying to compromise | 
the integrity of Hongkong's markets in | 
order to accommodate the perceived sen- | 
sibilities of emissaries from Peking. E | 
Ed | 
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opment that could 
e Johor Baru. 






Nick Seaward in Kuala Lumpur 
alaysia's premier marine and civil | Indications are that. Promet only 
contracting company, Promet, has | began negotiating. with. its bankers a 
unced a staggering net after-tax | few weeks ago. Promet chief execu- 
. of M$79.4 million (US$30.8 mil- | tive Datuk Brian Chang was quoted in 
) for the year ended 31 December | Singapore as saying that the banks 
5. The company has also stated that | had not pushed Promet into restruc- 
has "entered into discussions with all | turing but that declining cashflow made 
e group's bankers with a view to agree- | the move prudent. Group turnover fell 
g a basis on which the group's bor- | by 10% last year to M$292.7 million 
wings can be restructured." Accord- | and a M$54.2 million operating profit 
to its 1985 balance-sheet, Promet | in 1984 became a loss of MS19.2 mil- 
M$321.5 million to an estimated | lion. | " 
yanks. 2 u | Chang is reported to have said that 
Promet said it incurred a pre-taxloss | the banks have not formed a steerin 
M$92.7 million. This was due almost | committee and are negotiating with 
I, rely to its decision to write down the | Promet on an individual basis. Accord- 
ue of property in Sabah and Sarawak | ing to the 1985 balance-sheet, less than 
M$45.2 million, and to write off | 1096 of its M$321 million bank borrow- 
M$46.7 million in expenditure on oil | ings are secured on its assets and 
id gas exploration in offshore blocks | M$108 million are repayable within 12 
Sabah and China's Pearl River | months. 
in. | The company plans to reduce bor- 
As a result, the net tangible assets of | rowings by as much as 70% by the end 
group shrank by more than 21% to | of next year — largely through the 
97.04 million at the end of last year, | sale of property in Malaysia and the 

uivalent to approximately 88 M cents | US. ! : 
hare. 
The strategy — adopted since 1982 N° mention was made of Promet's 
-to invest in offshore oil exploration major development on the resort is- 
ems to have been nothing short of dis- | land of Langkawi, to the far north of 
astrous for the company. In addition to | Peninsular Malaysia. Work on the M$3 
Sabah and Pearl River Basin write- | billion project has slowly ground to a 
ffs, Promet has also had to make provi- | halt over the past few months, despite 
ion for its Arafura block in Indonesia, | repeated assurances from Promet and 
lich has been written down to its | the Kedah state government that it will 
alisable value. It has, however, re- | continue as planned. | 
d its interest in three onshore Promet assets which are likely candi- 
locks in Thailand — and the Weizhou | dates for the auctioneer's hammer are 
) discovery in the Beibu Gulf, which | its steel-fabrication yard in Singa- 
due to begin "appraisal" production | pore and a similar facility in Johor 
e third quarter of this year. The | Baru. 
u stake is held through Promet's The Singapore yard has seen its 
4% publicly listed subsidiary in Hong- | workforce whittled down to around 200 
, Promet Petroleum.  : since 1984 and will almost certainly be 


ronas, the state-owned oil company, to 
review. Promet's eligibility for most- 
favoured status when bidding for con- 
tracts from oil companies operating in 
Malaysia. — : 

Recent changes in the ownership of 
its equity has raised questions over 
whether Promet still qualifies as 
a bumiputra (indigenous Malaysian, 
mainly Malay) company for bidding 
purposes. Although foreign companies 
can obtain licences to bid for contracts, 
companies with the bumiputra designa- 
tion get the first bite at the cherry. 
Promet currently holds contracts worth 
M$30-40 million from the oil indus- 
try. 

The decline in bumiputras’ owm 
ship of Promet's equity is believed to 
have been one result of last year’s fall- 
ing out between Chang and two former 
executive directors, brothers Tan Sri 
Ibrahim Mohamed and Datuk Abdul- 
lah Mohamed. A bitter boardroom bat- 
tle earlier this vear ended with both 
brothers resigning from their posts. 
Their stake in Promet is now reckoned 
to be less than 10%. — MN 
This proportion could change 
dramatically depending on the outcome 
of a lawsuit expected to be heard on 
2 May. Penang-based businessman Da- 
tuk Mak Kok — supported by an af- 
fidavit by Abdullah — is seeking the 
specific performance of an oral agree- 
ment that Chang is alleged to have 
made to sell Mak 100 million shares, or 
30% of Promet's capital, at M$1.10 a 
share. 

With Promet’s shares trading at 32M 
cents, most brokers in Kuala Lun 
pur are baffled as to Me Cha, 
does not go through with the deal, eve” ~ 
if he feels it never existed in the first 
place. | 
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Company expects 5% increase in sales for current year. 



















Y 568.4b 
( US$3.4b) 


M$444.8m 
(US$172.7m) 







Y28Feb. | Y17b 
E *(US$10.2m) 








-0.25 nil | Loss due to provisions for doubtful receivables from| 
(45%) | subsidiary. | | M. 














HKS891m |. | Low growth reflected stiff competition in banking sec 
(US811.4m) | and sluggish lending market. _ a | 
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Long-term deposits | 


Amex comes to the Philippines in an equity-for-debt swap 


By Guy Sacerdoti in Manila 


W ith American Express Internation- 

al Banking Corp. (Amex) agree- 
ing in principle to take over 40% of 
the iy ape! International Corpo- 
rate Bank (Interbank), the long- 

awaited rationalisation of government 
holdings in the Philippines’ commercial 
banking system has begun. 

Sources in the banking community 
and with the Central Bank of the Philip- 

ines say that negotiations are current- 
y under way between foreign banks and 
at least three other local institutions, 
and that approvals for these equity 
transfers could be finalised within a few 
onths. 

The new government of President 
Corazon Aquino has not altered the 
overall rationalisation policies laid 
out during the last 18 months of the 
former regime of Ferdinand Marcos — 
one of two cabinet-level posts un- 
changed in the new administration is 
that of Jose Fernandez, the central bank 
governor. 

But the climate generated by the 
Aquino government's emphasis on less 
government corporate ownership in 
— and in banks specifically, has 

een coupled with the desire to reduce 
portions of the nation’s debt-burden ina 
way that makes foreign involvement in 
local banks attractive. 

The Amex-Interbank link had ac- 
tually been in the works as early as late 
1985, designed, as one report says, as a 
showcase deal for the former Marcos 
government to prove it was serious 






Philippine: 


1983 


about divestiture. With the govern- 
ment’s National Development Co. 
(NDC) controlling more than 99% of 
Interbank’s equity, the idea was to 
transfer the maximum percentage of 
Shares allowed under current banking 
regulations (40%) to foreign “buyers” 
in exchange for an equivalent reduction 
in foreign debt. Sources say the Amex 
deal involves the conversion of some 
US$15-20 million in Amex exposure 
into Interbank equity. 

In an unrelated move, Philippine 
Monetary Board officials say nego- 
tiations are under way between In- 
donesian interests — reportedly led 
by Liem Sioe Liong, long associated 
with the alleged Dosiheds interests 
of Indonesian President Suharto — 
and Associated Bank. One of the Lim 
group's senior finance officers is a Fili- 
pino. 


AS there are reports that the US- 
based Bank of Hawaii, which stop- 
ped negotiations with troubled Pro- 
ducers Bank in 1985, is now talking 
about an equity conversion scheme with 
the Commercial Bank of Manila (Com- 
bank). There is also talk that the cash- 
rich Pacific island state of Nauru is in- 
vestigating equity involvement as well, 
possibly with another government-con- 
trolled bank, Union Bank. 

The Philippine Government found 
itself controlling these institutions in the 
fall-out of the 1981 Dewey Dee affair, in 
which over-exposed local banks with in- 
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expanding empire collapsed suddenly 
after Dee fled. D 
In one of the moves which ultimatel 
exacerbated the declining financial cor 
dition of the country, the governmen 
used its Development Bank of the 
Philippines (DBP) to absorb cron) 
equity, selling it later to the NDC. imi 
lar schemes were designed to rehabili 
tate several other banks, including 
those which became Combank anc 
Union Bank. E 
The increasing government involve 
ment in these banks became a sore poini 
with both the World Bank and the IMF 
which has been pressing for rationalisa- 
tion of the banking system for the past 
three years. The privatisation of these 
banks, with the involvement of foreign 
equity, while not involving any direct in- 
fusion of capital, is a step towards the 
government's goal. b 
But the task of asset-pruning within 
the two largest government banks, the 
DBP and the Philippine National Bank, 


7 
rS 


which have as much as half of their debt 
exposure as non-performing assets, re- 
mains the primary rationalisation goal 
of the new administration. Sources say 
that plans, scuttled by Marcos last year 
to merge the two banks (REVIEW, 3. 
Oct. '85), will now probably take place 
within the next six months. u I| 
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HONGKONG: The Hang Seng Index touched a 
ew high, helped by overseas institutional buying, 
nostly of Hongkong Bank shares. Utilities and 
yanks were top performers in the period as take- 
ver rumours and good trade figures for March 
juoyed local sentiment. The index finished at 
,848.65, up 60 points on the period. Turnover 
‘ose to an average HK$465 million (US$59.6 mil- 
on) a day. The Cathay Pacific flotation con- 
jnued to attract widespread interest as subscrip- 
on closed on 29 Apr. 


0 YO: The market was on edge as investors 
wondered to what extent the ever-appreciating 
en was propping up stock ami The yen moved 
n a range of ¥168-170:US$1, momentarily rising 
o *167 in Sydney and Tokyo. Some stocks 
noved erratically on scare reports of what a X 160 
exchange rate would do to export earnings. The 
narket was also nervous on reports that Wall 
street was “looking for bears." The Nikkei Stock 
Average rose steadily to end the period at 
5,757.93, and the average daily volume was 409.5 
nillion shares, noticeably down on the week- 
level. 
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SINGAPORE: The market fell throughout the 
period, registering particularly sharp alls on 23 
\pr. and after the weekend. A spate of rumours 


ibout the financial health of certain companies 
ampened interest and continued uncertainty 
over the legality of some trades in shares of Singa- 
yore Airlines to foreigners did not help to improve 
narket sentiment. Fraser's Industrial Index lost 
27.56 points to finish the period at 3,313.96. Dah 
‘ung suffered heavily, and related counter Fed- 
'ral Cables was also subjected to concerted selling 
yressure. The average daily trading volume was 
3.86 million shares. 


LA LUMPUR: Share prices continued to drift 

we sey Ap the period in the absence of any 
ood news from the corporate sector. Speculative 
ndustrials attracted less interest than in previous 
9eriods and Granite Industries managed to push 
Antah off the No. 1 spot among the actively 
raded shares. Fraser's Industrial Index closed 
74.55 points down to finish the period at 1,985.04 
and the average daily trading volume was a disap- 
Jointing 6.1 million shares. Even Promet's an- 
10uncement of poor 1985 results failed to get the 
narket moving, as most of the bad news had al- 
ready been widely known. 
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AUS II A: Prices slumped over the period as 
jrofit-takers took advantage of high prices and 
tumours that Robert Holmes à Court would sell 
nis 18.9% Broken Hill Proprietary Co. (BHP) 
stake dried up. The All-Ordinaries Index closed 
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1.5 points lower at 1,206.9 and the high-flying 
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down 11.9 points at 1,979.8. Brokers said 





the BHP saga, while institutions were weary from 
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uying interest dims 


All-Industrials Index suffered a technical correc- 
markets were waiting for fresh developments in 


a spate of issues taking advantage of the recent | 
run. But markets showed surprising resilience 
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SINGAPORE led the general price decline in Asian markets in the period to 28 
Apr. as rumours about the soundness of several listed companies dampened in- 
erest. Hongkong, however, bucked the trend with a 3.4% rise in value over the 
period, helped by interest in the coming Cathay Pacific float. 


to a disappointing 2.3% rise in consumer prices 
for the March quarter released on 24 Apr., with a 
3.3-point lift in the All-Ordinaries. 


NEW ZEALAND: After gaining 5.5% in the previ- 
ous period, the market eased during the holiday- 
shortened trading interval. Barclays Index closed 
at 2,493.95, down 1.62 points for the period with 
profit-taking emerging in the quality stocks. Buy- 
ing demand for stocks is now more broadly based, 
with many second-liners attracting investors' at- 
tention. Volume continued to be relatively strong, 
especially in NZI and Brierley. 


MANILA: Although an announced US aid pack- 
age helped lift sentiment somewhat, the market at 
both the Makati and the Manila exchanges gener- 
ally drifted sideways in the absence of more defini- 
tive economic news. Mining stocks continued to 
weaken, dropping an average of 4.5 index points 
per day. Commercial and industrial listings, 

owever, rebounded by the close of period, with 
San Miguel leading the trade in value terms. Oil 
stocks remained unchanged. Investor attention 
continued to focus on San Miguel and PLDT, with 
further rumoured sequestrations of assets belong- 
ing to associates of former president Ferdinand 
Marcos. strongly affecting corporate develop- 
ments. 


SEOUL: A scare went through the market in the 
middle of the period, inspired by statements from 
the authorities regarding a new tightening of the 
money supply and worries about politics. Shares 
were off-loaded, driving the composite index 
down 9.44 points on one day, the sharpest —9— in 
years. Average daily trading fell 20.35 million 
shares to 32.07 million, with the fabricated-metals 
index leading the fall, down 18.08 points, followed 
by transport equipment, down 16.01 points. 
Machinery and chemicals bucked the trend, rising 
5.35 and 2.35 points, respectively. By issue, 
Goldstar Telelectric fell the furthest. Analysts 
noted a rising trend at the end of the period which 
they expect to continue. 


TAIPEI: The market was unable to sustain a rise 
early in the period in the absence of clear incen- 
tives for small investors. The weighted price index 
fell steadily during the last four days of trading. 
The index once again dipped below the 900 mark 
to close at 894.08, down 21.36 points on the 
period. Volume was xot as daily transactions 
averaged NT$1.93 billion (US$48.3 million). 
Most shares experienced declines in the short- 
term malaise affecting the market. 


BANGKOK: The market opened on a firm note, 
with cement shares leading the way. Profit-takin 
emerged later but failed to offset gains. The Boo 
Club Index rose 1.52 points to 117.24. Rising 
stocks numbered 25 against seven falling ones, 
while 64 counters were unchanged. Volume 
amounted to 1.2 million shares, valued at Baht 
200.56 million (US$7.6 million). The star per- 
former was National Finance &Securities. —— — 
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2BApr. ‘change %5 
HK$ onweek  ylel 
Bank of E A. 20.40 +87 33 
Cheung Kong 21.50 +3 a 
China Light 17.20 2 5 
CMB 11.70 +4 2 
Conic 1.16 -0.9 — 
Evergo 0.65 -1.5 92 
F.E Consortium 0.465 — — 
F.E. Hotels 0.485 -49 — 
First Pac. Holds 3.20 +08 94 
Furama Hotel 430 «24 58 
Great Eagle 074 — 1.8 
G Inland Cement 7.70 -13 — 
MangLungDevelopment 6.55 +48 38 
Hang Seng Bank 40.00 * 8.1 40 
HAECO Ex. Div 29.90 *60 33 
Henderson 2.10 — 52 
HK. Electric 9.05 “AT 63 
HK. & Ch. Gas 14.20 +14 14 
HK. 8K Whart 7.20 +21 31 
HK Land Ex. Ow 625 -0.8 24 
HK. 4 S. Bank 7.30 “98 ŝi 
HK 8S Hotels Ex Diw. 35.25 +07 21 
HK Realty "A" 11.30 *56 — 4h 
HK Telephone 11.30 +78 24 
HK TVB 6.50 +74 as 
H.K, A Y Ferry 345 — 41 
Hopewell 2025 -3.6 — 
Hsin Chong 130 08. Ti 
Hutchison Whampoa 31.50 
Hysan Dev 0.69 
Jardine Matheson 13.70 
Jardine Sec. 13.80 
KMB 11.50 
Liu Chong Hing 1.86 
Miramar 3575 
Nan Fung Textiles 30.50 
New World 620 
Paul, Y. Constr. 1.79 
Regal Hotels 1.66 
Sino Land 0.85 
Stetux 1.54 
Sun H.K Props 12.30 
Swire Pac. "A7 13.50 
Tai Cheung 194 
Wan Kwong Props 0.69 
Wing On Holdings 1.65 
Winsor 8.50 
World int 250 
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13.33 -23 24 Matayan United Ind. 1.10 -52 13.6 
363 «08 — 47 Metal Box Singapore 1.75 — 73 
6.07 -L1 31 National Iron 230 -4.2 43 
2.43 — 31 N. Borneo Timbers 0.775 -167 129 
6.15 -25 50 ocec 5.90 -33 25 
3.40 *15 32 Overseas Union Bank 224 -22 63 
3.80 22 50 Pegi Malaysia 0.45 -91 - 
8.10 ~O7 12 0.27 -143 — 
488 -22 31 Sime Darby 114 -58 94 
2.60 +08 — SIA 6.25 -46 24 
680 -29 31 Singapore Land 2.12 -54 47 
733 -0.3 4B Singapore Press 5.65 -34 44 
6.65 -415 30 Straits Steamship 0.62 -151 1.6 

. 348 — «15 42 Straits Trading 1.86 46 70 
GJ T 6.01 -16 35 United Engineers 0.285 -16.2 = 
2.4 *40 0.4 United Industrial Corp. 125 -46 8.0 
6.55 -19 — UOB 2.96 -45 54 
3.14 -37 57 United Overseas Land 0.71 -84 14 
i44 -39 45 Weame Bros 2.37 -08 63 
3.32 -43 66 
642 *09 29 
2.63 -25 61 
9.70 *9.0 10 28Apr. "change % 
9.05 -75 35 
237 — 

18.30 05 

197 — 
381 31 
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South Korea 
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Taiwan 
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Buying and — rates where availabie (28 Apr.) 
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Singapore 
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LG$10 34b 
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Official discount 
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inter-bank 24-hour 


rate 
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” inter-bank 3-month 
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` 3month time deposit 
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7 days 
1 month 
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12 months 


2 years 


‘tong term «of short terry 
Source: Hongkong Brokers, itg arid first Pacific Finance. 
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Source: Reuter. 
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The Minolta 7000 has changed SLR photography forever with an astonishing standard of technical 
innovation. It gives you Minolta's Hi-Tech autofocus with computer controlled accurac y, SO fast and precise 
that it becomes an extension of your eye, even in flash photography. Automatic Multi-Program Selection 
So intelligent that it automatically makes all exposure decisions and settings for you, even selecting the 
nght program for the Minolta AF lens you're using. Fully automatic film control that ends film loading, 
winding and rewinding worries. Touch control operation that assures quick, precise settings for all camera 
functions. And the world's widest array of AF lenses, from 24mm to 600mm. All in all. the Minolta 7000 lets 
you capture the split-second experiences of life as they happen, instantly, The HiTech Autofocus SLR 


accurately and exactly the way you see them. Someday all cameras will 
be like the Minolta 7000. But for now, this is the one to own 000 


Minolta r masa (rn ltd Ww 2 P A zuchi March, Hinachb T b Bas [ru 








Celebrate 
The Difference. 


It's the first thing you'll 


notice about the Hotel Sari 
Pacific. The natural spirit of 
friendly Indonesian 
hospitality. Warm and 
captivating. 

And, quietly in the 
background, international 
standards underline 
everything we do. For a 
refreshingly different style of 
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atmosphere and value. 

Right in the heart of 
Jakarta’s Central Business 
District. With 500 spacious 
airconditioned rooms, first 
class comforts, luxurious 
restaurants. 

It’s where you'll feel at 
home. And it makes a very 
welcome change. 


Hotel Sari Pacific 
The hotel with heart D Jakarta 


Jalan M.H. Thamrin 6, P.O. Box 3158 Jakarta 
Tel.: (021) 323707 Telex : 44514 HTLSARI IA 
Fux No.: 323650 


For reservations and information, please call: 


Sydney, Australia (02) 264-1122 
Singapore 296-8678 
Hong Kong IET 891-1391 
Tokyo, Japan (03) 214-3001 
London, U.K, (01) 491-3812 
Los Angeles, U.S.A. (800) 663-1515 


British Airways Associate Hotel 
K.L.M. Golden Tulip Worldwide Hotel 
Concordia. 


PAN PACIFIC HOTELS 
An Ocean of Hospitality 


Subscribe now 


and ensure your copy each week. 
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Hongkong HK$94 50 HK$173 50 
uSs$19 50 USS$36 00 

Elsewhere £16 50 £30 50 
A$21 00 A$38 50 


. ..plusthe Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind 
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coupon 


— 


RS so re ir 


Please enter my subscription for 
| 3months 
6 months 
! year 


Please include the Yearbook at extra 
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“IN THE LONG RUN, 
THE RACE BELONGS NOT MERELY TO THE SWIFT. 


BUT TO THE FARSEEING, 
TO THOSE WHO ANTICIPATE CHANGE.” 


LY KES LINES. 
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[LETTER FROM BUMTHANG 


he beautiful valley of Bumthang in 

central Bhutan is dominated by 
Jakar dzong, the kingdom's only an- 
cient fortress not to house an order of 
monks. Strictly speaking, Bumthang is 
the name given to four contiguous val- 
leys Chhokhor (the main valley), 
Ura, Tang. and Chume — which make 
up most of the area of the dzongkhag 
(district) and contain most of its 29,000 
population. 

Below the dzong, the bazaar consists 
of a handful of fairly well-stocked 


Kurje lhakhang was built alongside 
this print in the mid-17th century. 
Bodies of past kings have been cre- 
mated nearby, and it was here the saint, 
Pemalingpa, was born. (At the start.of 
the 16th century, Pemalingpa built 
Tamshing lhakhang.) The region is 
deeply steeped in legend. 

Bumthang-pa express such a high 


level of religious sentiment that — un- 
like people elsewhere in Bhutan — they 
avoid keeping domestic pigs, thus 


avoiding the temptation to sin by tak- 


PHOT ARRIAN SHAW 





shopstalls and a branch of the 


Bank of Bhutan. Nearby, 
glacier-fed Chhokhor-chu 
flows gently to the south 


Jakar Junior High School, on 
a hillside opposite the dzong's 
entrance, is attended by 601 
students. 

This is the cultural heart- 
land of Bhutan. Padma Sam- 
bhava (Guru Rinpoche), 
founder of the Nyingmapa 
sect of Mahayana Buddhism, 
is associated with the &th-cen- 
tury Jampalhakhang (temple), 
and is said to have left his body- 
print on a rock wall while re- 
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ing life. This sentiment sometimes 
threatens to conflict with secular re- 
quirements, such as the need to control 
the sizeable number of stray dogs which 
may carry rabies. The lone district vet- 
erinary compounder, whose job it is to 
enforce a national control policy, uses 
castration and sterilisation methods 
rather than the usual, more drastic mea- 
sures employed elsewhere. 

Traditional ways are changing. Be- 
fore 1981, wheat and two kinds ol 
buckwheat were the main crops sown, 
giving the valley attractive swards of 
pink, green and gold in the late summer. 
Then publicity was given to encourage 
cash crops — mainly apples and 
potatoes. The first apple orchard was in- 
troduced in the 1960s, and initially the 
quality of fruit was good. Gradually 
however they deteriorated, until today 
most are diseased. In 1984, more lai 


| was sown with wheat than potatoes; it 


rained virtually every day throughout 
the summer, and most of the potato 
crop rotted in the fields. 

This year, more land was sown in 
potatoes than wheat. A large crop went 
south, but the auction price was a very 


low Ngultrum 150-160 (US$12.50-13.30) 


; > i | a quintal. The Food Corp. of Bhutan 
| Wangdichholing lodge: Bumthang is opening up. —— _ | (FCB) buys in potatoes at a floor price 


storing the life-force of Sindhu 
Raja, then ruler of this region. 
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of Nu 100 a quintal, but a low cash in- 
come increases the farmers’ needs for 
cash loans. 

Money from the sale of potatoes is 
used to buy white rice (imported from 
India) at the local FCB depot. Although 
cheap, this has less nutritional value 
than the traditional staple wheat or red 
rice. The districts dzongda (chief ad- 
ministrative officer) is greatly con- 
cerned that severe malnutrition. may 
soon occur perhaps within seven 
years — unless the tendency to grow less 
buckwheat is reversed. 

He believes farmers would do better 
to eat potatoes rather than white rice. 
Some criticise the "one-target" ap- 
proach to cash crops as too inflexible 
and simplistic: foreign advisers working 
in Bumthang also express worries about 
the dangers of a monoculture depen- 
dence. 


umthang's relative isolation is also 
MP niin: [In October 1982, "cultural 
treks" for tourist groups were intro- 
duced, allowing religious places to be vi- 
sited under controlled conditions. Not 
many such groups visit at present; in- 
stead, mountaineering expeditions as- 
semble here before setting out with 
pony-trains for the northern snow- 
peaks. A year ago, a 16-room tourist 
lodge was opened in pleasantly shady 
grounds next to  Wangdichholing 


palace, a fine wooden structure for- 
mer used by the king's aunt, Ashi 
Choeki. In Thimphu, pressure is grow- 
ing to build an airstrip by the river: this 
would cert: unly increase the volume of 
tourists, but few in the valley could af- 


ford the airfare to Paro 

A town planning draft has been pre- 
pared for an expanded Bumthang which 
would include a hotel and a larger hospi- 
tal. There is even talk of Bumthang be- 
coming an important urban centre serv- 
ing eastern Bhutan, 


a notion which the 
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Bazaar shop: cultural heartland. 


| roads open. 








ill Ae years ahead 


At Aerospatiale, addressing the exciting 
aerospace challenges of tomorrow means 
capitalizing on the daring and innovative 
technologies we pioneered* with Concorde. 

Projects like Hermes, for example. 

When it enters service in 1995, Europe's 

Spaceplane will be the direct beneficiary of 
more than three decades of commitment to 
advanced aeronautical research and design. 

Not to mention Concorde's outstanding track 
record of in-flight performance and reliability. 

But at Aerospatiale, continuity means looking 


further than just a 


decade ahead. 


That's why we're hard at work on Concorde's successor- a hyp 


that will dramatically change the way people travel, as e 


os po. 
eospauas 
verospatiak 


erospatial aerospatiale 


‘eros patiak 


wospatic’ 
aspo” 


n cooperat wn with British Y" space 


as the 


king dismisses as absurd, citing the 
physical isolation of the region. 
Nevertheless, Bumthang’s impor- 
tance as a link between western Thim 
phu and eastern Tashigang can be ex 
pected to grow, albeit slowly. With the 
exception of short stretches where rock 
cutting has vet to settle down, the 260- 
km road from Thimphu to Jakar is now 
entirely surfaced. Growing prosperity 
even within the 
past two years, is 
evidenced by num- 
erous new and large 
traditional-style 
farmhouses along 


the highway. Three 
years ago, only 4- 
wheel-drive and 
heavy vehicles 
could travel 
across the newly 


laid rock chippings 
from Wangdiphod- 
rang eastwards — a 
journey of at least 
takes only 12 hours. 

Maintenance of the road is a tribute 
to human ingenuity and patience, pro- 
viding a livelihood for a good propor- 
tion of the 55-60,000 foreign labourers 
employed by the Indian Border Roads 
Organisation at the request of the Bhu- 
tan Government to keep the country's 
— Brian Shaw 





Now it 


15 hours 


ersonic transport 
year 2000. 











Hongkong Bank group 1985 


Group profits 


set another record 





66, have no doubt the Bank, with its 
intrinsic strengths, will be able not only 
to meet every challenge, but continue to 
grow from strength to strength. 99 


Financial Highlights 


[ ]A one-for-five capitalisation (bonus) issue is being recommended. 


LJ Profitability for 1986 is expected to show a steady increase and the 
maintenance of at least the same quantum of dividend, that is HK$0.38 


on the increased capital as proposed. 


[_] Profits of Hang Seng Bank rose 12.1% to HK$932 million. 
ia Profits of Marine Midland rose 17.5% to US$125 million. 
a Profits of the Wardley Group rose 8.8% to HK$91 million. 


Operational Highlights 


[ ] The Bank's new headquarters opened for business, and is already bringing 
benefits in the form of low running costs and efficiency of operation. 


a The acquisition of leading UK Stockbroker James Capel & Co. was completed 
in March 1986, and HongkongBank of Australia opened in February 1986. 


[ 1985 saw the launch of Hexagon, the group's state-of-the-art corporate 


electronic banking system. 


Main Results 


1985 

HKS millions 

Total Group Profit 3,627 
Shareholders’ funds 21,882 
Total assets 545,610 
Earnings per share HK$0.86 
Dividends per share HK$0.46 


42 


MGR Sandberg, CBE, Chairman 
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HongkongBank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank * Hongkong Bank of 
Canada * HongkongBank of Australia 
The British Bank of the Middle East 
Hang Seng Bank Limited * Wardley Limited 
HongkongBank Limited 


Fast decisions. Worldwide. 
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itional Wine & Spirit Competitec 


The Intern: 


THIS IS TO CERTIFY that 


made af tà 


CAMUS XO 
XO at its best 





LEADER 


THE BEST TOBACCO 
MONEY CAN BUY 





15 MAY 1986 
AFGHANISTAN: 


Moscow’s New Man 


THAILAND: 


Prem Opts for the Vote 


NUCLEAR DISASTER: 


The Asiam Fallout 


Australia A$2.50 — Bangladesh Taka 30 — Brunei B$4 — Burma Kyats 5.50 — China US$2 — Hongkong HK$15 — India Rs 24 — Indonesia Rps 2000 — Japan ¥660 — Korea Won 1500 
Laos US$2 — Malaysia M$5 — Nepal Rs 22 — New Zealand NZ$3 — Pakistan Rs 22 — PNG Kina 2 — Philippines P20 — Singapore S$4 — Sri Lanka Rs 30 
Taiwan NTS70 — Thailand Baht 40 — U.S. Armed Forces US$2 75 
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Striving for the extra gram. 


Samsung. Strong and high-spirited. 
We provide the ultimate user comfort in audio and 


video equipment, home appliances, and office auto- and user-friendly features. It's these precious few 


Samsung's featherweight 8 mm camcorder proves 
that you can have both: Sophisticated technology 


mation. It takes a real electronics heavyweight to grams that determine whos to stay on the cutting 
make minuscule 2" color TVs, 90 mm flat edge of high technology. It's Samsung's motivation 
VCRs or 200 gram light stereo cassettes. to make this crucial difference that's behind its 
It takes commitment. It takes Samsung. selection as the chief telecommunications supplier 
Our 1,500- member R&D team, supported tor the 86 Asian Games and '88 Olympics. 
by a 596 of total revenues. is striving for the So, have you got heavy business loads 
highest-tech creations. Our products are lately? Weighty problems on your hands? 
most advanced, compact, and light. Then turn to us. Samsung. 


How light? Delight. Well uplift your spirits. And bring delight. 


va 
aa SAMSUNG 


Korea's Leader in Electronics 





Con IBM teach you to see 


the art in nature? 














The 


MNT TENES, 
" W/EPUT THE BUSINESS 
- TRAVELLER UP WHERE 


" 3431 





a private lounge serving complimentary 
continental breakfast and cocktails 
At Hilton International we take 
the business traveller up to a new level 
The Executive Floor 
It s all part of the service. 


Bangkok 
Brisbane * 

Hong Kong 
Kuala Lumpur 
Osaka” 

Petaling Jaya 
Sydney 

Tokyo 

"Opening late 1986 


Opening sep lt) I ONO 





For reservations. call your 
travel agent, any Hilton 
International botel or 
Hilton Reservation 


| HE SHOULD BE. 


l Exclusive accommodation, separate 
i 
Executive Floors 


HILTON INTERNATIONAL 
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Were not arranging the flowers, but we 


can help put your business in order. 


The Japanese art of flower arranging, known as 
Ikebana, has evolved over the years to a high level 
of sophistication and subtlety that requires years of study. 

The art is so revered by the Japanese that 
the Sensho Ikenobo School alone has some 150,000 
members throughout 
the country. To keep 
their information 
updated and in order, 
Sensho Ikenobos 
administrative offices 
called on IBM. An 
IBM small business 
computer handles a 
range of chores, 
from mailing out the 
monthly newsletter to recording issued certificates. 

IBM is helping businesses of all sizes in countries 
all over the Asia-Pacific region. We can help you make 
the right arrangements: the hardware, the software and 
the specialised experience to help vou get your business 
running more efficiently. 








Challenge 
in the Pacific. 


The Pacific: an incredibly 





buoyant market. 

From aluminum in Sydney 
to electronic wizardry in Tokyo, 
there's a billion opportunities. 

Banque Indosuez is in 
22 countries throughout Asia 
and the Pacific and we've been 
there a long time. In some cases 
for over a century. 

From Karachi to Los Angeles, 
from Wellington to Seoul, 
Banque Indosuez can help you 
confront the challenge in the 
Pacific. 

Banque Indosuez, present 
in 65 countries, opens up a 
whole world of opportunities. 


BANQUE INDOSUEZ 


Head office : 96, boulevard Haussmann, 75008 Paris 


TOKYO: electronic wizardr 


BANQUE INDOSUEZ. 
A WHOLE WORLD OF OPPORTUNITIES 



























olut ion, the snags 


Sukhumbhand Paribatra [THE | 

MN, 6 Mar.] is to be com- 
for attempting to devise a way 
Mietnamese-Asean relations | 
imbodia, and to let Asean-Viet- 
relations take a more natural 
‘But there are two large prob- 
his attempt: the exclusion of the 
ough and the intrusion of the 


ess he’ Khmer Rouge 
to be, without — 





ignore them. 
ttractive to think of the US. as a 
ind guarantor of a settlement 
bodia, if only because no other 
jower is likely to play a helpful 
role. BB As an would do well to take a 
Ext guarantors. pre- 
sent inconvenient. bills at inopportune 
times. Zopfan — the zone of peace, 
freedom and neutrality — cannot be 
achieved with the aid of superpowers 
who conceive that Southeast Asia is a 
counter or a card in the game of who 
controls Europe. 
© Southeast Asia needs  Zopfan; 
Asean needs somehow. to include the 
Indochinese states -Zopfan. But ex- 
ternal guarantors have no interest in 
Southeast Asia except as customers or 
dependants. When Southeast Asians 
find their own sol 
















at the same time be- 
come. more: ted , more inclusive and 
more Papas of achieving Zopfan. 


Theodore Olson | 
- Strategic Studies Programme 


York University 





Dangerous formula 


K. R. Malkani [Prisoners of. their past, 
20 Mar.] wants the Muslims in India to 





accept that they are Indians and thus. 


jart of a Hindu culture: Does he not 
'ealise that imposing the Hindu culture 
yn Muslims would be the first step to- 
wards their destruction as a separate 
community? 

Can he explain why the Tamil Hin- 
lus of Sri Lanka refuse to accept Sri 
Lankan culture, which is Buddhist, and | 
why the Punjabi Hindus in Punjab re- 
use to accept the Punjabi culture, 
Which is Sikh? Punjabi Hindus have 
aven refused to accept Punjabi as their 
nother tongue when for generations 
hey have not only spoken Punjabi but 
iso are of the same race and ethnic 
sackground. 

. Can Malkani also explain why Hindu 
aw is SENE imposed on Sikhs and why | 





3 — ine Khmer | 
st their indigenous sup- 
have not, itis idle to d l 


nto the Cambodia | 
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| Seremban 


most. illuminating. However, 
mention Rabindranath Tagore as a dis- 
parate figure, I fail to understand why 


Sikh are belts Racca by Article 25 
of the Indian Constitution as Hindus? 

© [t would be an entirely different mat- 
ter if he had suggested that Indian cul- 
ture comprises the cultures of Bud- 
dhists, Christians, Hindus, Sikhs, Mus- 
lims and Jains. But this he will not do as 
it does not fit into the Hindu scheme for 
the destruction of the minority reli- 
gions. i 

o. Tara Singh 





etic inju stice 
lan Buruma’ s COVER STORY [3 Apr.] 


| about the tribulations of Bengali litera- 


ture during the British rule in India was 
if you 


no mention was made of the poet Kazi 
Nazrul Islam. 

It is well known that whereas Tagore 
in his literature pleaded for passive re- 
sistance against the British, Nazrul 
Islam preached direct confrontation 
like that carried out by Subhas Chandra 
Bose. 


Nazrul’s introduction of gazals 
(songs) — previously famous only in 
Urdu — into the Bengali language 


played a vital role in bringing Muslim 
Bengalis into the Hindu-dominated re- 


naissance. In fact, his whole life depicts 


the plight of the Bengali intellectual 
during British rule in India. 

Of course if Buruma has never heard 
of Nazrul Islam I suggest he look into 
the more-revealing encyclopaedias. — 
Harrow, England Shah M. Zaman 


|! Traveller’ s travails 


In response to W-A B. Miailhe's letter 
Travels in Burma [24 Apr.], it is worth 


informing readers that the process of |. 


obtaining a seven-day visa from the 
Burmese Embassy in Bangkok (one of 


| the major ports of embarkation for 


Rangoon), is relatively painless. 
Perhaps Miailhe does not realise that 

the “hassles” he refers to in Burma are 

only put there to separate the "tourists" 


from the “travellers.” If he sees Pagan, 


magnificent though it is, as the only 
reason for visiting Burma, then he 
clearly travelled around with his eyes 


closed, no doubt trying to “do” Burma - 


in seven days. 


Canterbury, England Richard Vokes 


Miailhe, it is apparent, was most dissatis- 


fied with the facilities he did not find in 


his recent trip to Burma. His attitude to 
the whole affair is extremely unfair and 
racist. He should realise that travelling 
to a foreign country is always a privilege 
and not a right, and that one does not 
visit other countries simply for the 
facilities or ease of travel. 

The letter writer did not take:advan- 


IIL MED HN NCIO MICE M CMM MC MM CMM M E AM C MAKE RL V EA 


| Inadequ ite law 


daily carried a picture of illegal: E 
allegedly found by the authoritie: 


who happened to be opposed ^re: 
-dent Zia ul-Haq's regime. The phe 


| stationed i in Islamabad. 


his home had turned up nothing, he: 


periences. 


rate. He might well have added“ ‘mer 


nary,” too. 
Rawalpindi E K. K- Ma 
Unhelpful c coverage 


time of the latest dissolution of the sta 
articles and correspondence, on both 
great interest. The articles by Suha 


Aznam and the largely. meaningles 
ter of G. B. Tange (surely an alias 


attitude | like 
entering any. c 
own. Burma did. 
he chose to go. Ther 
"evidence" of the d 
Burma are evident 
just Burma. | 
Countries B. 
tourism should t 
lers; no country 
enough for hi 
proper servile 
should ever loy 
Quezon City 


While making. g 
ernment restrict 
this country [Promis 
Apr.], Husain Haqq 
tion an important sho 
present laws pertaining 
press reporting. This is the 
fective law to check libelar 
tion of private individuals w 
either out of favour with the go 
ment of the day, or lacking politi 
economic clout needed for protre 
litigation. | 
In the late 1970s, for example, th 
was an occasion when a national 


family home of a well-known p 


graph was actually taken sever 
earlier and showed weapons discove 
in thé home of an Iragi diplo! 


_ When the politician protested to 
editor and offered proof that the rai 


told that it was sensational stories, f 
necessarily true ones, that helped. boo 
newspaper sales! Other people in Paki 
tan can doubtless recount similar e 


As.a rule, 1 usually: disagree: | 
much that Zia says or does but 
characterisation of the Pakistani press 
as irresponsible, untrustworthy. igno 
ant and unreliable in general was acc 


As a resident of Sabah from. 1980 
1984 and, more recently, a visitor at 





assembly, 1 have followed your recent 


Sabah, and Malaysia as a whole, wit 
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Simply not cricket — 
TRAVELLER'S TALES [17 Apr.] quoted 
a "REVIEW colleague" attending Hong- 
kong's recent seven-a-side rugby tour- 
nament, as being distressed at the 
"crowd's noisy animosity towards the 
Australian team . . ." The note paren- 
thetically states that only the Aussie 
team was not cheered. I was present at 
the event, and I wish to assure you that 
the "colleague" missed another display 
of bad manners: the American team 
also was not cheered in its first appear- 
ance. 

As a US citizen attending the tourna- 
ment for the first time, I was extremely 
disheartened to hear the boos when the 
American Eagles took to the field. I was 
disappointed to find the American 






* ang" New Zealand (as wel as Honeg 


kong) and I understand the strong feel- 
ings that pervade rugby play; still, there 
can be no reason for an audience to 
single out two good teams (both made it 
to the finals). Obviously, I have no no- 
tion how many other North Americans 
there may have been in the audience: I 
assume all of those who were present 
were equally offended (though perhaps 
others did not have the opportunity to 
read your piece). 
Hongkong 


Question of belief 


Abu Bakr Ladd's letter [27 Mar.] im- 
plicitly admits that the “Ahmedis” are a 
different sect than the Muslims. In his 
letter he says at one point that "Muslims 


. your 1 May issue have, at last, prompted. 
| me to submit my own comments for 
| what they are worth. 

| | At the national level much of the 
| journalism, both in the REVIEW and 
genere, appears unhelpfully to seek 
| to perpetuate the division implied by 
| the “11 plus 27 formula. Similarities 
| tend to be overlooked while generalisa- 
| tionsare made that ignore major differ- 
| ences. For example, it may or may not 
| be true in parts of the peninsula that 
| “social identity and political representa- 
| tion are still racially based." In Sabah 
| this manages to combine both a tautol- 
| ogy and a political view which repre- 
| 

























A. Kaplan 


sents neither Berjaya's nor Parti Ber- 
. satu Sabah's position. 
At the state level most Sabahans are, 


| Ibelieve, primarily interested in econo- 


. mics or, more specifically, economic 
. development. Race and religion can, as 
. always, be cited in the political arsenal; 


| but to view them as the essential factors 


Eagles left out of your comments en- 
tirely, and annoyed at the misrepresen- 
tation of the facts in the statement that 
only the Australian team was ill- 
treated. 


believe . . ." and then adds "Ahmedis 
believe...” | 

The very fact that the beliefs of 
Ahmedis and other Muslims are not re- 
conciled makes it very clear that. 


.| appears both to misunderstand and mis- 
. represent the reality. - 

| | In the final analysis, political de- 
| welopment and stability seem likely 
| to depend on economic growth to ful- 
| fil the aspirations of all the compo- 
1 Im ».2 j. 
| nent “groups” in Sabah and Malaysia 
| generally. The sooner the political 
4 € eer can be resolved the better for 

all. 


















Perhaps the Australian team was ill- 
treated because at the time the dispute 
between Hongkong and Sydney over 
the scheduling of next year's event was 
not yet resolved; but there really was no 
excuse for the treatment of the US side. 
The behaviour of the Hongkong audi- 
ence was, at best, unsportsman-like. 

Even though I am not from the Com- 
monwealth, I have lived in Australia 


Ahmedis are a separate sect, out of 
domain of the Muslims. 
Lahore - R. Shaikh 


@ This correspondence is now closed. 


Pseudonyms are accepted, but letters in- 
tended for publication in these columns 


must bear the writer's signature and address. 





P ! London Paul Jarah 
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Since starting in 1974, IBK has 
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si 'TTING ON A FORTUNE 


T aiwan has a problem many other countries might envy: 
a huge pile of official foreign-exchange reserves and vir- 
: tually no borrowings. The sheer size of the reserves reflects 
a lack of investment at home, which in turn points to a 
deeper economic malaise. At around US$27 billion, 
Taiwan's reserves are almost as big as those of Japan — an 
economy 20 times bigger than Taiwan’s — and are being 
ly eroded by currency shifts, while the country’s future 

| earning power is also being jeopardised. Taiwan corres- 
il pondent Carl Goldstein analyses the underlying problems 
: in the island republic’s semi-obsolete industrial structure 


while business editor Anthony Rowley examines the financial causes of 


Taiwan's embarrassment of riches. 


Pages 80-87. 


Cover illustration by Lui Mo Ping. 
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ailand gears up for a general elec- 
tion after Prime Minister Prem calls for 
the dissolution of parliament follow- 
ing a surprise defeat at the hands of 
defectors from his coalition govern- 
ment. 


Page 14 

Sabah's ruling PBS party wins a gam- 
ble with a landslide snap election vic- 
tory, giving it a two-thirds majority in 
the state assembly. 





Pages 16 and 96 

Prime Minister Nakasone deviates 
from established Japanese foreign 
licy by joining other national lead- 
s in explicitly condemning Libya in a 
Tokyo summit statement. The meet- 
ing also achieved a large degree of 
agreement on trade and economic is- 
sues — but failed to offer Nakasone 
any help to halt the rise in the yen. 


Page 17 

China capitalises on the defection of a 
China Air Lines cargo aircraft to Can- 
ton and insists on direct talks for its 
return to Taiwan. 


Page 18 

An explosion aboard an Air Lanka 
Tristar jetliner at Colombo's interna- 
tional airport kills 14 people and in- 
jures many others. 


Page 32 

Indian security forces again storm the 
Golden Temple at Amritsar after its 
occupation by militant Sikhs who an- 
nounced plans to form the indepen- 
dent state of Khalistan. 
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Page 47 

Afghan President Babrak Karmal is 
replaced as party leader — the real 
seat of power — by former secret- 
police boss Najibullah. 


Page 48 

France's new conservative govern- 
ment backtracks on giving power to 
New Caledonia's indigenous Kanak 
nationalists. 


Page 49 

Philippine President Aquino cracks 
down on Marcos loyalists after 
Labour Day violence between the 
former president’s supporters and 
unionists who support the govern- 
ment. 


Page 64 

The Asian Development Bank reaf- 
firms its swing to a more flexible, mar- 
ket-oriented loan strategy — and 
hopes to boost flagging lending. 


Page 66 

While non-communist Asia has avoid- 
ed buying nuclear technology from 
Moscow, the Soviets themselves are 
operating in eastern Siberia a sister 
plant to that which caused the Cher- 
nobyl accident. 


Page 68 

Manila puts its controversial nuclear- 
power plant in mothballs while it pon- 
ders the dangers of operating it— and 
the costs of not. 

Page 98 

The Hongkong-listed brewery off- 
shoot of Manila’s giant San Miguel 
Corp. is involved in takeover discus- 
sions with Anheuser-Busch of the US. 


Page 100 

Malaysia’s Multi-Purpose Holdings is 
expected to incur a heavy loss arising 
from an ill-timed move into the * 
ping —— 
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REGIONAL 


Malaysian cabinet 

is reshuffled 

Prime Minister Datuk Seri 
Mahathir Mohamad reshuffled 
his cabinet on 7 May to fill the 
gap left by the resignation of 
his former deputy and home af- 
fairs minister Datuk Musa 
Hitam in February. 

Foremost among the new 
appointments, which becomes 
effective on 10 May, is the ele- 
vation of ruling National Front 
Secretary-General Ghafar 
Baba to the deputy premier- 
ship, with the portfolio of na- 
tional and rural development. 

Mahathir has taken over 
Musa’s home affairs portfolio 
permanently, having been act- 
ing minister since Musa’s resig- 
nation, and has given his form- 
er defence portfolio to educa- 
tion minister and one-time 
Musa supporter, Datuk Abdul- 
lah Ahmad Badawi. 

In what is seen as a major 
promotion, agriculture minis- 
ter and Umno youth leader, 
Anwar Ibrahim, has taken over 
the Education Ministry. The 
former minister for national 
and rural development, Datuk 
Seri Sanusi Junid, has taken 
over agriculture. 

— Nick Seaward 


Australian judge in 
fresh 


The government has ordered a 
judicial inquiry into fresh alle- 
pon against Justice Lionel 
urphy within days of his ac- 
Roe by the New South Wales 
upreme Court on a charge that 
he attempted to pervert the 
course of justice on behalf of 
his Sydney lawyer friend, Mor- 
gan Ryan (REviEW, 8 May). 
His name is mentioned in a con- 
fidential report on telephone 
tapping by police in New South 
ales, and a former senior po- 
lice officer has alleged that 
Murphy asked him to act as an 
informant on prosecution 
moves in a case being defended 
by Ryan, in return for help with 

promotion. 
— Hamish McDonald 


Singapore set to clamp 
down on foreign press 

The Singapore Government 
introduced in parliament on 5 
May a bill amending the News- 
paper and Printing Presses Act 
that would enable it to restrict 
the sale of foreign publications 
"engaging" in "domestic poli- 
tics." 


Should the bill be passed, 
the minister of communica- 
tions and information will be 
able to restrict the sale or distri- 
bution of such a publication "to 
such a number of copies as he 
thinks fit" by listing the title in 
the government gazette. Once 
listed, the publication must se- 
cure the minister's approval to 
sell the publication, and the 
minister may deny approval 
without providing a reason. 

Anyone found guilty of vio- 
lating the amendments would 
face a maximum  S$10,000 
(US$4,566) fine, a two-year 

rison sentence, or both. About 
3,700 foreign newspapers and 
magazines circulate in Singa- 
pore. — Nigel Holloway 


Chinese PLA chief 

visits the US 

Gen. Yang Dezhi, chief of gen- 
eral staff of the Chinese Peo- 
ple’s Liberation Army, begana 
16-day visit to the US on 5 


May. Yang's long-planned visit 
had been postponed in 1984 
and 1985 because of disagree- 
ments over nuclear policy and a 
then pending visit of US war- 
ships to Chinese ports. 

— Nayan Chanda 


Backlash against 
Indonesia grows 


The Australian Government of 


Prime Minister Bob Hawke has | 
signalled a tougher line indeal- | 


ings with Indonesia in the face 
of reprisals by Jakarta against 
Australian journalists for the 
recent Sydney Morning Herald 
article on the business links of 
President Suharto. 

The Indonesian chargé d'af- 
faires.in Canberra was sum- 
moned at midnight to hear a 

rotest. against the exclusion 
rom Bali of two Australian 
journalists accompanying US 
President Reagan's party for 
his meeting with Suharto and 
Ascan foreign ministers. 
— Hamish McDonald 
and Nayan Chanda 


fam. 








Wah Kwong takes HK$2.87 
billion loss on fleet 
Hongkong's Wah Kwong Ship- 
ping and Investment Co. says 
its 1985 accounts will incorpo- 
rate a  HK$2.87 billion 
(US$368. million) write-down 
of its shipping fleet, the main 
contributor to a HK$2.93 bil- 
lion net loss for the year. The 
loss is more than twice the 
HK$1.3 billion shareholders’ 
funds shown on Wah Kwong's 
end-1984 balance-sheet. Wah 
Kwong's controlling Chao 
| family is negotiating with bank- 
| ers to restructure debts of some 
| US$850 million attributable to 
| the Chaos’ public and private 
| shipping companies. 

| A plan drawn up with ad- 
| vice from merchant bank 
| Amex Asia calls for the com- 
| panies to be merged into a 
single group, for bankers to 
convert some of their debt into 
new equity, and for the Chaos 
to contribute additional fi- 
nance raised by selling their 
controlling stake in another 
publicly quoted Hongkong 
company, Wah Kwong Proper- 
ues. — Robert Cottrell 


Australia worried about 
US agricultural sales 
The goodwill generated bv 
Australian Prime Minister Bob 
Hawke's discussions in Wash- 
ington last month on agricul- 
tural trade is quickly dissipat- 
ing with sales of subsidised US 
farm products in direct com- 
petition with Australia, despite 
US assurances that its chief 
target was the EEC. Canberra 
has criticised a new 50,000- 
tonne wheat sale to North 
Yemen, and is concerned by 
| reports that the US is trying to 
| sell heavily subsidised rice to 
| Papua New Guinea. 
— Hamish McDonald 


| Seoul tightens laws on 
| drug, chemical products 





| Under heavy pressure from the 
|, US, South Korea has an- 


| nounced plans to protect 


foreign patents on chemicals 


and pharmaceuticals from mid- 
|1987. South Korea’s current 
patent law allows infringement 
of foreign intellectual-property 
rights by requiring process- 
based, rather than product- 


the process of production can 
be shown to be significantly dif- 











based, specifications. Under 
current law, a local producer 
may copy a foreign product if 


ferent from the original: the 
new regulations will be pro: 
duct-based, and will provide 
for fines. Strengthening of pa: 
tent laws is expected to have c 
particularly damaging effect or 
the large domestic pharmaceu. 
tical industry. — Paul Enso! 


Former OCBC official 

is released on bail 

Police haye revealed. that « 
former general manager ol 
Singapore's Oversea-Chinesc 
Banking. Corp. (OCBC), Tjic 
Kay Loen, is on $$250,00( 
(US$113.895) police bail fol. 
lowing his arrest early in Apri 
by the Commercial Crime Di 
vision of the police. The divi 
sion’s chief, Superintenden’ 
Jarmal Singh, says police are 
investigating alleged offen 
under the Companies Act d 
ing the time Tjio was a directo) 
of a number of firms. These im 
clude Harimau Investment: 
and its subsidiary, Wilkie Secu. 
rities, from which he resignec 
in March, followed soon afte! 
by his resignation from OCBC 
Harimau moved into the rec 
last year because of a S$10 mil 
lion loss on a forward contrac 
for 5 million Pan-Electri 
shares. — Nigel Holloway 


HKFE begins trade in 
stock-index futures 

The Hongkong Futures Ex 
change (HKFE) began trading 
Hang Seng Index futures on t 
May with 1,075 contract: 
traded in the initial one-hou: 
session. May and June con 
tracts are being traded initially 
other maturities will be addec 
later. Brokers say the E 

u 







has secured agreement fr 

members ensuring minim 

daily turnover of more thar 
1,000 contracts. The high fo: 
the June contract put the Han; 
Seng stockmarket index a 
1,891 compared with an actua 
index figure of 1,858 at the 
close on 6 May. Stock-index fu 
tures are likely to be followec 
by interest-rate futures in th 
HK and the US dollar, as wel 
as currency contracts in yen 
Deutschemarks and US dol 
lars, Interest-rate and currency 
options are also being consi 
dered. — Anthony Rowle 


CORRECTION 


In the report The Osaka chal- 
lenge (8 May) the projected 
size of the Luxembourg-based 
Japan Index Fund was incor- 
rectly stated. The correct figure 
is Y20 billion (US$118.5 mil- 
lion). 
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GRAND OFFER 


rn businessman Datuk Mak 


Kok flew to Singapore on 7 May with 
san improved offer to buy 50 million 
shares in Grand United Holdings and 
Supreme Corp. from five local 
stockbrokers. Mak offered a price 

r share slightly in excess of 50 M 
ents (19 US cents). Alternatively, 
Mak suggested that brokers hold the 
shares for six months, after which he 
E his partner, Datuk Seri Abdullah 

ohamed, would be given first 
Pros: The 26.6 million shares held 
y the brokers would give Mak and 
Abdullah control of Supreme, which 
lis expected to report sharply reduced 
inet tangible assets in its 1985 
results. 


OY TO LEAVE 


Ambassador to Seoul Richard 
Walker, who has been criticised by 
liberals in Washington for what they 
see as his bias against South Korean 
opposition leaders; is soon to be 
replaced say sources close to the State 
Department. In April, Walker met a 
dissident leader for the first time in 
his six years in South Korea when he 






attended a lunch for Kim Young 
Sam. Walker's departure is not 
expected to herald a change in the 
neutral stance the US has adopted 
towards opposition demands for 
revisions to South Korea's 
constitution. 


WITHDRAWAL POSITION 
! In a bid to win US 





support for his 
efforts in finding 
a solution to the 
Afghan problem, 
UN special envoy 
Diego Cordovez 
made an 
unpublicised trip 
to Washington on 
| May. Before 
heading for 
Geneva to mediate the seventh round 
of proximity talks on Afghanistan 

on 5 May, Cordovez met Michael 
Armacost, US undersecretary of state 
for political affairs, to get a 

clearer view of what Soviet troop- 
withdrawal formula would be 
acceptable to Washington. The US 
has stressed that it would not accept 


any withdrawal timetable that 
stretched beyond six or seven 
months, 


TACTICAL RETREAT 

China’s sensitivities to open 
discussion in Hongkong remain raw. 
Xinhua representatives quietly 
walked out of a press forum on the 
drafting of the Basic Law when a 
foreign banker on the panel made 
caustic remarks about the level of 
development and standard of 
administration in China. 


COSTLY CONNECTION 


Subscribers to Indonesia's first 
private telephone system are finding 
it a costly business. They are being 
asked to pay Rps 1.75 million 
(US$1,550) for an installation 
compared to the Rps 500,000 charged 
by the state telephone company 
Perumtel. The first subscribers 

in the Jakarta suburb of Kelapa 
Gading also complain that they 

are only given receipts for Rps 
500,000 after paying the full price 
for connections that are still several 
months away. 


| 
| 


THE WEEK Pes S D 


AFGHANISTAN 

The People’s Democratic Party of Af- 
ghanistan chose security chief Najibullah as 
party leader to replace Babrak Karmal who 
retained the country's presidency (4 May). 


BANGLADESH 


The government banned an opposition 
campaign against elections and blacked out 
saws on a protest rally by a party opposed to 

poll. Police arrested opposition leader 
egum Khaleda Zia and 11 others in an ap- 
parent crackdown on protests against plan- 
ned elections (30 Apr.). Clashes between 
rival supporters left at least four people dead 
and up to 200 injured since Sunday in the 
run-up to the general election, it was report- 
ed (5 May). Campaigning ended for the elec- 
tions (6 May). 


CHINA 

A Taiwan pilot who defected to China in a 
Boeing 747 cargo plane flew the plane from 
canton to Peking, where he was united with 
us father and brothers (6 May). 


INDIA 

Security forces raided the Golden Temple 
out failed to capture Sikh extremists (30 
Apr.). Police reported that at least six Hin- 
dus and a Sikh moderate were killed appa- 
rently in revenge for the Golden Temple raid 
(2 May). Two moderate Sikh officials re- 
signed in protest against the raid and one de- 
manded that the chief minister of Punjab 
step down (3 May). Thousands of Sikhs from 
all over Britain marched through London 
protesting the storming of the temple (4 
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May). Suspected Sikh extremists killed three 
teachers in à school near Amritsar in vet 
another reprisal attack (6 May). 


INDONESIA 
Asean foreign ministers met US Presi- 
dent Reagan in Bali (/ May). 


JAPAN 

Leftwing radicals fired a salvo of home- 
made rockets over the sight of the Tokyo sum- 
mit minutes before US President Reagan ar- 
rived for a formal state welcome (4 May). 


MACAU 
Joaquim Pinto Machado was appointed 
governor of Macau (6 May). 


MALAYSIA 

Police in Sabah arrested a local deputy 
minister and 12 other members of the Parti 
Bersatu Sabah for possessing weapons just 
four days before state elections, a police of- 
ficer said (2 May). Three bombs exploded in 
open spaces and a time bomb found at a vot- 
ing centre was defused as voters were choos- 
ing à new legislative assembly for Sabah (6 
May). 


PHILIPPINES 

Police used tear gas and and water hoses 
to disperse supporters of former president 
Ferdinand Marcos during clashes in which 13 
people were injured (/ May). 


SOUTH KOREA 


Violent protests between st udent demon- 
strators and riot police forced the main oppo- 


A shee — —A m 


sition party to call off a scheduled rally in In- 
chon (3 May). Prosecutors said they had 
charged 151 people with leading a violent 
demonstration in Inchon (5 May). Two 
policemen died and three were seriously in- 
jured when tear gas bombs mounted on their 
jeep exploded in Seoul (6 May). 


SRI LANKA 

At least 21 qe were killed and 41 in- 
jured when a bomb believed to have been 
planted by Tamil extremists ripped through 
an Air Lanka jet at Colombo airport (3 
May). A Tamil separatist group claimed re- 
sponsibility for the bombing of the airliner (4 
May). Air Lanka officials revised the death 
toll to 14 and said 40 people had been injured 
(5 May). Police announced they had arrested 
a Tamil posing as an Air Lanka pilot and said 
he was being questioned by investigators 
probing the bomb blast (6 May). 


TAIWAN 

A Chinese pilot who flew a MiG19 to 
Seoul in a defection bid arrived in Taipei to 
seek political asylum, military sources said 
(30 Apr.). Taiwan asked Hongkong's Cathay 
Pacific Airways to negotiate with China on 
the return of a Boeing 747 cargo plane which 
was diverted to Canton's Baiyuan airport by 
its defecting pilot (3 May). 


THAILAND 

King Bhumibol Adulyadej dissolved par- 
liament and called for fresh elections on 27 
July (/ May). Prime Minister Prem Tin- 
sulanond fired University. Affairs Minister 
Preeda Patanathabutr (4 May). 
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The prime minister dissolves the House after a surprise political defeat 














E. s 
à Prem-ature election 
By John McBeth in Bangkok 

"s hai politicians are suddenly on the | confidence of the electorate — a startl- | election, Chart Thai and Democra 
^ campaign trail after a stunning gov- | ing turn-around from the encouraging | members say they will require at leas 
n ernment defeat on a comparatively | picture he had outlined for visitors three | 200 seats to form a government. The 
overlooked issue led Prime Minister | weeks earlier. Democrats, who begin their campaigr 
: Prem Tinsulanond to dissolve the Police claim to have compelling evi- | on 6 June, will field 230 candidates foi 
T House of Representatives and call new | dence of big-business involvement in | the 347 lower house seats, blanketing 
n elections, 11 months short of complet- | the vote-buying but say they have been | their strongholds in Bangkok and the 
E ing his full four-year term. unable to draw any direct links with dis- | southern provinces while adopting : 
4 It was both a triumph and a depress- | affected anti-Prem elements in the mili- | more selective approach in the nortt 
("m ing setback for democratic rule a | tary. At least five prominent financiers | and northeast where Chart Thai, whe 
Ri. triumph in that in-built constitutional | are said to have bank-rolled the conspi- | won 93 seats in the 1983 elections, is ex 
* mechanisms rather than a military coup | racy, with individual government MPs | pected to benefit most from SAP's mis. 
E" coped smoothly with the crisis; a set- | being offered as much as Baht 200- | fortunes. 

E. back because it revealed once again that | 300,000 (US$7,500-11,500). Although | A two-party scenario leaves open 
E party indiscipline, self-interest and | only one government minister seems | question of whether the politicians 
CN vote-buying still plague Thailand's par- | to have been involved — and then | feel committed enough to choose à 
A liamentary system. TOS AP JOHN MeBETH 

3X Although technically the govern- reo 

p. ment did not have to resign because the 

I vote was not on a no-confidence mo- 

E. tion, Prem was left with little choice 

En when smouldering conflicts within the 

= 101-seat Social Action Party (SAP), the 

1 


senior partner and foundation stone of 
his ruling four-party coalition, dramati- 
cally eroded his support during the 1 
May opening session of parliament. 
Voting on one of the lesser-known of 
nine controversial royal decrees before 
the assembly — which would have dou- 
bled registration fees for diesel-fuelled 
vehicles — members defeated it by 
147-143 when more than 40 government 
MPs crossed the floor of the lower 


Pathanathabutr, an SAP MP from 
northern Chiang Rai province who had 
served as Prem's trusted chief whip. 
While offering a lame excuse for not 
being present in the chamber when the 
vote was taken, Preeda said later that he 
believed the government had lost the 





based grassroots support. Most opinion 
seems to rule out one party winning an 
absolute majority, favouring instead the 
possible emergence of a two-party coal- 
ition. 

Although much can happen in the 





tomary room to manoeuvre on matters 
where party interests may collide. It has 
been demonstrated on more than one 
occasion that Prem does not enjoy face- 
to-face confrontations, evidenced by his 
failure to answer a single question in 


E house and others stayed away. 
\ Prem’s other option — and appa- 
3 rently the one the opposition hoped he 
k would take when they organised the 
coup — would have been to resign with- E 
| out calling for new elections. He only | Prem; Kukrit; Sommai: revolt in the party. 
7 decided to call for a dissolution after an 
^ interview with King Bhumibol | only at the last minute — MPs from | prime minister from their own ranks, or 
Ke Adulyadej following the defeat and | both sides of the House claim to have | whether they will bow to political expe- 
Hd after learning there were plans fordem- | seen cash-filled envelopes. changing | diency and reluctantly fall back on a 
e onstrations calling for his resignation | hands in corridors and anterooms in | non-partisan leader such as Prem, 
* the next day. what National Democracy Party leader | whose backing from the throne and 
$ With the smoke beginning to clear | Kriangsak Chomanan called “a disgrace | significant elements in the military has 
» days later and a mass defection of half | to the political institution." | shown no real sign of erosion. Specula- 
its sitting MPs in the offing, it became Looking ahead to the elections, | tion that the prime minister intends to 
clear that it was the SAP rather than | analysts are predicting major gains for | stand in the elections appears to be little 
Prem which emerged as the biggest | both the opposition Chart Thai and par- | more than that so far. 
loser — something that is likely to be | ticularly the resurgent 59-seat Demo- 
made abundantly apparent at the polls | crat Party of Deputy Prime Minister G iven the realities of coalition politics 
|: on 27 July. Pichai Rattakul — the second biggest of and the legal necessity for him to 
Á Sacked in the wake of the defeat was | the coalition partners, which has done | join a party to contest the campaign, 
e University Affairs Minister Preeda | more than most in working for broad- | Prem could find himself without his cus- 
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horse-trading that habitually follows an 


parliament during the past three years 
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or to submit to the sort of sit-down inter- 
views his predecessors often gave. 

Balanced against that is the friction 
that has emerged between appointed 
ministers and those elected by public 
mandate, probably one of the chief fac- 
tors that precipitated the SAP revolt. 
By allowing non-party Finance Minister 
Sommai Hoontrakul to act as economic 
overlord, Prem created deep resent- 
ment among SAP parliamentarians who 
felt that as holders of the commerce and 
agriculture portfolios, they were not 
only being largely ignored, but were 
also unfairly taking all the political fall- 
out for fiscally conservative policies that 
they themselves had no control over and 
did not favour. 

Overall, too, there is a feeling among 
the public at large, going back to last 
E 9 September abortive coup and 

fore, that it is time for a change — if 
only for the sake of change. 

A Democrat poll taken immediately 

ter the vote showed that Sommai was 
least liked member of the cabinet, 
with Prem as what one source called 
"the lesser evil." Said one opposition 
MP: “The peo le want some action and 
they want leaders who are active. It is 
also true that a lot of MPs are fed up be- 
cause they believe they have been used 
by Prem.” 

One of them was clearly 75-year-old 
SAP founder Kukrit Pramoj. Kukrit's 
decision to step down from the party 
leadership last December was ostensi- 
bly motivated by the SAP's loss to the 
Democrats in a hard-fought Bangkok 
by-election. But most observers believe 
the real reason was his dissatisfaction 
with Sommai and the harm which was 
seen to have been done to the middle- 
class merchants who have contributed 
significantly to the party's coffers. While 
it was clear that the SAP had to face 
up to the time when its mercurial guru 
would fade from the scene, his action at 

at point — designed to signal his de- 

e for a major cabinet shake-up — was 

e first sign that trouble was brewing. 

Prem did go ahead with a reshuffle 
the following month, but in retaining 
Sommai and replacing Deputy Prime 
Minister Boontheng Thongsawasdi with 
interim SAP leader and Foreign Minis- 
ter Siddhi Savetsila he made a grave 
miscalculation and sowed the seeds for 
the SAP revolt. Some insiders suggest 
that Siddhi wanted the job to bring him 
up to the same level of seniority as 
Democrat leader Pichai, a one-time 
foreign minister who had been accused 
of meddling in foreign affairs. In anv 
event, Boontheng was not informed be- 
forehand of his impending dismissal — a 
serious breach of etiquette in a society 
which places great stock in seniority and 
pride. | 

The alienation of the veteran politi- 
cian and his influential northern wing 
alone was not sufficient to endanger the 
SAP, but what it did do was to exacer- 
bate a host of other long-standing rank- 
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and-file grievances, some of them inter- | MACAU 


nal, a great many aimed at Prem him- 
self. Chief among Boontheng's allies 
were Kosol Krairiksh, another senior 
SAP politician who resigned as com- 
merce minister in January over the fail- 
ure of the government's rice price-sup- 
por scheme, and fellow deputy party 
eader Boonlert Lertpreecha. Kukrit 
himself played a crucially pivotal role, 
promising to support the government 
on the decrees, but making it obvious to 
SAP MPs that he would not try to 
convince them one way or the other. He 
did, however, add considerable heat to 
the debate on 21 April by saying he was 
ready to assume the premiership if Prem 
stepped down. 

Analysts feel the government was 
lured into a false sense of security on the 
eve of the parliamentary opening when 
the SAP voted 49-17 to back the de- 
crees — a resolution which Boontheng 
blithely announced he would ignore. 
Overlooked, it seems. were the 30 
abstentions and the fact that five other 
MPs failed to attend, evidence of a care- 
fully planned course of action worked 
out between the SAP rebels and Chart 
Thai about 10 days before. "Boontheng 
claimed he could deliver 40 MPs,” recall- 
ed one Chart Thai leader, “and that’s 
just about what he did.” 


nother key player was Siam Demo- 

cracy's Phol Rerngpraservit, who de- 
spite his affiliation with Chart Thai, had 
generally supported Prem on key issues 
in the past. A maverick in the classic 
Thai mould who is currently facing pro- 
secution for belonging to two parties at 
the same time, the wealthy landowner 
let it be Known several days before the 
vote that his 15 MPs would throw their 
weight behind the government. As 
things turned out, he did exactly the op- 
posite. Political sources say his disaf- 
fection stemmed from the dismissal in 
January of Krung Thai Bank president 
Tamchai Kampato, who had been in- 
strumental in securing loans to shore up 
his ailing pineapple empire. 

Democrat sources claim they were 
aware the government was heading for 
defeat, particularly when Preeda ap- 
proached them before the afternoon 
session and tried to persuade the party 
to join a boycott that would have forced 
an adjournment. “T think we knew it 
was going to collapse, but Prem’s advis- 
ers are naive about political manoeuvr- 
ing and were sure the voting on the de- 
crees would take place at the next sitting 
on 8 May, giving them a week to lobby 
support.” 

Most observers had expected the 
real test would come with the vote on 
three banking decrees which the gov- 
ernment had pushed back further on the 
agenda. But Boontheng and Chart Thai 
strategists decided they could expect 
much more public support on a simpler 
issue such as the diesel tax which di- 
rectly affected people's pockets. Oo 





Someone for 
everyone 


A politically safe governor 
is appointed for Macau 


By Peter Wise in Lisbon 


Jom Pinto Machado, a medical 
professor with a chequered political 
past, will be sworn in on 15 May as the 
new governor of Macau. He is expected 
to be the last Portuguese administrator 
of the territory after five centuries of 
colonial rule. 

Pinto Machado, 55. who comes from 
the northern city of Oporto, was ap- 
pointed on 5 April by newly elected Pre- 
sident Mario Soares shortly before 
negotiations are due to open in Peking 
on returning Macau to China. He suc- 
ceeds Rear-Adm. Vasco de Almeida e 


Pinto Machado: surprise nomination. 


Costa, who resigned as governor last 
December when former Portuguese 
president Antonio Ramalho Eanes 
reached the end of his term. Pinto 
Machado's appointment marks a break 
in a long tradition of military governors. 

Observers in Lisbon said the surprise 
nomination of the little-known Pinto 
Machado indicated Portugal had opted 
for a distinguished but low-profile fig- 
ure who would command the respect of 
Peking and be acceptable to all sectors 
of the Macau community. “He is the 
kind of man who could ease conflicts be- 
tween interest groups in Macau and en- 
sure Portugal a quiet withdrawal from 
its last remaining colony,” said a Por- 
tuguese journalist. 

Pinto Machado, a researcher and 
surgeon, was a deputy of the liberal 
wing opposed to the authoritarian gov- 
ernment of former premier Marcelo 
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Party. He later abandoned the ny 
and campaigned for the election of left- 
of-centre Eanes to his second presiden- 
tial term in 1980. This year he led the 
Oporto campaign for Soares, Eanes' 
successor and political opponent, and 
was recently appointed by the new pre- 
sident to his top advisory body. 

Although he was not among the can- 
didates tipped for the post, commen- 
tators said Pinto Machado matched the 
profile of the governor described by 
representative groups in Macau to à 
three-man presidential mission that re- 
cently visited the territory to sound out 
opinion on the appointment. 

Soares appears to have been careful 
to appoint a governor acceptable to Por- 
tugal’s centre-Right government — 
which backed a rival presidential candi- 
date — by not naming someone from his 
own Socialist Party. "Macau is particu- 
larly anxious not to import Portugal's 
party-political infighting.” a source 
said. A Lisbon government official 
added that the appointment was partly a 
reward for Pinto Machado's campaign 


.support. 


p his only public statements since 
his appointment, Pinto Machado ex- 
tended his greetings to the Macau peo- 
ple. But he refused to be drawn out on 
litical questions. “I shall be consult- 
ing closely with the president on the 
broad policy lines to follow," he said. 

The new governor will oversee the 
transfer of Macau to Chinese rule but 
his will not be the most decisive role in 
the changeover. An equally significant 
appointment for the territory's future 
will be made shortly when the Lisbon 
government of Prime Minister Anibal 
Cavaco Silva appoints a special ambas- 
sador to head the negotiations. with 
Chinese authorities. 

A reliable source told the REVIEW 
the negotiations should begin in Peking 
in May. Lisbon has long recognised 
Macau as "Chinese territory under Por- 
tuguese administration," as Peking pre- 
fers to view the situation, and protract- 
ed wrangling over the transition is not 
expected. Macau watchers here said Pe- 
king was likely to resume control there 
at about the same time as it reasserted 
sovereignty over Hongkong in 1997. 

A former official of the Portuguese 
administration in Macau said the main 
stake for the Portuguese in the negotia- 
tions would be the preservation of Por- 
tuguese culture in Macau — in particu- 
lar measures to ensure minority rights 
for the small but influential community 
of Portuguese, many of whose families 
have been in Macau for 400 years but 
who are not fluent in written Chinese. 

About 50,000 of the 400,000 resi- 
dents of Macau have Portuguese pass- 
ports and others are eligible. 
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Sabah’s chief minister sweeps to landslide victory in snap poll 


By Suhaini Aznam in Kota Kinabalu 

he gamble paid off. Having risked its 

position as the ruling party by calling 
state elections for a fresh mandate after 
only 10 months in office, the Parti Ber- 
satu Sabah (PBS) swept back into office 
with a landslide victory. 

Winning 34 of the 48 elected seats, or 
eight more than last time, PBS im- 
proved its share of the popular vote 
from just over 30% to 53%. It now has 
the two-thirds majority it needs to 
amend the state constitution with the 
objective of making it more difficult for 
assembly members to defect to the op- 
position — a problem which previously 
had endangered its thinner majority. It 
plans to make it necessary in future for 
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position to face the federal government 
with assertions of being a truly multi- 
racial party with widespread support 
and the right to govern without harass- 
ment. 

The PBS had already reactivated its 
application for admission into the ruling 
National Front coalition. before the 
elections, having briefly withdrawn its 
request when federal pressures 
mounted for a pre-election coalition be- 
tween the PBS, Usno and Berjaya. 

“Communal politics is clearly not 
favoured by the people of Sabah,” de- 
clared victorious Chief Minister and 
PBS leader Datuk Joseph Pairin Kitin; 
gan. “I hope that the PBS will no ion 
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any member crossing the floor to have 
to resign and face a by-election. 

The PBS' strongest challenger, the 
United Sabah National Organisation 
(Usno), lost four of its strongholds, slip- 
ping from its previous 16 seats to only 
12. But it was Berjaya, the party which 
ruled the oil and timber-rich state for 
nine years until the PBS won an election 
upset in April 1985, which suffered yet 
another humiliation. Only one of its 
candidates, party president Datuk 
Mohamed Noor Mansoor, won, and even 
then not without a struggle. The newly 
revived Sabah China Consolidated 
Party also won one seat, but since 
their candidate had already promised 
to join the PBS at the beginning of 
the election campaign, this too was vir- 
tually a government win. 

The PBS, which began as a basically 
Christian, Kadazan-backed party, has 
faced a series of political and legal hur- 
dles since it came to power as Malaysia’s 
only non-Muslim state government, ina 
country where Islam is the official reli- 

ion. Having now won a few seats from 
uslim-majority areas, it is in a better 


be accused of representing only one 
community or race,” he added with 
emotion. 

As far as the opposition was cog 
cerned, the campaign had been run ¢ 
distinctly communal and religious lines, 
Usno, and in Muslim areas, Berjaya 
too, had appealed to Muslims to ensure 
that the future of Muslims in Sabah be 
guarded by voting for them. A PBS 
Muslim leader claimed that the out- 
come clearly showed that the voters did 
not believe the practice of their faith 
was threatened. 

As a last-ditch effort for Usno and 
Berjaya to oust their arch-enemy 
Pairin, the campaign was surprisingly 
lacking in fervour. When Pairin success- 
fully asked for a dissolution of the as- 
sembly and new elections on 26 Feb- 
ruary to pre-empt an opposition at- 
tempt to oust him by buying over 
enough assembly members to wipe out 
his thin majority, the opposition was 
furious. There followed several weeks 
of bomb blasts, demonstrations and a 
massive sit-in at the state mosque in an 
attempt to force Prime Minister Datuk 
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Seri Mahathir Mohamad to intervene 
with a state of emergency and direct 
rule as the best bet for bringing down 
Pairin, 

But despite severe pressure and the 
government's attempts to persuade PBS 
to do a deal which would allow the other 
two parties a pre-determined number of 
seats and some measure of power-shar- 
ing, Pairin held firmly to his election 
plan and, faced with other pressures and 
problems, Mahathir preferred not to 
step in and embroil the government 'in 
the state's affairs. 

PBS supporters expressed worry that 
the opposition allies might have some- 
thing up their sleeves, given the earlier 
violence and an attempted political 
coup — in which long-time Usno presi- 
dent Tun Mustapha Harun was briefly 
sworn in as chief minister — after the 
PBS victory last year. But apart from 
three minor explosions in Kota 
Kinabalu and Sandakan on the two days 
of polling, in which no one was injured, 

> election passed off smoothly. There 

- no doubt that the absence from the 
»olls of the charismatic Mustapha, who 
has announced his intention to retire, 
was one reason for the more subdued at- 
mosphere. 

Compared with the intensive cam- 
paigning last year, gatherings this time 
were smaller and there seemed to be 
more emphasis on personal house-to- 
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house canvassing, particularly on the 
part of Usno. One observer estimated 
that the number of buffalo killed for 
traditional campaign feasts by Usno was 
only about a third of last year’s, though 
on the PBS campaign trail the tapai rice 
wine was seen to flow freely. 

One element in the PBS victory is the 


fact that it obviously has the support of 


the ordinary Chinese voters, angered 
over the terror tactics being used by 
Usno — and by extension Berjaya. In 
the event, therefore, rather than forcing 


people to withdraw support for the | 


PBS, the violence backfired. 


he PBS’ convincing victory should 

now ensure greater party discipline, 
said insiders. Although Pairin refused 
to be drawn on details of how loyalty 
was to be safeguarded, it is expected 
that this time, not only will assembly- 
men be required, as before, to sign un- 
dated letters of resignation to be used in 
cases of defection, they will also be sub- 
ject to more stringent clauses binding 
them to the party. Moreover, the defeat 
of two recent defectors who stood for 
minor parties in the new election, was 
likely to deter others from following 
suit. "It's political suicide [to defect] be- 


| cause you are so discredited,” a PBS 





worker commented. 
The real guarantee for trouble-free 
administration in Sabah. however. lies 














in federal hands, both PBS and opposi- 
tion sources agree. To this end, the PBS 
has promised to deliver the 20 par- 
liamentary seats from Sabah to the Na- 
tional Front — an offer the federal gov- 
ernment cannot easily spurn given its 
own troubles in the peninsular states and 
in neighbouring Sarawak which has also 
grown restless of late, 

For the PBS, the signs are encourag- 
ing. Without fanfare. the federal gov- 
ernment has tacitly conceded several 
points to the PBS, noted observers. 
There was no pre-determined distribu- 
tion of seats, each party contested under 
its own banner, and security was well 
maintained. 

If the year-long Sabah crisis is finally 
resolved by this election — and Mus- 
tapha has already declared that Usno 
"accepted the verdict of the people" — 
the state could be on the road to econo- 
mic recovery after a year of unrest dur- 
ing which the investment climate in 
Sabah has been dampened. 

With the PBS' clear victory, talk 
of a coalition government in Sabah has 
become academic. Pairin sees no need 
for one now, though insiders had ad- 
mitted that had it been a close call, a 
coalition would definitely have been 
formed. “Why should we have a coali- 
tion of parties?” Pairin had earlier 
asked rhetorically. “We are a coalition 
of races.” 





TAKE ADVANTAGE OF 


OUR EXPERIENCE 





Over 25 years long experience in the 


supplying of complex industrial installa- 
tions — including turn-key objectives — 
all over the world is a guarantee of your 
option in favour of UZINEXPORTIMPORT 
company, which offers: 


Manufacturing plants for machinery 
and equipment in the machine building 
field, electronics and electrical en- 
gineering 

Various objectives in the field of ferrous 
and non-ferrous metallurgy 

Complete cement plants 

Studies, projects, know-how, engineer- 
ing, technologies for the manufactur- 
ing and assembling lines, technical as- 
sistance, training of the staff 


For full information do not hesitate to 
contact 


Foreign Trade Company 
70033 Bucharest-Romania 

32, Republicii Blvd. 

Telephone: 13 29 59 

Telex: 11214 





FAR EASTERN ECONOMIC REVIEW e 15 MAY 1986 


15 


L5 -— nm AA 
































































y Bruce Roscoe in Tokyo 


apanese Prime Minister Yasuhiro 
y Nakasone played the perfect host to 
t the seven-nation Tokyo economic sum- 
mit. The world had come to Tokyo for 
an extended weekend, and Nakasone, 
diplomatic and eager to please, rushed 
to enrol. But in joining this particular 
world, he may find the price is losing 
Japan. 
After Nakasone had affixed Japan's 
seal to the major summit declarations, it 
was clear he had committed Japan to 


step with both established Japanese 
foreign policy and domestic political ob- 
jectives. As one Japanese political com- 
mentator noted: "The only person in 
pan taking such an international view 
f events is Nakasone." 





May, the central theme of terrorism 
rust upon the participants by US Pre- 
sident Reagan and British Prime Minis- 
ter Margaret Thatcher was least on the 
minds of Japanese politicians in the rul- 
ing Liberal Democratic Party (LDP) 
and their big-business backers. When 
the yen traded at a record high of 165 to 
the US dollar on the morning of the 


bloodied, - 
© Indeed, as Nakasone ‘left 
Akasaka Palace summit table for the 
last time and prepared to brief the Ja- 
panese press, the summit’s declarations 


enly seemed irrelevant compared with 
e sense of crisis over the yen. 
akasone told reporters the govern- 
ient. would hurry to implement re- 
ef measures for small and medium- 
zed industries dependent on ex- 
ports. | l 

.. Nakasone does not have much time. 
pper-house, and probably lower- 
ouse, elections (should Nakasone, as 
xpected, dissolve parliament) are less 
han two months away. Apologetically, 
akasone also said it was "inappro- 
riate" to discuss what definite action 


on a "political stage.” 
_ That apology will not wear well with 





ave seized on the yen issue to accuse 
ie prime minister of selling out Japan- 


Ron-Yasu" relationship. . 
worry. to Nakasone in. 


*4 


ituent support is the sumn it e 











akasone goes along with condemnation of Libya 


policies and positions that were out of. 





` As the summit drew to a close on 6 


summit's final day, it became clear that |; 
. Nakasone had given his political oppo- ~ 
nents a ready dagger waiting to. be : 


| m 


on terrorism and on the accident at the 
hernobyl nuclear power plant sud- 


hould be taken on exchange-rate levels | 
akasone's political. opponents who 


ie interests under pressure of the jji 
But of. more: m $= 


Nakasone — to discuss Libya aid 


- declaration's reference to *long -stand- 
: E | Chernobyl than trade issues. 


ing policies of domestic subsidy and pro- | 





tection of agriculture in all « our. çoun- 


tries.” Some Japanese media took the 
referençe to agriculture as another set- 


back for Nakasone. With gerrymander- 
ing. of election districts that gives the 
LDP up to five rural seats for one city 


seat from the same number of votes, 
Nakasone cannot afford to antagonise 
the farm lobby. This reference is certain 
to prompt demands for assurances from 
the ruling party for continued protec- 
tion. 

On foreign policy, the decision to 
name Libya in the statement denounc- 
ing terrorism put Nakasone out of step 
with his own Foreign. aE 
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|| inga stat mer 


g4 dents in Beirut and other Middle. 
| cities that they were now just as likely 
. as Americans to be targeted by terror- 





ifor the US air attack 


,li pre-summit bilateral meeting, With Re 
Kl gan, 


| ing EE. for“ | 













statements is invariably "guarded. 
ally expressing “regret” over the i 
dent, but never singling out the perpe- 
tra to r. is 

Apart from a proclivity to vagu ess. 
and equivocation, this diplomatic style- 
has more immediate roots in the Japan-. 
ese Government's abrupt. decision. in 
the mid-1970s to withdraw unqualified 
support for Israeli causes and instead. 
take into account Arab views on Middle 
East disputes, taking first into account . 
its dependence on Arab oil. 

That switch seriously divided Tokyo 
and Washington on foreign. policy pro a 
s for the first time since the ¢ : 

World War H and heralded a n A 
panese determination to tailor foreign | 
policy to fit its own strategic econon 
interests. The Palest e Liberation 
ganisation is now listed in Tokyo tele- 
phone directories as, “PLO Office, 
Japan" together with. foreign embassies 
and consulates — -äl stingi inconceive able 
inthe 1960s... . 

No matter how, convinci Washing- 
ton's evidence against Libya yay be, for 
Japan now to join JS an si ngling out 
one Arab state as. r proponent 
of terrorism and. iO. s0. on a word 
media stage such he Toky 
mic summit represi isa taädical a 
shift. Japanese foreign officials stead- 
fastly resisted the namin; f Libya but 
Nakasone appeared caught in a big- 
power play. As the host of the summit, 
he had to go along. b | : 







































| Pius Japariese “offidials appear- 
that Nakasone had 

—— 

in 


ed shocked 
gone so far as to e 















pres 





ý Libya 
April in a statement 





They were reported! h pin 
for a Japanese-style stat 







ia played: terrori 
it story, and ‘th 

h “NHK said the Foreig: 

try had moved to warn Japanese p 

rast 








ists, | 
Even after 
hostilities 


the March exchange. 


of between the US and. 


Libya across the Gulf of Sidra, Japan- 
Hoese Foreign. Ministry officials in brief- 


ings to the foreign press corps would. 


| not be drawn into appraisals critical 
| of Libya, Siding conflicting reports of. 










D ue easures aimed: at Dee 
Tokyo already bans weapons exports, 
only four Libyans are said to be in Japan 








and m he moment it imports no Libyan 





"The statement's positive appraisal of 
me power às an energy source 
found favour with Japanese officials, as 
did the per P that the Soviet 










Eneiby ipd . The 
pants: wanted the establishment of an in- 


5 to. reporting nicest 
: , The statement said 


should be done with the “least aae 
delay” but 1 E 3 

. Reagan said he was “very pleased” 
with the summit. results. and Thatcher 
Was satisfied at the "mission ac- 


complished." Nakasone himself called 





the summit a “great s success" but his ob- 


vious anxiety over the deepened yen 
cris s betrayed that description. He was 
seen to be doing his diplomatic best to 
pot a bold face on that crisis. 

"And if Japan took a back seat in 
Reagan and Thatcher's summit, the rest 
of Asia was hardly in the theatre. A Ja- 
panese Foreign Ministry official, brief- 
ing foreign reporters on the Asian con- 








tent of the working-dinner agenda for | 
rough a range of Asian 





5. May, ran. 
topics. for discussion from the Korean 
peninsula to the Philippines. 


But. these topics — at least 20 items ih 






jtogether - — were discussed only to- 
vards the end of the dinner. There was a 
"great deal of sympathy" around the 
dinner table for the new Philippine 
Government of Corazon Aquino and a 
"general consensus" that Asia was 
"basically dynamic" but facing an eco- 
nomic slowdown which might, together 
with the Soviet military presence, de- 
stabilise the region. Asean efforts to 
find a solution to the Cambodia 
problem should be supported, as should 
the Asian Games and the Olympics to 
be held in Seoul as well as the North- 
South dialogue for the Korean penin- 
sula. 
A None of that is new, but without Ja- 
panese: Foreign Minister Shintaro Abe's 
efforts to raise such topics they may well 
‘have been left out completely, accord- 
ing toa papangse official, 
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By Correspondents 


eking is trying to draw Taipei into 

direct dialogue. The Civil Aviation 
Administration of China (CAAC) has 
asked the Taiwan flag-carrier China Air 
Lines (CAL) to send representatives to 
Peking for talks on the return of a Boe- 
ing 747 cargo aircraft, divertéd by its 
pilot to Canton on 3 May and to Peking 
on 6 May. and two crew members who 
wish to go back to Taiwan. — 

CAL has reportedly asked. Hong- 
kong-based Cathay Pacific Airways, 
operating regular flights to both Taiwan 
and China, to act as its agent in negotia- 
tions with Chinese authorities, which 
in turn apparently rejected third- 
party mediation. The Taiwan Govern- 
ment bans all official contacts with 
China. 

Chinese authorities are likely 
continue to insist on direct meetings, at 


least for a while. In a speech welcoming | 

















ee sete rel 


— 


the CAL pilot, commander Wang Hsi- 
chueh, 56, to Peking, CAAC director 
Hu. Yizhou reiterated CAAC’s earlier 
request that Taiwan authorities quick- 


ly send representatives to Peking, add- 
ing: "We Chinese should solve our own . 


problems ourselves." Wang was quot- 
ed as saying he hoped his arrival 
would “represent an inaugural flight" in 
air transport between China and Tai- 
wan. 

One of Wang's motives for defecting 
was to be reunited with members of his 
family. A native of Sichuan province, 
Wang was greeted in Peking by his 
father and three brothers. He was 
later received by Vice-Premier Tian 
Jiyun in the Sichuan room of the Great 
Hall of the People. 
should come to talk to CAAC and that, . 
according to the "one country, two 
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aganda windfall for Peking, which hi 


tions by its pilots, it represented an er 
bafrassment for both the Taiwan G 
ernment, which plays up Chinese de 
tionis as evidence of the superiority o 
political and social system, and C, 
which has seen its reputation batte 
by. a string of serious accidents and l 
er incidents in the past year. 

As a result, the atmosphere of se 
congratulation that had been unleas 
in Taiwan by the arrival on 30 Aprilo 
26-year-old Chinese MiG19 pilot, Ch 
Paochung, turned quickly to one 
questioning and bureaucratic recrim 
nations. After more than two months i: 





since 1961 — had been. given a he 
: welcome and. E reward of more. 
| US$2 mill ion in gold. 
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SRI LANKA 


Death at the airport 


Tamil separatists prime suspects in Air Lanka blast 


By Manik de Silva in Colombo 

A series of terrorist attacks that have 
rocked Sri Lanka within the past 

two weeks reached a climax on 3 May 


with an explosion in an Air Lanka air- | 


craft at Colombo's Katunayake Interna- 
tional Airport that left 14 people dead 
and many more injured. The blast, be- 
lieved to have been caused by a time- 
bomb planted aboard the aircraft, oc- 
curred shortly before it was due to leave 
on a scheduled flight for the Maldives. 
As a special police unit started investi- 
gating the explosion, Tamil separatist 
groups widely held responsible for the 
atrocity, issued statements from Madras 
and London distancing themselves from 
the attack. 

The attack was described as a "cow- 
ardly and dastardly act of terrorism" by 
Prime Minister Ranasinghe Premadasa. 
President Reagan cabled a message of 
sympathy from the economic summit in 
Tokyo. His ambassador in Colombo, 
James W. Spain, also delivered a letter 
to Sri Lankan President Junius Javewar- 
dene saying “the US, which has been a 
frequent target of terrorist attacks feels 
a special bond of solidarity with fellow 
victims." Indian Prime Minister Rajiv 
Gandhi also expressed "shock and sor- 
row" in a telephone call to Jayewar- 
dene. 

Air Lanka chairman Rakhitha Wik- 
ramanayake said the bomb may have 
been smuggled into the aircraft's cargo 
section in a basket of vegetables destin- 
ed for the Maldives. Police said they 


were pursuing "some fairly good clues" | 


but declined to reveal what they were on 
the grounds that it could hamper the 
progress of investigations. 

The airport blast followed two other 
serious bomb attacks on 23 April. A 
bomb planted on a coach in Colombo 
exploded in a police station after it had 
been retrieved by police. Another 
bomb, planted in a petrol tanker, 
exploded in the sacred Buddhist city of 
Anuradhapura, killing nine people. 

The day after the aircraft explosion, 
posters appeared in the northern capital 
of Jaffna, where Tamil guerillas are 
most active, claiming responsibility. 
But none of the rebel groups attached 
their names to the posters. A spokes- 
man for the most militant separatist 
group, the Liberation Tigers of Tamil 
Eelam (LTTE). denied responsibility 
from the southern Indian city of Madras 
where many Tamil separatist leaders 
are based. The French newsagency 
AFP, however, quoted other members 
as saying the “LTTE was indeed respon- 
sible.” 

National Security Minister Lalith 


18 


Athulathmudali said the blast 
timed to undermine Indian-assisted ef- 
forts to bring about peace between the 
Tamils and the Colombo government. 


He also pointed to a week of fighting in | 


Jaffna in which the LTTE bloodied 
guerillas of its arch-rival, the Tamil 
Eelam Liberation Organisation, killing 
an estimated 300. 
Athulathmudali 


said he was con- 


vinced the fighting, which broke out on | 
| both Sri Lanka’s Tamils and the major- 


| the eve of the arrival in Colombo of an 











Devastated aircraft: cowardly act. 





Indian delegation led by Minister of | 
| State P. Childambaram. was an effort 


by LTTE to demonstrate to India that it 
was capable of wiping out the more con- 
ciliatory among the rebel groups. 

The visiting Indian delegation issued 


Was | 








out by the Sri Lankan Government 
against the country's Tamils. 

Colombo, however, has taken parti- 
cular notice of a recent speech made by 
Gandhi at a banquet he hosted for West 
German Chancellor Helmut Kohl. He 
told the West Germans: “We look to 
you for cooperation to curb the ac- 
tivities of those who misuse your terri- 
tory and hospitality to incite violence, 
terrorism and separatism in India." 
From Colombo's point of view this is 
exactly what the ^pa Tamil groups 
do from Indian soil. 

Colombo hopes Gandhi's speech sig- 
nalled a change in the Indian attitude 
and that the most recent violence may 
persuade India to tighten the screws on 
the Madras-based groups and so help 
produce a durable peace acceptable to 


ity Sinhalese. 

For Air Lanka, Sri Lanka's govern- 
ment-owned national carrier, the air- 
craft explosion could hardly have come 
at a worse time. The airline is unde 
capitalised and carrving large debts 


a statement condemning the attack, but | which have resulted in it being criticised 
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Gandhi's telephone call to Jayewardene 
was considered more significant as it 
provided an opportunity for the two 
leaders to touch base on a problem that 
India admits is destabilising the region. 


elations between Colombo and New 

Delhi have been cool for several 
months, with Sri Lanka not hiding its con- 
viction that the safe haven Tamil rebels 
enjoy in southern India is the primary 
cause of Sri Lanka's inability to tackle 
the separatist problem. Gandhi, on as- 
suming office, at first proved more help- 
ful to Colombo than had been the case 
with former prime minister Indira Gan- 
dhi. But in recent months Gandhi has 


| been under pressure from the southern 


Indian Tamil states, where public opin- 
ion is running high against what is consi- 
dered a policy of genocide being carried 








| as a drag on the national economy. The 


airline has expanded rapidly, and the 
last set of published accounts, for 1984, 
showed a profit of US$10 million, up 
US$1 million from the previous year. 
But once debt servicing is taken into ac- 
count, the picture is bleak. Minister of 
Finance and Planning Ronald de Mel, 


thas been outspoken about the cost of 


the airline to the economy and the 
World Bank has also made adverse 
comments. 

The bombed aircraft was purchased for 
US$14 million in 1982 and was insured 
for USS25 million. It carried additional 
insurance up to a limit of US$600 mil- 
lion for liability to passengers and crew, 
and the disaster is not expected to bring 
about the collapse of the airline. What it 
will do to passenger traffic, however, re- 
mains to be seen. Oo 
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Nothing inspires a world record 
holder more than the capture of his world 
record by someone else. 

In 1979, it happened to Julian Nott. 

Chauncey Dunn soared to 52,000 
feet in a hot air balloon, exceeding Notts 
1974 record by more than 6,000 feet. 

But Julian Nott utterly refused to 
accept defeat. 

Working with a team of dedicated 
experts, he spent 13 months meticulously 
planning an attempt to regain the record. 

If he were to succeed, he would 
have to 
pilot his 
balloon into 
the atmosphere's top 
ten per cent. A barometric desert where 
freezingtemperatures, lackofoxygen and 

virtually non-existent air 
‘1980 | pressure present an ever- 
. 35 134 feet constant threat to both 
* man and machine. 
wit Every single piece of 
oor MA equipment for the ascent 
^ NOU | was chosen with agonising 
| /ianNot | attention to detail. 
45 836 feet Y 
Saika The most advanced 
W height 40,000 fee technology and the newest 
2 | materials were incorpor- 
ated. For example, the 
pressurised cabin was con- 
structed of the very latest 
composite plastic, effecting 
a weight saving of near b 
80 per cent over conven- 
tional materials. 
One vital piece 
of Julian Notts equipment, however, 


1972 ( | 
Julian Nott T V 
36,000 feet 
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"It came under the same 
close scrutiny as everything else,” 
remarked Julian, “but per — 
preferences aside, its inclusion was 
never really in doubt." 

In the early hours of a late 
October morning in Denver, 


| 
f 
f 


»" 
“ROLEX 





From 0 to 55,134 feet in exactly 1 hour 


9 minutes and 42 seconds. 


Colorado, Julian Nottand his hot air balloon 


"Innovation began their record-breaking 





attempt. 

Using his Rolex 
Ovster to enable him 
to always match the 
computer-designed 
optimum rate of climb, 
they rose to a height 
of 55,134 feet. A new 
world record. 

The worlds top 
balloonists are now 
turning their atten- 
tions to the first circumnav vigation of the 
earth. Julian Nott isone ofl them. It will be the 
first time that a crewed balloon 
has flown around the world 
inside the earths atmosphere 
E: goo — dow "n and 





















trip, too, he says. “But I'll be very 
surprised if the first watch to go 

f around the world by balloon 
isnt a Rolex” He smiles." Even 
not mine. 
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We don't economize when we me 
Pakistan Inter nationa 
Executive Class — Sohr 








There's no better 


E 
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description. 


When we decided to offer our passengers We planned the most delightful of 
an executive class, we didn’t think of menus. A choice of traditional Pakist 
economy. We meant business ! favourites and gourmet continental 


cuisine. Elegantly served on fine chins 
Gleaming silverware and impeccable 
linen to match. And in attendance, a 
charming, hospitable crew. Sporting 2 


So, we got down to it. Designing the 

roomiest of seats with foot rests, for 

blissful comfort. With just two-by-two 

seating. Set apart in a spacious, exclusive p 

: : brand-new uniform to complement tł 

cabin on board our B 747s. So that 

; new service... 

executives on the move could rest a 

while. Or even catch up on work... We put in the inflight entertainment. 
Latest movies. 12-channel music 
selection. And plenty of newspapers ; 
magazines. 


On B 747 routes: Bangkok € Cairo € Copenhagen € Dhahran 6€ Dubai € Franl 


isiness ! 


itrc duces 





course, we remembered the special 
-flight touches. Like a first class 
ck-in. Priority boarding. 30-kilo 
gage allowance. 


i then, we reviewed it all. "Sohni,' 
said. That's the word in Pakistan for 
that is beautiful, graceful and delicate. 
“Sohni” it is ! 


e 1, 1986. Welcome aboard Pakistan 
»rnational’s Executive Class — 
hni”. That's our word for it. 





Pakistan International 
We link places, bring people closer 


dah € London € Manila € Moscow € New York € Paris € Tokyo 
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- REFLECT ON THE FUTURE 
OF YOUR BUSINESS SYSTEMS 


Can you see an infinite future for your business? 

Do your computer systems and communications accurately reflect 
your organisation's exact needs? 

Philips has a unique approach to the problems of information 
management in the future. We call it SOPHOMATION, and it is happening 
today. SOPHOMATION offers you the freedom to develop and change 

as your organisation grows, and the business world evolves. 
Our systems approach, whereby our solutions—workstations, 
) processors, software and communications equipment — always 

/ mirror the present and define clearly the future needs of each 

individual customer, has given us a unique understanding 
of our world markets. 

This is very true in the banking and finance industries. 

To date, more than 25,000 of our PTS 6000 systems, with 
/ more than 102,000 workstations, have been installed in 
/ over 500 financial organisations in 44 countries worldwide. 

Read how one of our European customers has solved 
his particular problems: 

'l've had over twenty years experience as a 

banker - and a customer - and I’ve always thought 
Philips were good. Now I know they are’ 
Mr. Rolf Beeler, Swiss Volksbank, Switzerland 

'We want to be leaders in the technology of the entire 
banking business — but without losing out on personal 
service, says Mr. Beeler, General Manager, Computer 
Services Division. 

"What we have now is the technical support from 
Philips to make our service even more personal. 

‘The Philips video disc interactive training system, 
linked to the PTS 6000, is an excellent example. Now our staff can refine their 
customer transaction techniques - at a fraction of the cost of traditional 
training methods" 

Teamwork is the key, according to the Volksbank. “We may not be the 
biggest bank in Switzerland,’ concedes Mr. Beeler, ‘but with Philips, we're 
certainly one of the most advanced. Now watch us grow! 

Reflect on your future —and then look into Philips. | 
Write for further information today. to Bee A 
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Philips Telecommunication and Data Systems, P.O. Box 245, 7300 Apeldoorn, The Netherlands. 
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We want you to come to the Philippines. ‘Io see the sights. “Io meet 
the people. ‘Io bask in our sunshine. ‘Io join us in celebrating the beginning 
of a new era in our history. 


So we're giving you the best possible incentive: 50% off the regular q 
rate of all our rooms and suites until September 30, 


1986. | 

There are no restrictions. Our Fiesta 50% 
Bonus '86 applies to every guest. So come Off! 
now and enjoy all the luxury of Manila’s 
leading hotel for less. 


Y THE WESTIN PHILIPPINE PLAZA 
Manila 
Luxury by the bay. ——— 


— For reservations, call your travel agent or Westin Hotels or direct phone Manila 832-0701. Telex 40443 FILPLAZA PM 
Other Westin Hotels in Asia; Hong Kong, Shangri-La * Pusan, The Westin Chosun Bea ‘oul, The Westin CI The W & The Westin Pl T 
sia; Hong Kong, Shangri-La * Pusan, The Wes osun Beach * Seoul, The Westin Chosun * Singapore, The Westin Stamford & The Westin Plaza * Tokvo, Akasaka Prince Hotel & Tokvo Princ 
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^ qualified recovery 


ife improves but the future remains uncertain 


iy Nayan Chanda in Phnom Penh 
Meven years after the Vietnamese 
army marched into Cambodia and 
isted the brutal Khmer Rouge regime, 
Mc country seems firmly back on the 
mad to recovery, Phnom Penh, made a 
most town by Pol Pots communist 
erces who drove most of the capital's 
»pulation into the countryside when 
ke Khmer Rouge seized power in 1975, 
now perhaps the most bustling market 
communist Indochina. 

Paradoxically, security in the coun- 
*yside is on the slide, and a cloud of un- 
"rtainty hangs over the Vietnamese- 
acked Heng Samrin regime — though 

as remained in power longer than the 

previous governments of the Ame- 
n-backed Lon Nol and Pol Pot. 

Returning to Phnom Penh after five 
ears, à visitor is struck by the transfor- 
ation. The capital is no longer the 
mpty shell of a few years ago that re- 
arnees from the countryside were try- 
»g painfully to fill up. Now, as morning 
reaks over the Tonle Sap river, the 
Ky's ferry pier is busy as a beehive. 
'undreds of dock workers can be seen 
aloading boats tied alongside the pier, 
raining under the weight of fruits, 
'getables and fish. 

Countless noodle shops along the 
Ky's streets are crowded with people 
iving breakfast. There are even traffic 
ms as hundreds of school children in 
ue and white uniforms, office workers 
1 bicycles and factory workers and 
bourers in buses and trucks vie for 
sace on the narrow roads. The city's 
arkets are overflowing with such goods 

clothes, Seiko watches and Heineken 
ter, imported from Thailand and Sin- 
ipore. As one Western ambassador in 
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Hanoi put it, Phnom Penh has become 


the “Harrods of Indochina.” 

However, underneath these hopeful 
signs of recovery runs a strong under- 
current of fear and uncertainty in the 
capital. Despite the 1984-85 Vietnam- 
ese military successes along the Thai- 


Cambodia border against rebel forces of 


the Democratic Kampuchea coalition, 
there is no end in sight to the guerilla 
war. In recent months Khmer Rouge 
fighters, supported by their two non- 
communist coalition allies, have step- 
ped up attacks deep inside the country. 
Along with this new threat, there is a 
growing fear among Cambodians that 
the Vietnamese will be staying on in 
their country for a good while longer. 
The population of Phnom Penh, 
which dropped to 10,000 after the 
Khmer Rouge’s forced evacuation of 
the city, is back up to 700,000. Hun- 
dreds of private shops and dozens of res- 
taurants and beauty salons have 
reopened. There are more new motor 
bikes in evidence here than in either 
Hanoi or Ho Chi Minh City. Phnom 
Penh is the only Indochinese capital 
with an open gold market and a string of 
shops selling imported wrist-watches. 
[he government has forced a few suc- 
cessful private restaurants to go into 
joint ventures with the state, but has 
otherwise allowed private businesses to 
continue on payment of a small tax. 
Government salaries are so low that 
most civil servants or members of their 


Rebels re-group: page 26 
Troops shift inland: page 28 











families must engage in petty trade or 
handicrafts to survive. Although the 
government has established fixed rates 
for water and electricity, these are still 
provided free. A Soviet official here 
conceded that Cambodia is not a 
socialist country, but said the decision 
not to impose socialism "is not to please 


| the Americans. It is because they | Cam- 
| bodians| accept the reality. The state 


looks after bigger responsibilities, leav- 
ing the rest to private hands." 
Thanks to a fairly good rice — 


this year and an abundance of othera 
“| ricultural goods, the riel has been hold- 
| ing fairly steady. While the Vietnamese 
| dong has depreciated rapidly in the past 
1| few months, the riel's black-market rate 


has held firm at Riel 130:US$1, with the 
official rate set at 30 to one. 

While it is easy to understand the re- 
lative strength of Cambodia's currency, 
the mode of payment for the country’s 
considerable import bill is less clear. 
Cambodian fishermen are. known to 
barter fish for consumer goods with 
their Thai counterparts, and Cambodian 
fish and livestock are exported to Viet- 
nam. But the main method of payment 
for goods from Thailand and Singapore 
seems to be gold and jewellery, hidden 
by the population before the 1975 
Khmer Rouge victory, and dollars re- 
mitted by Cambodians abroad. 


W hile the undeclared trade with Thai- 
land is conducted mainly through 
coastal shipping, Singapore-registered 
ships visit Phnom Penh at regular inter- 
vals to deliver supplies to international 
agencies operating in the country, as 
well as to private traders. Once every six 
weeks, a vessel owned by Argus Co. 
visits Phnom Penh carrying goods for 
Unicef, as well as privately owned mer- 
chandise. Another ship, Mekong Ven- 
ture, operated by Singapore-based 
Thaipore Shipping, also berths at 
Phnom Penh regularly, off-loading mer- 
chandise ordered by the government. 
The value of undeclared trade with 
Singapore in 1985 is estimated by inter- 
national agency sources at US$2 million. 

Some of Cambodia's industry has 
been restored with foreign help but — 
like the country itself — its future is un- 
certain. The Tuol Kok textile factory, 
the largest of six textile factories in 
Phnom Penh, is idle three davs a week 
because of power-supply problems. Of. 
its 326 old looms, only 230 are working. 
Since August 1985, 100 new looms from 
Czechoslovakia have increased produc- 
tion by 30%, but supply of cotton yarn 
from the Soviet Union and Vietnam is 
erratic. A factory official said ruefully: 
"We lack chemicals, oil, spare parts and 
electricity." 

The Takhmau tire factory, which has 
its own generator, is better off but its 
productivity is held down by the limited 
supply of latex and a shortage of spare 
parts. 

One 


of the 


notable achievement 


ir 








Heng Samrin government is the restora- 
tion of the education system, which was 
methodically destroyed in the Pol Pot 
years when thousands of teachers were 
exterminated. With international aid, 
especially from the UN, the govern- 
ment has been able to place 1.7 million 
children in primary schools and 11,000 
in secondary schools, though standards 
remain very low. The number of school 
teachers has increased from 5,000 in 
1979 to 45,000. 

Cinemas have reopened, featuring 
Soviet and East European films. Phnom 
Penh TV is also back, broadcasting four 
days a week for two hours a day. On 
other days, people watch Vietnamese 
TV, transmitted from Can Tho. 

However, the improvements do not 
hide the anxiety among Cambodians 
over the military draft, forced labour, 
increasing insecurity and, above all, the 
uncertain political future. “I fear the 
Vietnamese will never leave,” whis- 
pered a low-level civil servant, reflect- 
ing a widespread apprehension. But the 
more immediate threat is the re- 
surgence of Khmer Rouge activity. 
While some Khmer Rouge boasts of 
military success — such as the alleged 
destruction of aircraft and fuel, and an 


ammunition dump. at.Phnom Penh's | 


Pochentong airport, or attacks on the 
city’s markets — are fabrications, there 
has been an increase in the rebels’ hit- 
and-run attacks. 


The rebels 
re-group 


Khieu Samphan seeks to 
strengthen anti-Hanoi coalition 





By John McBeth in Bangkok 

nity has become a popular word in 

the eloquent multi-lingual vocabu- 
lary of Khmer Rouge leader Khieu 
Samphan. He used it time and again at 
an unprecedented press. conference in 
Bangkok on 25 April in what diplomatic 
sources view as an attempt to strengthen 
the viability of the tripartite anti- Viet- 
namese Democratic Kampuchea coali- 
tion. 

This comes as no surprise, In the past 
six months, the two non-communist co- 
alition factions — the Khmer. People's 
National Liberation Front (KPNLF) 
and the group led by Prince Norodom 
Sihanouk — have been beset by internal 
bickering, and hardline elements within 
the Khmer Rouge have continued to in- 
cite armed clashes with their numeri- 
cally inferior allies. 

Western analysts suggest that the co- 
alition's 17 March proposal for a settle- 
ment of the Cambodia problem, though 
scorned by the Vietnamese, was A start- 











Although government officials 
routinely dismiss reports of Khmer 
Rouge attacks, Vietnamese sources 
acknowledged that Khmer Rouge 


| groups of 20-30 fighters, and sometimes 


as many as 100, have been conducting 
limited-scale attacks near ciues, mining 
roads and mounting ambushes. 


|: mid-January, the Khmer Rouge at- 
tacked a town in Prey Veng province 
and, in February, an attack on an or- 
phanage in Svay Rieng province de- 
stroved a workshop, though residents 
escaped unharmed. In late February. 
the Khmer Rouge burned down the 
market in Kompong Speu, capital of the 
province of the same name. According 
to a report circulating in Phnom Penh, 
Khmer Rouge units also attacked the 
country's second most important city, 
Battambang, in late March. 

In response to the attacks and, in 
particular, out of fear that the Khmer 
Rouge might try to infiltrate Phnom 


Khieu Samphan (ieft) and leng Sary: stressing unity. 


| on a more constructive footing. Sam- 


phan, who is coalition vice-president in 
charge of foreign affairs, is playing an 
increasingly prominent role as coalition 
spokesman, deflecting attention away 


| from non-communist squabbles, while 
| at the same time earning for himself a 


higher diplomatic profile. In the past, 
most of the coalition's international lob- 
bving was done by the two non-com- 
munist faction leaders, coalition presi- 
dent Sihanouk and prime minister Son 
Sann, who also is leader of the KPNLF. 
Cooperation in the field does seem 
to have improved in the past two or 
three months, even if it has been con- 
fined to Khmer Rouge units under 
Samphan and Khmer Rouge deputy 
prime minister leng Sary (REVIEW, 
6 Mar.). Although it is not possible to 
substantiate many of the details, the 
three coalition factions claim to have 
carried out their biggest combined oper- 
ation in late March, when a regiment- 


ing point in trying to put the resistance | sized force struck al Battambang, Cam- 








Penh and attack the capital from i 
suburbs, the government has beg 
mobilising workers from governmer 
ministries, hotels and other enterprisc 
to remove shrubbery from around the 
city. In other moves, many villages #4 
Kandal, Kompong Speu, Prey Vengi 
Svay Rieng and Kompong Cham pre 
vinces have built bamboo stocka 
fences around them in the style of t 
old strategic hamlets in Vietnam. 

In Phnom Penh, a curfew is in fore 
from 9 p.m. to dawn. In places such a 
Kompong Chhnang city, curfews begie 
as early as 6 p.m. In recent months, the 
government has clamped down on fom 
eigners travelling very far from Phnor 
Penh, and it is becoming difficult to gc 
permission to visit the provinces. 

However, the tightening of securit 
does not mean an across-the-board de 
terioration of security. It seems to ebs 
and flow with the incidents of Khme 
Rouge attacks. One week foreign vi 
ors may find themselves ringed 
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bodia’s second largest city. Intelligen 

sources say it was not quite on the 
scale, but it did involve multi-pronge 
ground probes on an arc north of Bay 
tambang that stopped short of penetra 
ing the city itself. 


n 9 April and again on 11 Apri 

Khmer Rouge guerillas and up 1 
three companies from Sihanouk's Arme 
Nationale Sihanoukiste ( ANS) are sai 
to have taken part in joint operation 
against Vietnamese positions 70 mik 
northwest of the Siem Reap provinci. 
capital. Five days later, ANS forces pr« 
vided flank security in a second Khm: 
Rouge strike against Battambang an 
its nearby airfield. The Vietnamese rı 


| sponded by bombing targets in the su 


rounding countryside. 

Other joint operations have been r 
ported by the KPNLF as taking place 
about the same time, but it is clear th 
both non-communist factions still hay 
only a limited. number of fighte 
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uards as they travel, but in another 
hey might experience less obvious con- 
cern for their safety. 
The Soviets are 
than Western voluntary-agency work- 
ers. Having lost a number of Soviet 
technicians in Khmer Rouge ambushes. 
Moscow has withdrawn most of its per- 
sonnel from the provinces. It dropped 
lans to rebuild a cement factory in 
ampot province when the government 
refused to provide regular helicopter 
transport to Soviet technicians travel- 
ling between Phnom Penh and Kampot. 
Independent sources in Phnom Penh 
said that despite the continuing security 
problems, the government was not in 
danger. Hanoi even views the Khmer 
Rouge attacks — which do not result in 
heavy casualties on either side, though 
malaria takes a heavy toll on all combat- 
ants — as being a dark cloud with a 
silver lining as they tend to shake the 
vernment out of tts complacency. 


| 
| 


less adventurous | 


namese proverb quoted by one Viet- 
namese source: "If a finger is cut, one 
seeks out medicine." The Khmers, the 
Vietnamese feel, should become more 
aware of the potential danger posed by 
the rebels and make commensurate ef- 
forts against it. 

One worrying aspect of a Khmer 
Rouge attack on a district town in Prey 
Veng province in January was the reluc- 
tance of villagers to alert Phnom Penh 
or the Vietnamese about the presence 
of Khmer Rouge units in the area. 


Sg Vietnamese believe that the 
villagers’ apparent connivance in 
the attack was due to the Khmer Rouge's 
tactic of pointing out that the Khmer 
Rouge would still be around after the 


|, Vietnamese had left in 1990 — Hanoi's 


This view was reflected in a Viet- | 





operating deep inside the country — 
perhaps no more than 2,000 at any one 
time, usually reliable informants said. 


| 


The non-communist factions have com- | 


plained in the past that in comparison 
with the Khmer Rouge. who they claim 
receive gold from the Chinese, the non- 
communists do not have the financial 
resources to sustain large numbers of 
men in the field for long periods. 

There is little evidence to suggest 
that joint operations extend to areas 
controlled by Khmer Rouge supreme 
leader Pol Pot and his lieutenant, Ta 
Mok, whose forces have been singularly 


uncooperative in their approach to the | 


non-communist factions. Asked about 
Khmer Rouge attacks on their allies, 
Samphan said: “First of all we need a 
great national union and we do need the 
support of the whole international com- 
munity for the survival of our nation. 
From this period of time, I myself did 
not receive any reports of clashes 
among our three forces. On the con- 
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^fnamese troops leave Cambodia: no solution in sight. 


target troop-withdrawal date — and 
were no longer around to protect them. 
The Heng Samrin government's failure 
to convince people that the Vietnamese 
would not leave if the rebels still posed 


trary, the reports we receive are of bet- 
ter and better cooperation among us.” 
However, on the question of Ta Mok 
— the Khmer Rouge's northern com- 
mander and chief of general staff, 
whose units have been involved in sev- 
eral incidents with the KPNLF and the 
ANS — Samphan said: “Ta Mok is a 
patriot. He can understand what the 
supreme interests of the nation re- 
quire. That is to say he can understand 
quite well the need for a great national 
union, a union of our three forces.” 


he Thats are understood to have 
been informed privately that Ta Mok 
is unmanageable — “a wild elephant” — 


_ and that he is only willing to take orders 


from Pol Pot, not coalition defence 
minister Son Sen who officially became 


| commander-in-chief of Khmer Rouge 


forces last vear. On that score, Sam- 
phan said: "Pol Pot is not commander- 
in-chief. He was replaced by Son Sen 
and is now in charge of our national in- 





any great danger to the country, is seen 
by Vietnam as the main reason for the 
villagers’ cooperation with the enemy. 

One of Hanot’s principal worries is 
the continuing inability of the Heng 
Samrin regime to grow strong and man- 
age things on its own. Its presence in the 
country outside Phnom Penh is mini- 
mal, with huge chunks of the country 
described by East European sources as 
no man's land. 

It is difficult to verify claims by West- 
ern analysts that the desertion rate 
among Phnom Penh's forces is high. But 
socialist sources in the capital concede 
that the government is having difficulty 
maintaining discipline and, above all, 
motivating its soldiers to fight. This is 
one reason the government has ex- 
tended the period of conscription from 
three to five years. 

In mid-February, the army news- 
paper, Kangtoap Padovat, admitted 
that *a small number of units still do not 
have a clear understanding of their role 
and duties. They have not yet firmly 
built their forces and cannot be properly 
used . . . More importantly, cadres in 
these units still possess inadequate rev- 
olutionary character." The newspaper 
called on soldiers to develop "good 
character and revolutionary discipline." 

Recently, the government has begun 
sending people from various ministries 
to the provinces for stints of up to three 
months. Their job is to establish liaison 


stitute for gathering experiences in our 
national defence. He is always in Cam- 
bodia and is in good health." 

Although there may be differences 
within Khmer Rouge ranks, some dip- 
lomatic observers believe pressure is on 
the coalition from both China and Thai- 
land to achieve a greater degree of 
unity. They feel that while Pol Pot and 
Ta Mok may have more than 50% of 
Khmer Rouge forces under their com- 
mand, Samphan has the firm backing of 
Peking in whatever he does. 

Samphan, who appeared at the press 
conference with representatives of the 
non-communist coalition factions and 
Democratic Kampuchea Ambassador 
to Peking Chhan Youran, repeatedly 
stressed the importance of standing to- 
gether. 

“We have no alternative but to be 
united,” he declared. “The three fac- 
tions are now united in our struggle and 
in future there may be other forces,” an 
apparent reference to possible mass de- 
fections by Heng Samrin forces. “If, 
however, we forget the lessons of the 
present situation, it will be the death of 
not only one or another of the factions, 
but the vanishing of the Cambodian 
nation itself.” 

What remains to be seen is not only 
whether ——— genuinely believes 
that himself, but whether the message 
also gets through to his more intransi- 
gent colleagues. o 





Tu Miu cO omini. desino oy 





- adii im NEL a «ur 


NT 7 








he Khmer Rouge. 

However, one of the methods under- 
taken by the government fo increase 
security and obtain mass participation 
| in the country's defence has caused re- 

sentment. Thousands of civilians — ac- 
cording to Cambodian Vice-Foreign 
Minister Kong Korm the number at one 
stage was 10.000 — have been taken to 
the Thai border to dig ditches and build 
a defence wall. The project has exposed 
workers to malaria and to anti-person- 
nel mines left behind by guerillas, 
The border-defence work is consi- 
dered foolhardy by Western military 
| specialists, who cite the axiom that no 
line of defence is viable if it is not co- 
vered by fire. “Itis only a matter of time 
before trained troops cross that defence 
line," a Western military expert said. 
. Kong Korm strongly defends the 
border work as "the fundamental de- 
fence for the Kampuchean motherland, 
which could end the history of aggres- 
„ston from Thailand." Asked about forc- 



















































them to malaria and the mines, he said: 
."[These claims were] just part of the 

psychological warfare que by the 
enemy. Actually our people are volun- 
"teering to do such work. They are 
courageous enough to make sacrifices 
for such work as other people and sol- 


- malaria even though they do not go to 
i^ the border. Even those not going to the 
|. border get their legs blown off — in traf- 
© fic accidents or travelling by train. So 
to that’s not a reason for our people to be 
reluctant.” 


activity — especially in the eastern 
part of the country, which had been re- 
Jatively secure until this vear — the 
` Vietnamese are confident. The success- 
- ful 1984-85 dry-season campaign against | 
the rebels’ bases along the Thai border 
. has crippled the Khmer Rouge's ability 
. to maintain their supply lines to the in- 
 terior. However, the resistance appears 
| to be getting food for its troops in ex- 
j|. change for medicine, monosodium 
j glutamate and gold. 

The Vietnamese also draw comfort 


being forced to depend more heavily 


troops as the ranks become depleted 
from combat and disease. A Vietnam- 
ese source said the most reassuring 
factor is their lack of politicisation. 
"The Khmer Rouge, fortunately, are 
not like the Vietcong," he said. imply- 
ing that they are not engaging in politi- 
cal work. 


whether some sabotage and commando 
attacks have been mounted with the co- 
operation of former Khmer Rouge 
troops, wt rlier had surrendered to 
the Heng S: government, Officials 


— 





idministrators and the. 
pital to prevent local collusion with: 


from the fact that the Khmer Rouge are | 
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ing civilians to do the work and exposing | E 


diers have been doing. Some people get | Mà 


Dor the increase in Khmer Rouge | @ 


claim that in 1985, 4,700 Khmer Rouge 
troops surrendered. A Vietnamese. 
source, who said the number of such de- - 


fections had doubled in 1985 from 
did not rule out collusion. 





The practice of allowing defectors to i 


return to their native villages without 
having to go through re-educatior 
screening is not welcomed by the Viet 
namese, but it is accepted with resigna- 
tion. "Maybe this is the way the Khmers 
will achieve reconciliation," a source 
said. The notion that Cambodians are 
tired of war and would like to see an end 
through compromise is gaining credence. 
While à war-weary population may 
be ready for reconciliation with Khmer 
Rouge foot soldiers and willing to ig- 
nore them when they come into their 
villages. long-time Western residents in 





Phnom Penh say it is still hard to find 
anyone who would accept a Khmer 
Rouge government. 

Hanoi's pledge of total withdrawal 
by 1990 nomalstancmne: the Vietnam- 





| Heng Samrin. 
ese are determined not to let the Khmer 
Rouge take power by default. A senior 
Vietnamese official told the REVIEW 
that if after the Vietnamese withdraw 
the Khmer Rouge managed to seize a 


| district, Hanoi would leave it up to the 


than ever on young, inexperienced | 


drawal, 


Heng Samrin government to recover it. 
But if it looked as though a province 
would be lost, the Vietnamese army 
would come back in to fight. 
Asked what his government would 
do if the Khmer Rouge resistance con- 
tinued after the Vietnamese with- 
Kong Korm said: “If the other 
[non- government] groups of the Khmer 
opposition have the right to receive sup- 
port from other cou ntries against us, we 


| also have the right to receive support 


There has been speculation over | 


from friendly countries for our national 
defence — especially the support we are 


receiving in accordance with the treaty 


of peace, friendship and cooperation 


[with the. Vietnamese] signed in Feb- 
 ruary 1979." 


| guard duti s are shared by 10 Heng 


_off Khmer Rouge infiltration routes inf? 


Heng Samrin units play 
greater role on border | 







hile it is difficult to judge how e 
fective the Vietnamese militar* 
campaign against. Democratic Kam. 
puchea coalition forces in Cambodia 
interior has been during the current d 
season, the situation along the Thai bor. 
der has been relatively quiet. But whas 
has captured the attention of obser ere 
is the disposition of Hanoi's forces 
which jends to suggest that in carryi 
out sweeps against resistance forces in. 
side the country, the Vietnamese: 
having to rely on under-trained and le 
reliable units of the Heng Samrin go 
ernment along the frontier. 
In the 200-mile sector between ' 
KPNLF headquarters of Amps 
to the west of Sihanouk * 
frontie- 



















and a poin 
abandoned Green Hill base, 





battalions — most of then 
gth — and only five Viet. 
talions. Ts e only regula: 

| $: jose to. >the 











ind the "Ar 
7: at. Regiment, which ies x 
th t iai the base. E 








iest concentration of comm 
‘S appears to bein the formes 






intelligence sources count 10. ud 
Samrin battalions and six Vietnames? 
infantry and two artillery battalions... 

Further south the picture changes 
Around Pailin and beyond into th 
Matoek River valley, security rests. en 
tirely with the Vietnamese — evident 
of their priority concern in trying to chok 










the Cardamom mountains and a vote a 
: idence in the ability of Hen 
n units to play a serious role. — 
North of Pailin, in a 75-mile-widi 








_ strip stretching from the border inlan: 


towards Battambang city itself, are thre 


regiments, backed by artillery. The mos 
southern sector, which cuts throug! 


: neighbouring | Pursat and Koh Kon 


provinces, remains the responsibility o 
the 339th and 4th divisions. 

Some of the action along the borde 
in the past few months has centere: 
around j Pailin and the Matoek, bu 

obably the heaviest fighting has take: 
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Ruling the waves 


New Indian base extends move towards more sea power 


By Mohan Ram in Port Blair, Andaman Islands 


he strategically located naval base 

being built by India on Great Nico- 
bar Island — separated from Indonesia 
by less than 80 nautical miles — under- 
lines India's drive for a multi-role, blue- 
water navy. 

Although no details are available as 
to what the facility includes, what it is 
costing or its building schedule, it is 
almost certain to include a submarine 
facility and a naval air strip. 

Since independence in 1947, per- 
ceived military threats have been from 
across the country's land borders. De- 
fence has as a consequence been land- 
and air-oriented, with sea power rele- 
gated to a lesser position, as southern 
India is free from the tensions of con- 
frontation. 

The Indian Navy found an opera- 
tional role for the first time in its 1971 
war with Pakistan. In the north Ara- 
bian Sea it could obstruct effectively 


Pakistan ships heading for Karachi, and | 


in the Bay of Bengal it could seal off 


East Pakistan (now Bangladesh) to | 


block Pakistani reinforcements and 
could bomb airfields and destroy Pakis- 
tani ships. 

But the 197] war also witnessed for 
the first time the presence of an external 
force in the vicinity of India. A task 
force from the US Seventh Fleet, 
headed by the nuclear-powered aircraft 
carrier Enterprise, entered the Bay of 
Bengal mainly for the purpose of re- 
straining India and boosting Pakistani 
morale. 

Although the US task force failed in 
its objectives, Indian thinking in favour 
of a blue-water role for the navy got a 


DIPLOMACY 


new fillip. India began seeing its own 


security environment affected by the | 


big-power rivalry in the Indian Ocean. 
Between 1980 and 1983, Diego Garcia 
expanded as a US naval and air base and 
two aircraft-carrier battle groups were 
deployed. 

Of particular significance is the 
explicit reference, for the first time, in 
the 1985-86 annual report of India's De- 
fence Ministry to the [Indian Ocean situ- 
ation. It bears recollection that major 
theatres of international tension — 
namely southern Africa, the Horn of 
Africa, the Middle East and Southeast 
Asia lie along the rim of the Indian 
Ocean. India cannot but feel concerned 
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about these developments in its neigh- 
bourhood. because of its peninsular 
geography and the course of its recent 
history, the report says. 

Defence experts point out that it is 
not as if all the outside naval powers ac- 
tive in the Indian Ocean are unfriendly 
to India. The Soviet Union is an Indian 
treaty ally. France, which is second only 
to the US in terms of its deployment in 
the Indian Ocean, is a good friend. So 
the outside naval presence does not au- 
tomatically mean a threat to India. But 
the possibility of a threat exists and no- 
thing can be taken for granted. 

India is a strong advocate of a de- 
militarised Indian Ocean, but those who 
plan India's strategy see little chance of 
the ocean becoming a zone of peace. On 
the other hand they see the increasing 
possibility of a zone of conflict there. So 
any littoral state in this scenario can 
overcome the situation through internal 
strength and stability, economic dev 
lopment and self-reliance — and a n 
strategy to provide effective and credi- 





Non-aligned on ice 


Movement foreign ministers reject Antarctica Treaty 


By Mohan Ram in New Delhi 


Me among the 102 member 
nations of the non-aligned move- 
ment over Antarctica showed up at a 
meeting of non-aligned foreign minis- 
ters here in April, when the interests of 
countries which are not signatories to 
the 1959 Antarctica Treaty collided with 
those who have signed it. 

Malaysia's rejection at the meeting 
of the self-appointed right of the treaty's 
18 signatories, including India, to take 
all decisions on Artarctica underlined 
the conflict. In the end, a patch-work 


{| 
* 
^ 


formulation produced jointly by Malay- | 


sia and Argentina was accepted for in- 
corporation in a draft political declara- 
tion to be presented at the next non- 
aligned summit, to be held later this 
year in Harare, Zimbabwe. 

Antarctica was mentioned in a politi- 
cal declaration coming out of the 1983 
non-aligned summit in New Delhi — 
mainly because of a Malaysian initia- 
tive. The declaration called on the UN 
to undertake a comprehensive study of 
Antarctica, with a view to widening in- 


ternational cooperation in the area. 
This was based on the view that indi- 
vidual countries, especially the big pow- 
ers, should be discouraged from using 


| treaties such as the one on Antarctica to 


exploit maritime and mineral resources 
in Antarctica and similar areas. 

The UN resolution that followed the 
non-aligned movement declaration was 
a diluted version of the movement's 
proposal, which avoided any reference 
to international cooperation. It merely 
called on the UN secretary-general to 
launch à comprehensive study of An- 
tarctica, taking into account the Antarc- 
tica Treaty system. 


The has been a gradual shift in 
India's stand on Antarctica. It had 
originally declined to sign the treaty be- 
cause of its view that Antarctica should 
be treated as the “common heritage of 
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itsnationalinterests. — "7 
— So India's strategic planners see the 
Indian Navy's role as extending beyond 
protection of the 6,000-km mainland 
coastline and India's scattered island 
territories — the Andaman-Nicobar ar- 
chipelago in the Bay of Bengal and the 
Laccadive-Minicoy group in the Ara- 
bian Sea. The role includes protection 
of an expanding maritime trade 
which accounts for 97% of all Indian 
foreign trade — the offshore ocean 
wealth (oil, gas and fishing) and deep- 
sea activity, including seabed mining. A 
blue-water navy is needed to protect 
India's own interests and not to fight 
some other navy, planners contend. 





po has a two-fleet navy and it is the 
only one in Asia to have an aircraft 
carrier — the Vikrant, formerly the Bri- 
tish carrier Achilles. With the acquisi- 
tion of HMS Hermes, Britain's flag-ship 
b the Falkland's war, India's eastern 

eet based in Visakhapatnam will also 
liave an aircraft carrier. The navy's pre- 
sence in the Andaman-Nicobars ar- 
chipelago is now limited to Port Blair. 
650 nautical miles from Visakhapat- 
nam. | 

The new base in the sparsely popu- 
lated Great Nicobar Island, close to the 
Malacca Straits, and the general Indian 
naval presence in the Andaman- 

icobar region, which is closer to 

rma and Thailand than to India, is 
justified as being necessary to defend 
Indian economic interests in the Bay of 
Bengal. A third of India’s economic 
zone area lies in the bay. It will enhance 
the Indian Navy's capability vis-a-vis 
the tense Indian Ocean situation be- 
cause of its proximity to one of the tradi- 
tional strategic choke-points — the 
Malacca Straits. 

In contrast, on its western coast, 
India has nothing comparable to the 
"Andaman-Nicobars. Bombay, Goa and 
“ochin are the bases for the navy. A 


mankind," to be supervised by the UN 
on behalf of all nations. : 

India — which sent its first expedi- 
tion to Antarctica in 1981 and has since 
sent four more to its permanently man- 
ned station there — signed the treaty in 
1983, gaining consultative status at the 
same time. New Delhi has justified its 
decision to sign the treaty with the argu- 
ment that by doing so it is now able to 
project its view and those of the non- 
aligned countries at meetings of the An- 
tarctica consultative committee. In the 
process, it has shed its earlier reserva- 
tions about the treaty — which expires 
in 1991 — and no longer regards it as 
exclusivist. It now views the treaty as 
having established Antarctica as a re- 
gion of — cooperation in the 
interests of all mankind. — 

But other non-aligned countries do 
not share this view. They argue that the 
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new base is being built at Karwar, be- | |. 


tween Goa and Cochin. The Laccadive- 
Minicoy island group is too far south of 
the north Arabian Sea where the Gulf of 
Hormuz is the choke-point and is too 
close to the Indian mainland. Neverthe- 
less, a naval base is being built there, 
though no island is big enough to permit 
a long runway of the kind being built on 
Great Nicobar. 

Work on the Nicobar runway has ac- 
tually been suspended for an indefinite 
period for unexplained reasons. Offi- 
cials will not say whether it has anything 
to do with unofficial Indonesian objec- 
tions to the project. 

India's maritime defence planning 
has a four-pronged approach — coastal 
and island protection, aerial maritime 
reconnaissance and attack, submarine 
warfare and blue-water patrol and con- 
trol. The Indian Navy is a strong force 
with a judicious mix of ships, sub- 
marines and aircraft. Its presence in the 
island territories, especially the Anda- 
man-Nicobars, will give it an added ad- 
vantage. 

Of late southern India has been 
looming larger with defence planners. 
The threat here could be by sea or air. In 
1984 a southern air command was 
created with headquarters in Trivan- 
drum near the southern tip of the main- 
land. Until then the peninsula came 
under the central air command with 
headquarters in Allahabad in northern 
India. The situation in the Indian 
Ocean, as India sees it, gives the south- 
ern air command a special relevance. As 
a corollary to this, some defence experts 
make a case for a southern fleet or a 
third fleet. 

The western and eastern fleets can 
take care of India's two flanks but the 
peninsula is becoming vulnerable, ac- 
cording to the Defence Ministry's an- 
nual report. A third fleet would put 
India's navy in the northern Indian 
Ocean which would make the Great Ni- 
cobar Island base doubly important. @ 


interests of mankind in Antarctica 
would be best protected through the 
UN and that no treaty member can 
claim a mandate to protect Third World 
interests. The draft political declaration 
the movement produced in New Delhi 
reflects this view. It reiterated the view 
that the interests of the international 
community in Antarctica can be en- 
hanced by keeping the UN fully in- 
formed of all developments there and 
that the UN should remain active on the 
question. 

It also said that any exploitation of 
Antarctica's resources should take fully 
into account the need to maintain inter- 
national peace and security there, pro- 
tect the area's environment and ensure 
that such exploitation should be for the 
benefit of all mankind. It also affirmed 
that all UN members have a valid in- 
terest in such exploitation. ü 
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Shrine stormed again 


Security forces raid Golden Temple to dislodge Sikh rebels 


By Salamat Ali in New Delhi 


ndian security forces stormed the 

Golden Temple at Amritsar in the 
troubled state of Punjab on 30 April to 
dislodge Sikh militants planning to 
create their own independent state of 
Khalistan. But compared with Opera- 
tion Blue Star in June 1984, when the 
Indian army had to use armour and 
artillery to capture the temple, the sec- 
ond assault was a tame affair. 

No hidden stores of weapons were 
discovered, no known terrorist was ar- 
rested and no resistance was encoun- 
tered. Around 12 other Sikh temples, 
raided simultaneously, vielded more 
weapons than the two ceremonial 
spears, one old rifle and one pistol seiz- 
ed at the Golden Temple from the 300 
devotees detained for interrogation. 

The latest raid was not followed by a 
repetition of the violent Sikh reaction 
that marked the 1984 raid, and so ap- 
ears to vindicate the accord Prime 
Minister Rajiv Gandhi signed in July 
L985 with the Sikh communal party 
Akali Dal, paving the way for its ascent 
to power in Punjab. This time, the as- 
sault on the temple was ordered b 
Akali Dal leader and Punjab Chief 
Minister S. S. Barnala, who was elected 
to the top political job in the state by 
Sikh voters. Repeating the words of as- 
sassinated prime minister Indira Gan- 
dhi, Barnala said he ordered the assault 
on the temple with “a heavy heart” only 
after he was left with no other option. 

Although the Golden Temple had 
been controlled by Sikh militants for 
several months and the extremists had 


ousted the head priests as well as mem- | 


bers of the statutory Sikh Temples’ 
Management Committee, Barnala had 
been avoiding the use of force to eject 
them. He knew that the entry of any 


force into Sikh temples would be consi- | 


dered sacrilegious by the Sikhs. His po- 
sition was made doubly difficult because 
of the reaction to the 1984 operation, 
which alienated the Sikh masses from 
the ruling Congress party and thereby 
enabled his Akali Dal party for the first 
time in its history to capture power with- 
out an alliance with any other party. 
Action was finally forced upon him 
by a militant declaration issued by a 
committee of five from the Golden 
Temple on 29 April. The committee, 
four of whose members are wanted on 
charges of murder and robbery, was 
created by the extremists to conduct all 
Sikh affairs. It announced the “begin- 


ning of the battle for Khalistan,” urged | 


recognition of the rebel Sikh state by the 
international community, promised the 
imminent creation of its first govern- 








ment and predicted that Khalistan's | 


"flag will fly over Delhi's Red Fort." 
Although Barnala has taken sole re- 
sponsibility for ordering the.raid, Am- 
rinder Singh, one of three Punjab minis- 
ters who resigned in protest against the 
move, said the operation was planned in 
New Delhi. He said he understood that 
on the day the Khalistan declaration 


| was issued, Minister of State for De- 


Sikh militants: violence continues. 





fence Arun Singh and Congress party 
vice-president Arjun Singh, secretly 
flew to the Punjab state capital of Chan- 
digarh to meet Barnala. The same night 
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arnala's chief ministershi 
isin no raner He is assured of full sup 
port from all the opposition parties, in 
cluding Congress, which jointly out 
number any dissidents. Barnala is alsc 
attempting to contain the revolt by 
promising cabinet berths and other luc 
rative political appointments to poten 
tial A sion However, there could be 
more resignations as well as othe) 
moves by his opponents aimed at bring 
ing about his downfall. 
In fact, the latest storming of the 
Golden Temple appears to have 
achieved little beyond creating ye! 


| another split within Sikh politics. The 
| operation failed to capture members ol 
the committee that declared secessior 


because they were warned in advance 


_ and had already slipped away. The daily 


the three visited Amritsar and then flew | 
on to New Delhi. Barnala returned to | that there will be retaliation for the rai 


Chandigarh the following morning, but 
was back in New Delhi on 1 May. 


| 
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“Everything was planned from New 
Delhi,” he said. 


he ministers who resigned have ac- 

cused Barnala of not taking the 
cabinet into his confidence. According 
to them, a cabinet meeting ended less 
than one hour before the operation 
began and Barnala did not inform it “on 
a matter which affects all of us individu- 
ally and collectively.” Barnala retorted 
that he was not obliged to inform his 
ministers of every decision he made. 

Predictably, Barnala is now faced 
with the threat of a splitin his Akali gov- 
ernment. Although his new adversaries 
claim the support of at least 40 of the 73 
Akali members in the Punjab state 
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tally of murders attributed to Sikh ex- 
tremists continues in Punjab, and in New 
Delhi the police have been placed on 
full alert because of fears in the capital 


There were severe repercussions 4 
lowing the first storming of the Golden 


P 





& 

tral i 
Temple. Sikh soldiers serving in the In- 
dian army mutinied and Sikh extremists 
were responsible for widespread bomb 
attacks on public places. The raid also 
resulted in the murder of Mrs Gandhi by 
two of her Sikh bodyguards. This is turn 
triggered the worst wave of communal 
violence since partition, in which street 
mobs turned their wrath on the Sikhs. 

The latest assault, however, did not 
immediately result in signs of mass Sikh 
resentment. A strike called by Sikh 
militants for 1 May, did not materialise 
and several sections of the Sikh commu- 
nity, especially those living outside Pun- 
jab who bore the brunt of the earlier 
carnage, welcomed Barnala’s action. It 
is too early, however, to assert that the 
latest assault has passed off with nothing 
more than a whimper and most obser- 
vers expect continuing acts of terrorism 
by Sikh separatists. ü 
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The good old days: 


lrate boss: "Where's Pilkington!?" 
Worried secretary: “/ don't know, Sir. 
He's not in his office" 
\ngrier boss: “/ don't care! 
I want him now! The customer's 
waiting for an answer!” 
Forlorn secretary (running down 
corridor): "Yes, sir. I'll see 
what I can do^ 


Nearly as fast as thought transfer 


MINIFON* - made by ANT Tele- 
communications, West Germany's 
largest producer of radio paging 
systems. 


MINIFON - a flexible equipment 
family with solutions for almost any 
situation - opens up new horizons 
in direct person-to-person communi- 
cations. Up to 10,000 handheld 
pagers for on-site paging, where 
each employee can be contacted 
directly from any telephone or any 
pager. The inbuilt LCD displays 

- coded messages indicating what 


l 
gueemtoeure sur 
- - dili 4 LER ZRRSSEABAAME .. $59 


Make frien 


CUm di T Sa — f 


high technology 


The modern office: 


Calm boss: "Where's 
Mr. Pilkington, Mary ?" 
Cool secretary: "He's not 
in his office, but I'll 
page him. Just a 
moment, please...” 
Pilkington: “Pilkington here...” 


immediate action is to be taken 
(customer-specific code). Messages 
can even be sent to the engineer 
from machinery which has devel- 
oped a fault. 


MINIFON - the versatile form of in- 
company communication. It's nearly 
as fast as thought transfer. 


ANT Telecommunications — we have 
the technology of the future backed 
by our own research and develop- 
ment. And many years of experience 
to meet your communications re- 
quirements. 



















Telecommunications 


ANT Nachrichtentechnik GmbH 
GerberstraBe 33, D-7150 Backnang 
Fed. Rep. of Germany 

Tel. (7191) 13-1, Telex 7 24 406-0 


Agencies and representatives in 
75 countries all over the world 
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| A case for vigorous 
operations in Punjab 


G iven the acute hindsight that is the 
| “A endowment of so many commen- 
| tators, it should not be surprising that 
= the Sikhs in India and elsewhere do not 
| regard their fight for statehood as being 
| anywhere near finished. Prime Minister 
| Rajiv Gandhi has tried hard to exercise 
| the main components of governmental 
. power against insurgents by maintain- 
. ing a show of force while concurrently 
| negotiating with moderates. It is unfor- 
| tunate that moderates are themselves at 
| the mercy of extremists — indeed prob- 
- ably more so than governments and the 
| forces of law and order. 
| The history of the Sikhs is rich in 
.| examples of intransigence on the part of 
| those who would rule them as well as by 
| the Sikhs themselves. The "Canadian 
| connection" of the Sikhs goes back to 
. the beginning of this century. In 1907 
. the agitators Lajpat Rai and Ajit Singh 
. attempted to foment rebellion against 
. the British in Punjab and achieved some 
. success in their efforts. But many Sikhs 
. in India, for reasons of pragmatism, ig- 
| norance or complacency, were loyal to 
| the Raj. Nevertheless, there was consi- 
| derable unrest in the region and the os- 
| tensible cause of such activity was the 
F restrictive Canadian immigration legis- 
. lation. 
. In the early years of this century 
many adventurous Sikhs sought to 
emigrate to Canada and the US as well 
. às to eastern Asia. Their reasonable 
| criticisms of the Canadian immigration 
. laws were used to create general unrest, 
| and the Ghadr Party, which had rep- 
| resentation in Hongkong and Shanghai 
| as well as in North America, was 
| energetic in using such complaints to 
| focus on the drawbacks of British rule 
| rather than on the root cause of discon- 
| tent. In 1914 a Sikh delegation from 
| Canada met the Viceroy to put the case 
| against the Canadian authorities, but its 
E members were also instrumental in set- 
j 
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— ting up a series of revolutionary cells in 


f 


Punjab that were to take a major part in 


l action against the Raj. 
= A contemporary description of Sikh 
| militancy gives some indication of what 
| they achieved — and is a sad commen- 
| tary on how little matters have altered in 
. 70 years: “All over central Punjab 
| police were murdered; loyal citizens, 
| especially Sikhs known to be assisting 
. the authorities, were shot down or kill- 
| ed by bombs; gang robberies, some- 
| times with murder, of wealthy Hindus 
| were carried out to raise funds for the 
cause; several attempts were made to 
| derail trains or blow up bridges; fac- 
.| tories for the preparation of bombs 
j ^e) - ( 


were established in various places . . ." 
All that is needed is mention of scooter 
murders to bring that portrayal 
thoroughly up to date. 

After World War I came the appal- 
ling 1919 massacre at Amritsar, in which 
the British Gen. Dver ordered his force 
of 25 Gurkhas, 25 Sikhs and 25 Field 
Force Rifles to open fire on à crowd of 
demonstrators, killing some 400. This 
exhibition of force resulted in tempor- 
ary cessation of demonstrations 


throughout the country and the parallel 
with the attack on the Golden Temple in 
1984 is hard to resist. 

The Amritsar killings were followed 
by attempts at conciliation by the Vice- 


roy, Lord Chelmsford, which included 
compensation for the relatives of the 
victims, but, as Gandhi is now discover- 
ing, conciliation in Punjab can be re- 
garded as a sign of weakness. If govern- 
ments wish to come to terms with those 
whom they regard as extremists or 
revolutionaries, then there is little point 
in negotiating if such action is not com- 
plemented by the political will and the 
military capability to impose curbs and 
selective pressure on dissidents. 


he British, of course, had the added 
complication of the Freedom Move- 
ment as a whole with which to contend 


during the inter-war period. Their vacil- 


Brian Cloughley is a senior Austra- 
lian army officer. 
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lation between application of force (in 


whatever proportion) and vain attempts 
at dialogue was caused in large part by 
recognition that India was inevitably 
going to achieve independence in the 
near future. The Sikhs were but one ele- 
ment in the fight for freedom, but even 
then were resolute in their attempts to 
achieve recognition as a nation as dis- 
tinct from an integral part of a homo- 
geneous state. 

In 1932 the Sikh/Hindu/Muslim 
Unity Conference at Allahabad broke 
up after “undignified squabbling,” and 
thereafter the sporadic violence in Pun- 
jab was contained — until partition. 

Since the 1930s the Akali Dal pag 
has flirted with the concept of Sik 
nationalism. 

In 1946 Sir Stafford C rips summed 
up the Sikh and Punjab problems 
(which were and are inextricably doug 
together) as arising “not from anyone 
underestimate of the importance of the 
Sikh community but from the inescap- 
able geographical facts of the situation 
... it will be seen that what they demand 
is some special treatment analogous to 
that given to the Muslims. The Sikhs, 
however, are a much smaller communi- 
ty and are not geographically 
situated so that any area as yet devised 
— I do not put it out of possibility that 
one may be devised in the future — can 
be carved out in which they would find 
themselves in a majority.” His words 
are still relevant, but neither the British 
Government at the time of partition, 
nor subsequent Indian administrations 
— until the arrival of Rajiv Gandhi — 
attempted to solve the problem in a 
manner acceptable to the Sikhs and to 
the nation as a whole. 

Indian Punjab was formed and in- 
cluded a large portion of Sikhs and Hin- 
dus who fled from Pakistan. The new 
Indian state's mixture of Hindus ar. 
Sikhs coexisted uneasily for a time, fol- 
lowing their shared trauma, but in 1948 
the Sikh leader Tara Singh declared that 
“we want to have a province where we 
can safeguard our culture and our tradi- 
tion” — and so the stage was set for the 
eventual confrontation with indepen- 
dent India. 

India simply could not and cannot af- 
ford to grant larger measures of au- 
tonomy — never mind independence — 
to any of its groups of peoples because 
in that direction lies fragmentation of 
the country. Were Punjab to obtain 
even semi-independence then the way 
would be clear for the Nagas, the 
Tamils, the Muslims and who knows 
who else to attempt to secede from the 
union. 

Religion and language are powerful 
determinants of violence. In Punjab, 
India has to content with both — and 
with the will of some powerful, un- 
scrupulous and charismatic people who 
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Slay on the susceptibilities of the guile- 
ess majority. 

During the 1950s and 1960s Punjab 
Was riven by disturbances of which the 
main morchas, or semi-peaceful dem- 
»nstrations, took place in 1955 and 

960-61. The idea of a morcha is to ob- 
ain concessions by deliberate violation 
ef the law in a similar fashion to the 
«it yagraha tactics used so effectively by 
pe Freedom Movement in the days of 

e Raj. It must, indeed, have been dis- 
oncerting for the central government 
© have such activity directed against in- 
lependent India in the same manner as 
tad been used by so many of its mem- 
bers against colonialism. 

But India did have an opportunity to 
ome to terms with the Sikhs in the 
950s when then prime minister Nehru 
et up à commission to examine the 
juestion of reorganisation of the states 
so that the welfare of each constituent 
init as well as the nation as a whole is 
HS The committee's report 
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published in 1955 and noted that: 
Ve realise that important sections of 


he Sikh community seem to nurse a | 


ense of grievance and seek its redress in 
| Punjabi-speaking state of their con- 
eption," but that its recommendation 
to. merge Punjab with Himachal 
'radesh and the territories of Patiala 
nd east Punjab states, or PEPSU) was 
the least unsatisfactory of several un- 
atisfactory alternatives.” In the event, 
nly PEPSU was included in the new 
tate, and the “sense of grievance” re- 
nained intact. 


espite the 1966 decision to divide 
the state into the entities of present- 
ay Punjab and Haryana, the activists 
i untained their resolve to achieve a 
holly Punjabi-speaking Sikh state, and 
btained concession after concession by 
irect and indirect action. The central 
overnment ignored the fact that the 
anting of concessions only leads to 
b claims which must inevitably 
minate in presentation, in one form 
r another, of the original maximum de- 
yand. 

The sequence has been witnessed by 
olonial powers as well as by nations 
ith minorities, be these political or 
thnic. If a cause exists, no matter how 
onvoluted, curious or specious — and 
iere are charismatic agitators willing to 
azard their lives and those of their 
dherents in fofcing governments back- 
ards, step by step — then the ex- 
'emists can win. But if a government is 
ble to construct a subtle amalgam of 
ce and dialogue that will separate the 
xtremists from the masses, then the 
hances are that the cause will wither 
nd die. Unfortunately, in the process, 
ic extremists will ensure that many 
eople will die also. 

andhi has demonstrated consider- 
ble courage in his attempts to solve the 
ikh problem and it is unfortunate that 
ie Mathew Commission, set up last 
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€ There is a lesson in the 
Punjab troubles for all 
countries facing dedicated 

terrorists. It is simple: do not 

negotiate from weakness. 9 






vear as part of his accord with the late 
moderate Sikh leader Sant Harchand 
Singh Longowal, was unable to make 


acceptable recommendations which 
would have led to resolution of the trou- 
bles in a timely fashion. What has hap- 
pened, of course, as a result of inconsist- 
ency in the terms of reference, is that 
the militants have been given a breath- 
ing space in which to regroup militarily 
and to reassess the political conse- 
quences of further terrorist action. 

Of some considerable longer-term 
importance is the fact that the Hindu 
militant organisation, Shiv Sena, has 
surfaced as a would-be “protector” of 
Hindus in the state. The parallel be- 
tween Britain's problems with the Irish 





Republican Army and the emergent 
Protestant thugs in Northern Ireland is a 
reasonable one. 

Even with more than 60,000 police 
and paramilitary elements in Punjab, 
the assassination of moderate Sikhs 
continues, Gandhi has stated, correctly, 


| that the violence is “specifically an at- 


tack on the integrity and unity of India," 
but his reluctance to employ regular 
troops in combating such an attack is re- 
grettable, if understandable. The army 
is trained to kill; quickly and efficiently. 
It is not the prime or initial means that 
any government should employ to 
counter internal violence. But there 
comes a time, as it did in 1984, when 
swift and ruthless action is required if 
the integrity of a nation is not to be sac- 
rificed on the altar of reasonableness. 
There is a lesson in the Punjab trou- 
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They have given ample evidence of their 
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bles for ell countries facing dedi ted 
terrorists. It is simple: do net negotiate 
from weakncss. Although negotiation is 
an attractive and civilised method of try- 
ing to solve problems it must be remem- 
bered that killers of innocent people 
have no motive to negotiate, save to en- 
sure their eventual supremacy. * 
Concessions will create further de- 
mands which will be increasingly dif-.. 
ficult. to meet. The conference room is 
not a confessional, from which terrorists 
can emerge purged of sin and free to as- 
sume positions of importance in their 
community. Rather it is a place in which . 
moderates can place their points of view 
and from which they must emerge as 
credible leaders of their communities. 
The government of India is not dealing 
with rational people who have any vest- 
ed interest in the unity of the country. 








andhi has tried to negotiate with. 

moderates who have little control 
over the group of evil men who do not 
deserve the honourable appellation of . 
Sikh. The terrorists are neither torgiv- 
ing nor deserving of being forgiven. 


penchant for criminal actions and if they 
are to be allowed to continue in their 
bloodthirsty and indiscriminate lust for 
killing, it is India that will suffer. 

Gandhi has exhorted the “silent 
majority” to assist in combating terror, 
but this tactic will fail because such peo- 
ple — though certainly the majority — 
are petrified that speaking out will re- 
sult in their untimely and indubitably 
swift extermination. By definition, they 
are law-abiding and thus have no means 
of combating knives, guns and bombs. 
They cannot provide their own security 
and look to the government to accept 
this task. 

Gandhi has shown himself to be an 
astute negotiator but has, naturally, re- 
lied on those with whom he negotiates 
to be able to produce the goods. He now 
must have learned that in some cases 
they cannot, and that moderates are 
subjected to pressures from many fac- 
tions, some of which may not be appa- 
rent in their overall influence during 
sane, civilised and amicable talks. He is 
fortunate, however, in having a circle 
consisting of many skilled political and 
military advisers who can point out the 
traps involved in dialogue with both 
moderates and (were he ever to con- 
sider such a course), the extremists. So 
India’s prime minister lacks neither 
common, sense nor guidance. And it is 
now up to him to choose a means of 
combating Sikh terrorism and of restor- 
ing order to a state that has been trou- 
bled for so long. 

Let us wish him well, and let us also 
hope that his natural and gentle tenden- 
cy to moderation and forbearance will 
not overcome the pressing need to dem- 
onstrate that terrorism in India cannot 
and must not result in success for the 
men of violence. 
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A radical solution 


Violent demonstrators disturb both officials and opposition 


By Shim Jae Hoon in Inchon 

he six-hour violence that erupted in 

the major South Korean industrial 
city of Inchon 24 miles west of Seoul on 
the afternoon of 3 May has brought an 
ominous climax to the current series of 
demonstrations to support the opposi- 
tion-sponsored signature campaign for 
revision of the constitution, with a pro- 
tentially dangerous radicalisation of the 
protest movement. 

Thousands of radical workers and 
students shouting anti-government and 
anti-US slogans fought riot police well 
into the night, turning sections of the 
city into a battleground enveloped with 
tear gas and stronger toxic chemical gas 
which causes bleeding from the throat 
and long-lasting headaches, 

Gathered before the Municipal 
Theatre, where the rally sponsored by 
the opposition New Korea Democratic 
Party (NKDP) was to have been held, 
the students and workers first set fire to 
the local office of the ruling Democratic 
Justice Party (DJP) and burned a car be- 
longing to an NKDP campaign worker. 

In the course of hours of intermittent 
clashes, with demonstrators throwing 
fire-bombs and rocks at the police, 
dozens of people were injured, with at 
least 13 policemen and rioters requiring 
hospital treatment. The police have 
taken in for questioning more than 100 
people and are looking for three or four 
leaders suspected of having organised 
the violence. 

Some disturbances had been antici- 
pated, but the unusual fury marking the 
demonstration in which, at its peak, 
some 10,000 men and women took part, 
has stunned the nation and caused wide- 
spread concern not only among officials 
but also among opposition leaders. 
Policemen and demonstrators €x- 
changed savage blows with batons and 


an indiscriminate use of tear and chemi- 
cal gas drove many residents to flee 
from their homes. 

Kim Young Sam and Lee Min Woo, 
NKDP leaders sponsoring the rally, 
quickly blamed the police for deliber- 
ately provoking the melee by attacking 
demonstrators with toxic chemical gas. 
The police replied that they had to move 
in as extremists had already attacked 
the government party office. The mas- 
sive disturbances gave NKDP no choice 
but to call off the rally. 

The incident represented a severe 
setback to the NKDP moderates who 
have consistently espoused a line of 
peaceful struggle in obtaining govern- 
ment concession. And it erupted at a 
time of a conciliatory gesture made by 
President Chun Doo Hwan: for the first 
time, on 30 April. speaking with leaders 
of major political parties, he indicated 
that the constitution could be rewritten 
before the end of his term in February 
1988 “if the national assembly came up 
with a joint recommendation.” 


he offer in itself was far from sub- 

stantial as the DJP controls an as- 
sembly majority, but Kim, as an ad- 
viser to the NKDP, considered it a suffi- 
cient signal to warrant the start of a 
dialogue with the government. Also for 
the first time, Chun instructed DJP 
chairman Roh Tae Woo to meet Kim to 
take up the constitutional issue. 

While the imprecise nature of 
Chun’s proposal was inadequate for the 


| NKDP to call off the rest of the planned 


provincial rallies, extremist workers 
and students apparently planned to tor- 
pedo the new mood for a possible com- 
promise, in a bid to stop the NKDP 
from accepting a formula which pro- 
vides the military establishment a con- 





tinuous voice in the next governmem 

Slogans by Minmintu and Jamintu - 
leftist university groups — demande 
“conventions of the masses” to discu 
the outline of a new constitution. “Ou 
the US imperialists who urge NKDP b 
hind the scene to compromise wi 
the murderous regime!” their leafle 
said. 

Extensive use of inflammable tern 
such as “fascist dictatorship” to describ 
the Chun regime, “US Imperialists” 
indicate the presence of US groug 
troops guarding the demilitarised zon 
burning of an Uncle Sam effigy and th 
US flag have left the parliamenta 
NKDP leaders worried about t? 
gradual erosion of their centrist base. 

"Not all the students are leftists 
Kim commented in Seoul, “but they a 
becoming increasingly impatient wr 
the government dragging its feet « 
democratisation." Kim's remark unde 
lined the apprehension over more as 
more extremists pre-empting the "Y 
gle to revive the system of direct p 
dential election in 1988. 

The large crowd they attracte 
showed the potential strength of the e 
tremists. In a way, the disturbances he 
were meant to demonstrate the streng 
of radical segments of the country's di 
sident movements which have recent 
grouped around Minkuknyon, a feder 
tion of various democracy movement 
Just a few days before, opposition lea 
ers Kim Dae Jung and Kim Young Sa 
had dissociated themselves from the vi 
ulent anti-US stand taken by camp 
and labour dissidents. 

This move helped to improve the tv 
Kims' image as responsible politicta 
in the eyes of most of the nation, b 
they risked losing support from the us 
versity students in general who ha 
borne the brunt of demonstrations ca 
ing for restoration of democratic instit 
tions. Concerns expressed by the pub) 
over students’ demand for withdr: 
of American troops, whom they 
criticised for rendering political suppc 
to the Chun regime, prompted them 
draw a clear line from the extremist 
The recent trend of students assumi 
other radical forms of protest — such 
self-immolation by two students lé 
month — has also alarmed the public 

The recent campus unrests as well 
rioting here has clouded the future of tl 
constitutional revision campaign, whi 
has so far gathered some 700,000 sign 
tures. The prospects ahead are litter: 
with difficulty as the ruling DJP seeks 
capitalise on the disturbances to discre« 
NKDP's rallies as being revolutionar 
oriented. Despite the backlash from I 
chon, NKDP has decided to go ahe; 
with the next rally, on 10 May, in tl 
southern industrial city of Masan, anoth 
potentially explosive area heavily infl 
enced by the militants. There, the par 
faces the near-impossible task of prever 
ing hotheaded youths from infiltrati: 
its ranks and starting à new riot. 
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Come to the top. 





At Credit Suisse, you'll profit from our unique 
positions on the world’s stock exchanges. 


You have a reliable Swiss partner for your 
Capital investments at Credit Suisse... 
a partner that's an acknowledged world 
leader in investment counselling, portfolio 
management and stock exchange trans- 
actions. 

In fact, Credit Suisse is one of the few 
banks in Switzerland with direct represen- 
tation on all Swiss stock exchanges as 


well as those of Frankfurt, London and 
New York 

Credit Suisse gives you the unique 
benefits of working only with fully 
experienced investment councellors, 
each of whom has instant access to the 
world's best financial research through 
the most sophisticated electronic infor- 
mation system anywhere. 


nh 


You'll have the secure knowledge that 
your investments are handled with the 
traditional efficiency, confidentiality and 
commitment to excellence that have 
been the hallmark of Credit Suisse for 
130 years. 


Credit Suisse. We do more to keep 
you at the top. 
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A simple matte 


Peak hour has just started at New Scotland Yard. 
During the next sixty minutes, the Central Command 
complex will receive almost five hundred 999 calls. 

“Quickly, they're trying to kill each other down at the 
Hope and Anchor!” 

A new Sperry computer system makes it possible to 
process four hundred such calls simultaneously. The core of 
the system is a four-processor, 16-megabyte Sperry main- 
frame with an average response time of 1.25 seconds. 

In police work, a fast response can be, quite simply, the 
difference between life and death. 





1. The 27,000 officers of the London Metropolitan Police 
cover an area of nearly 800 square miles. 





2. Ten million people live or work here. Every year, they 3. The Metropolitan Police therefore invested in the 
make one million calls to the police. Four years ago, largest police command and control system in the 
world. The system’s designer and builder: Sperry. 


police communications were stretched to the limit. 





b 







4. The Sperry system integrates screens and printers 
from other manufacturers. When complete, the 
system will have over 800 workstations at 120 
police stations. 


5. In an emergency, speed is everything. But callers are 
often incoherent, excited or in a state of panic. The 
first priority is to put the call on the map as soon as 
possible. 


{life and death. 





6. For this, the Sperry computers hold hundreds of facts 7. There are twenty-six Stanley Roads in London for 
and figures about every street, phone box, public build example. The computers can identify instantly which 
ing, school, park, pub or other location. one the call came from. 








8. The system can even identify a local by its nickname 9. New Scotland Yard operates over 4,000 vehicles. The 
and give the proper name. All this information 1s computer assists the Central Command complex to 
constantly updated by the officers on the beat. identify the nearest patrol car to an incident and radio 


it to the scene. 





10. The Sperry system also records statistics such as the 11. To quote their Deputy Chief Engineer. “The Com- 
given crime rate for a particular crime in a particular mand and Control system has given us the chance to 
location. Vital statistics for deploying pi lice resources. get our officers to an incident those critical minutes 


earlier.” 


Sperry offers you th: 





MAINFRAME COMPUTERS. In 1951, Sperry delivered the Micro COMPUTERS. Our fastest growth — 58% last year — 
world’s first commercial computer. Today, we have the is In micro computers, from multi-user PCs up to super- 
second largest base of installed mainframes in the world. micros more powerful than our smallest mainframes. 
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NETWORKS. Sperry built airline and bank networks as early OFFICE AUTOMATION. In the overcrowded battle for the 








as 1964. We can connect with small computers, big com- desktop, Sperry has already captured a significant share of & 
puters and even non-Sperry computers. the market for integrated office systems — more than most 
"specialists". 
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Mapper. Do you want to develop your own application? FINANCIAL STRENGTHS. Orders and shipments of Sperry 
l'his end-user language can turn you into a programmer in computers are at a record high. Over the last three years, 
no time. 250,000 people around the world use it. our revenues grew by 50% and profits tripled. 





irst real alternative. 





INDUSTRY STANDARDS. A standard operating system like 
UNIX™ lets machines from competing suppliers work 
together. Sperry computers, from PC to mainframe, run 


UNIX. 





SALES AND Support. Sperry's products are sold and ser- 
viced by 31,000 people in 50 countries. Last year, 51,000 
users were educated at 36 Sperry Traming Centres. 
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Asia. Sperry is one of South-East Asia's largest computer 
suppliers with subsidiaries in Hong Kong and Singapore 
and distributors throughout the region. 


TECHNOLOGY. Sperry invests 12% of turnover in R&D - 
highest in the industry. One of last year’s 463 projects was 
to make a PC work with Chinese characters. 





INDUSTRY CENTRES. These 11 international centres create 
special applications in areas like manufacturing, banking, 
airlines and artificial intelligence. 


ompanies don't do business, people do. 

Right now there is a group of Sperry persons waiting 

to hear from vou. Just drop us a line or call, and we 
will send you information about our company and the 
products we sell. 

Our customers include Cathay Pacific Airways, Telecom- 
munications Authority of Singapore, Hong Kong Telephone 
Company, Standard Chartered Bank and Banque Indosuez. 

Whatever vour computer problem is, our people are 
interested in listening to you. 

Sperry Ltd., 36/F Sun Hung Kai Centre, Harbour Road, 
Hong Kong. Telephone: (852) 5-749 311. 

Sperry (Pte) Ltd.. 07-01 The Octagon, 105 Cecil Street, 
Singapore. Telephone: (65) 224 8333. 


J 
A SPERRY 


UNIX™ is a trademark of AT&T Bell Laboratories. 
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‘or building the world's largest con- — 
See . x 

= fainership, there's one company that 
"can handle them all. Daewoo. 










Daewoo consistently proves its exper- 
tise in a wide range of areas: from 





A successful tour of Asia 
needs very careful orchestrating. 
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I. the Far East. no other airline offers such a convenient and comprehensive choice of 
flights from Hong Kong as Cathay Pacific, Hong Kong s airline. 

Every day, we fly between more than fifteen major cities in the region with sensible departure 
and arrival times and plenty of time to make connections if you re flying further afield. 

Because at Cathay Pacific, we go to great lengths to achieve our prime objective: helping all 
our passengers arrive in better shape. So while we can't promise we ll turn business into a 


pleasure, we can give you schedules that are pleasantly in tune with yours. 





Arrive in better shape——— 
CATHAY PACIFIC 


The Swire Group PH AEN 











the Hongkong tribunal which enquired 
into insider trading fell with a couple of 
dull thumps on to the desks of those in- 
terested and were duly ee in our 
columns, The secret : —— [8 May]. 

jo Robert Eon and. i 







tention was given to C 
port which threw : 
light on the way thi 
s by the Hongkon 
. Briefly, Hon 
shing agreed to: 
huge City Garde 
Bright Industr: which is run by 
‘Wang Guanying. Mang is Peking's 
high-profile: capitalist who arrived with 
a great flourish in 1983, stressing his top 
political jobs in China and his link by 
‘marriage to China’s late head of state, 
i Shaogi. Negotiations between Ever 
-tights Wang and Li's International 
City Holdings (ICH) were swift: they 
began on 4 January 1984 and by 23 Janu- 
ary the agreement to purchase was ready 
for signature. However, it contained a 
secret break clause allowing Wang to 
Opt out on most generous terms. 

@ HONGKONG was very nervous at 
that. time with the | London/Peking 
negotiations on its future going on. The 











e husordinary 
fas reported 


oject t to the Ever 











news that Peking was buying into its real 


estate in.a big way was going to provide 
an enormous boost to the stockmarket. 


On 13 January, ICH's share price | 


rose sharply. The next day the first news 
of the deal quoting “market rumours” 


or “unconfirmed reports”. appeared in 
the local press. One journalist actually 


quoted Wang as confirming the deal, 
but admitted to the tribunal that when 
he had questioned Wang, he had simply 
responded with “Hey, how do you 
know?” — taken by the pressman as 
onfirmation. 
Over the next few days many other 
“market-rumour” stories appeared: the 
deal had been done; it was agreed but 
not signed; it was in its final stages. 
Many of these stories were simply 
“lifted” from other publications, a prac- 
tice the tribunal's report refers to coyly 
as “the tendency of some financial jour- 
nalists in Hongkong to copy the articles 
of others.” The only sceptical note was 
struck on 18 January in the newsletter 
Target, to the effect that Wang was only 
paying a HK$50 million (US$6.4 mil- 
lion) deposit, and the deal looked more 
like an option than a purchase. 
è CONFIRMATION of the deal ap- 
peared to come on 17 January when the 
pro-Peking newspaper 7a Kung Pao re- 
ported that Wang had confirmed that he 
was buying the eight blocks for close to 
HK$1 billion. On 20 January the China 
News Service (an official Chinese agency, 
largely aimed at Overseas Chinese com- 
munities) carried an interview with 
Wang wre elered to the purchase. as 
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which subsequently fell apart, to ask for 








continues: 


members of the Hongkong press to 


being a fact under an item headlined: 
"To do something for the prosperity and 
stability of Hongkong." These "official" 
Peking. confirmations were duly picked 
up by the Hongkong press. 
On 21 January another interview 
with Wang was featured in which he 
commented on-the "positive effect" the 
City Garden deal had had on the local 
stockmarket, adding that the property 
sector dominated the market; when it 
was bullish other businesses boomed: 
“Real estate is like the nose of the bull. 
When this pare moves, the whole Body 
follows." 
This interview was in fact the result 

of a cocktail party chat between Wang 
and the reporter, who admitted that he 
had laced the quotes with various Can- 
tonese expressions of his own invention 
intended to convey the meaning of 
Wang. (who speaks Mandarin). The 
journalist admi ed also that he some- 














Li; Wang. i 





times used. such ‘exaggeration for 


dramatic effect. — 
e GOOD it is to record that the report 
“In sharp contrast to the re- 
latively euphoric. reactions of other 


news of the transaction, Mr Philip 
Bowring, writing Shroff’s column in the 
REVIEW published on 23 February 1984 
displayed a shrewd and prophetic cyni- 
cism worthy of Cassandra: For various 
reasons he took the gloomiest view of 
the transaction, and was highly suspi- 
cious of its true purpose, commenting: 
It appears a deliberate attempt to stimu- 
late the stockmarket. Although the 
deal has been to the short-term bene- 
fit of the market and ICH in particu- 
lar, many doubts exist. At best, Ever 
Bright is wholesaling 1,000 middle-class 
flats in the hope of a property upturn 
which will yield good profit. At worst, 
this is a paper deal put together for ef- 
fect.” 

The report records Bowring’s con- 
cern about the absence of details of the 
transaction and quotes him: The Hong- 
kong market should have had enough 
during the last boom of fancy-sounding 
property deals involving delayed deliv- 
ery, vendor finance, and other devices 







































































an explanation 
was no evidet 
Hongkong marke 
forebodings.” ` 
@ THEN, on 28 Jur 
nounced that the latte 
his option to withdraw fr 
covering his deposit plu 
10%. On this, the tribunal 
fers to the “pungent artic 
REVIEW of 12 July, entitled” 
men by Teresa Ma (who regrett 
longer works for the REVIEW bu 
has become Mrs Robert Cottrell) 
Bowring. This piece, in the tribui 
words, “sharply criticised Wang a 
ICH for the earlier lack of accurate 
formation about the City Garden tra 
action," adding: "The article w 
printed under a picture of Wang. 
Lions’ Club meeting, ‘talking up t 
market’ and accuses him in no uncertz 
terms of having tried to do that 
thing..." The tribunal then summ 
the authors’ criticisms of ICH for f 
to make it clear that the so-calle 
was not a sale at all. ss S 

The b then turns. to afi 
Bowring article (REVIEW, 26- Ju 
in which it found “there were no 
barred,” written after he had obtain 
copy of an ICH board circular calling fo 
the break clause to be kept secret. | 
goes on to quote Bowring: Withholding 
adverse news to help maintain the ‘sta 
bility and prosperity’ of the property 
market may at times seem a patriotic. 
act. But to do so after the markets had 
been stimulated by Ever Bright's an- 
nouncements is another matter. It was _ 
not as though there had not been some 
doubts at the time as to the fine print of 3 
the deal. E 

The report merely refers to Bow... 
ring's criticism of the Securities Com- < 
mission. In fact he had commented that - 
the body's failure "to conduct more 
than a most cursory two-day investiga- 
tion into the circumstances surrounding 
this astonishing so-called. sale will not. 
enhance its reputation as a thorough : and 
impartial watch-dog.” 
€ | HOPE readers will forgive the self 
indulgence involved in recording thes 
pats on the REVIEW's back. After all 
as the press coverage of the tribunal 
findings have made clear, if you. do: 
blow your own trumpet, no one els 
will. 

For myself the episode provid 
many useful lessons: that it is of little use 
to inquire extensively and expensive 
into insider trading (which is no crime it 
Hongkong) while ignoring the ma 
issue (which is lack of disclosure); tha 
neither the Hongkong Government nor. 
Hongkong entrepreneurs will benefi 
Hongkong by extending spe 
privileges to Peking, and that Pek 
still has a hell of a lot to learn abot 
operations of a free market. 


FOREIGN RELATIONS 


Symbols, not substance 


Asean gains little from Reagan’s visit to Bali 


By Richard Nations in Bali 
2$ ws careful preparation to cast 

US President Reagan's trip to In- 
donesia as tribute to the enlightened 
statesmanship of Indonesia's President 
Suharto, the four-day stay in Bali was a 
diplomatic setback for the diffident 
Javanese leader which analysts say 
could cause him to reconsider his plans 
to drag Indonesia out of its 20-year-old 
self-imposed:seclusion. 

Events beyond his control — the 
Libyan crisis and the Soviet nuclear 
fire at Chernobyl — overwhelmed the 
Suharto-Reagan meeting and reduced 
the Indonesian president to a minor fig- 
ure at a state occasion designed to cele- 
brate Indonesia's new importance and 
polish Suharto's personal image as the 
leader of a remote power influencing 
events behind the scenes. Nor did 
Asean foreign ministers have more 
cause to be satisfied with the results of 
their meeting with Reagan. 

Even when it controlled events, 
Jakarta so mishandled them, diplomats 
said, as "to snatch defeat from the jaws 
of victory." Indonesia's diplomatic re- 
taliation against Australian press allega- 
tions of the ruling family's corruption, 
heavy-handed censorship of foreign 
press coverage during the Bali meet- 
ings and the expulsion of three jour- 
nalists — two Australians and one Ame- 
rican — discoloured the official image 
of self-confidence and maturity. 

Instead, Suharto's New Order ap- 
. peared defensive and insecure as its bat- 
tle with the press sharpened the focus on 
Indonesia's human-rights record, con- 
tinuing dissent in East Timor, Suharto's 
personal wealth and the uncertainties 
surrounding political succession. 

In an attempt to dampen the press 
criticism of the New Order, US Secret- 
ary of State George Shultz went to 
lengths in press briefings to applaud the 
improvement in the human-rights cli- 
mate under Suharto. Shultz emphasised 
the religious freedom for Christians in a 
largely Muslim country, Indonesia's re- 


| 


| 
| 


latively free and open economy and its | 


role in providing first asylum to In- 
dochinese refugees. "When President 
Suharto came into office there was a 

reat deal of starvation in Indonesia," 
Shultz said. "They're now self-sufficient 
in rice and I think that's basically a great 
victory for human rights." 

Shultz was careful to avoid giving the 
impression that he viewed Suharto as 
destined to follow in the footsteps of de- 
posed Philippine leader Ferdinand Mar- 
cos to be swept away by the “winds of 
democratic change” which Reagan, on 
the eve of his. departure from Hawaii 


46 


for a two-week tour of Asia, had pro- 
claimed was blowing through the re- 
gion. 

Nonetheless, Reagan failed to give 
Suharto anything concrete, refusing to 
commit himself to either the stabilisa- 
tion of world oil prices or a timetable for 
an early launch of an Indonesian com- 
munications satellite, which had been 
scheduled for the next flight of the Chal- 
lenger before the programme was sus- 
pended. 

The crackdown on the foreign press 
is likely to do little damage to Suharto's 
personal standing inside a_ highly 
nationalistic Indonesia facing  par- 
liamentary elections next year. But 
Suharto got little from Reagan in return 


Siddhi, Suharto and Laurel: unsatisfactory results. 


for dampening his criticism of the Ame- 
rican bombing raid on Libya, despite 
the evident political cost to the moder- 
ate ruling party Golkar in a predomin- 
antly Muslim nation, where the opposi- 
tion draws inspiration from Islamic ex- 


tremism. 
M oreover, diplomats say that Bali is 
unlikely to be a credit to those in 
the regime pressing for stronger ties 
with the US and a more rapid opening to 
the outside world. "Suharto's been 
burned by Reagan again," an Asean 
diplomat said, recalling the loss of face 
Suharto suffered when Reagan cancel- 
led his scheduled late 1983 bilateral 
summit meeting to avoid being em- 
broiled in the political turmoil in the 
Philippines after opposition leader Be- 
nigno. Aquino's assassination there in 
August that year. 
Some  Asean 


officials believe 


| 
i 
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Suharto will view the Reagan visit as 
another in a recent string of embarrass- 
ing setbacks after several initiatives — 
mounted with confidence last year to 
end Indonesia's self-imposed seclusion 
— have led nowhere. Suharto's bid for 
chairmanship of the non-aligned move- 
ment has been passed over, despite the 
Bandung commemorative celebration 
he hosted last year as a reminder of the 
seminal role Indonesia played in Third 
World politics. By the same token, 
openings to China and Eastern Europe, 
undertaken largely for economic 
reasons last year, have failed to gather 
momentum. 

Nor can Suharto claim to have 
hosted a particularly successful meeting 
between Asean and its superpower pa- 
tron. According to diplomats, none of 
the Asean foreign ministers individually 
came away from Bali politically 
strengthened, and while Asean as a 
group received a strong personal en- 
dorsement from Reagan, his suppor 
was expressed more in symbols that 
substance. He made no concessions 





on the concrete agenda of economic 
and political measures, despite the 
warning from the Asean ministers that 
the Soviet Union could make headway 
in the region if the social foundations of 
moderate regimes gave way to more ex- 
tremist or Left-leaning regimes. 

"Unless economic growth can be 
nurtured and developed,“ said a confi- 
dential memorandum to Reagan outlin- 
ing the dangers of political instability 
and social dislocation if the regional 
economy continues to stagnate, “Asean 
support for democratic ideals and in- 
stitutions may be undermined and can 
cause [it] to be vulnerable to external 
and internal threats.” 

The Libyan crisis so overwhelmed 
the Bali meetings that it reversed the 
roles assigned to them and to the seven- 
nation summit of industrial democracies 
hosted by Japan. The Bali meetings 
were originally envisaged to brief 
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Reagan on Asean’s agenda for the 
Tokyo summit. Instead, Reagan treated 
Bali as a dry-run for the clash with 
his European allies over the bombing 
raid of Libya which he anticipated in 
Tokyo. 

“We have gone to great lengths dur- 


ing our stay at Bali,” Shultz told the | 


press, “to draw forcefully to the atten- 


tion of” the Asean foreign ministers | 


as well as Suharto the scope of inter- 
national terrorist activity as well as 
“clear-cut” culpability of Libya. 

None of the foreign ministers re- 
versed his country's original stance 
striking a distance from the US raid on 
Libya. But their silence on the issue in 
Bali could only have strengthened 
Reagan's hand in convincing a vacillat- 
ing Japanese Prime Minister Yasuhiro 
Nakasone to endorse a tougher line 
against terrorism, explicitly condemn- 
ing Libya in the 5 May Tokyo summit 
communique. “We gained a new voice 


ways presumed to speak on our behalf 
in the past," an Asean delegate said, 
adding: "But the price was to sign 
onto Reagan's campaign against ter- 
rorism." 

US officials also took advantage of 
Bali to emphasise.other themes Reagan 
was to raise in Tokyo, stressing the need 
to strengthen international discipline in 
the enforcement of intellectual property 
rights, enhance freedom across borders 
for trade-related investments and open 
up service industries to greater interna- 
tional competition. 


ypical of emphasis on domestic 

liberalisation was Shultz’ reply to In- 
donesian Foreign Minister Mochtar 
Kusumaatmadja's concern over the fall- 
ing level of US direct investment in In- 
donesia. Mochtar was told that In- 
donesia should reduce domestic protec- 
tionism to create an environment more 
jattractive to foreign capital. Specifi- 

ally, Indonesia should reduce its 

monopoly practice in key commodities, 
lengthen the period of permissible 
foreign equity participation and shorten 
the time necessary for regulatory ap- 
provals. 

Shultz said he resented remarks at- 
tributed to Mochtar slurring the US 
administration's free-trade record, and 
he treated with sarcasm Philippine 
Vice-President. and Foreign Minister 
Salvador Laurel's: suggestion that 
Washington should meet the Philip- 
pines’ “virtually infinite” need for more 
aid and that the onus was on Reagan 
to overcome doubts among supporters 
of the new regime of Corazon Aquino 
that he still harboured sympathy for 
the exiled Marcos. “[Reagan] is not 
on trial here," Shultz told the press 
bluntly. 

Laurel managed to gain Reagan's 
support for a quick return to constitu- 
tional government and parliamentary 
elections in the: Philippines — a plat- 
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form he favours as leader of the nation's 
largest electoral party. But his uncertain 
performance in Bali may expose him to 
criticism in Manila for generating un- 
necessary tension with the White House 
at a critical moment when Reagan's per- 
sonal sympathy is needed. 

Nor did Siddhi Savetsila, Thai 
foreign minister and interim leader of 
the Social Action Party, come away 
from Bali with anything concrete to 
strengthen his hand to face the par- 
liamentary crisis at home. Thai Prime 
Minister Prem Tinsulanond's cabinet 


| collapsed while Siddhi was in Indonesia. 


At most Siddhi can claim credit for re- 
ducing the friction with Washington 
over Thailand's vote in the UN Security 
Council condemning the US raid on 
Libya. But no agreement was reached in 
Bali over Thailand's share of the costs of 
thc planned US strategic stockpile, and 


| That officials suggest the programme is 


l | now in serious doubt. 
eaking for us at the summit. Japan has | 
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Neither did the White House offer 
an unqualified endorsement of the 
tripartite Cambodian coalition's eight- 
point proposal — announced in Peking 
in March and endorsed by the Asean 
foreign ministers at Bali — considered 
necessary to demonstrate international 
solidarity with the anti- Vietnamese re- 
sistance, 

Instead, Reagan reminded the 
Ascan foreign ministers of their role 
in organising the International Con- 
ference on Kampuchea (ICK) in 1981, 
which issued a hardline document 
Asean has since avoided drawing atten- 
tion to while searching for common 
ground to draw Hanoi into negotia- 
tions. 

By underlining the principles of the 
ICK resolution — total withdrawal of 
Vietnamese forces and UN supervision 
of free Cambodian elections — US offi- 





| cials implicitly warned Asean against 


| 


too conciliatory an attitude towards 
Hanoi, and expressed their reservations 
over the eight-point call for negotiations 
with the Hanoi-backed Heng Samrin re- 
gime before the complete withdrawal of 
Vietnamese forces. 

Disregarding an appeal from Thai 
officials, US officials insisted on de- 
nouncing the “murderous Khmer 
Rouge." And though Thai officials 
pronounced themselves satisfied with 
Washington's qualified support, there 
was concern that Washington's qualms 
over Khmer Rouge leader Pol Pot may 
serve Vietnamese purposes. Already 
exposed to criticism as being too pro- 
American, Siddhi will not be able to 
point to Reagan's stand on Cambodia as 
evidence of his personal influence in 
Washington. 

In the shadow of the Reagan visit, a 
Soviet trade delegation arrived in 
Jakarta and Soviet Deputy Foreign 
Minister Mikhail Kapitsa wound up 
visits to Bangkok and Manila, reflecting 
Moscow's intention to exploit Asean's 
mounting tensions with Washington. D 
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AFGHANISTAN 


Mean ‘Dr Ox’ 
takes over 


Karmal is replaced by tough 
former security chief 


By Nayan Chanda in Washington 


he announcement from Kabul on 

4 May that Babrak Karmal has been 
replaced by Najibullah, former head of 
the country’s secret police, as leader of 
the ruling a Democratic Party of 
Afghanistan (PDPA) seemed designed 
to coincide with the seventh round of 
indirect Afghan-Pakistan “proximity 
talks” in Geneva. 

However, if the idea was to convey 
the message of a regime broadening its 
base and seeking a political solution, re- 
placing an ailing and ineffective Karmal 
with the hardline Najibullah only high- 
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lights the Soviet dilemma in Afghanis- 
tan. 

While Karmal, who was installed by 
the Soviets at the time of their invasion 
in December 1979, is known to suffer 
from a lung ailment and has in the past 
spent time in the Soviet bloc for medical 
treatment, his political health has also 
been under a cloud. For nearly a year 
there have been signs of Soviet unhappi- 
ness with his inability to bring unity to 
the party, build a viable administration 
and army and win popular support. 
However, the clearest ‘signal that Kar- 
mal could be in trouble came at the end 
of April when he failed to appear for the 
eighth anniversary celebration of the 
Afghan revolution in Kabul on 27 April. 

More significantly, a commentary in 
the Soviet party newspaper Pravda on 
the occasion noted pointedly that deci- 
sions taken by the PDPA Central Com- 
mittee last autumn showed *dissatisfac- 
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the revolutionary process in Afghanis- 
tan." The article underlined the need 
for the Afghan Government to “widen 
the social basis of the revolution." 

Karmal, who had gone to Moscow on 
30 March for what was supposed to be a 
"short, unofficial visit," returned to 
Kabul on 1 May on a special Soviet air- 
craft — and three days later he was re- 
moved from power, officially on health 
grounds. There are indications that he 
may not even have attended the central 
committee meeting that elected 
Najibullah in his place. 

While the 57-year-old Karmal’s star 
has been on the decline there has been 
increasing evidence in the past year of 
the rise of Najibullah. Only 39, Najibul- 
lah — who has no other name — is a 
large, hulking man with a booming 
voice and is known among Afghans as 
“the ox." A medical doctor by training, 
he entered revolutionary politics as a 
student leader, and as an early ally of 
Karmal he became a member of the 
Revolutionary Council after the com- 
munist takeover in 1978. 

After the overthrow of Hafizullah 
Amin in 1979, Najibullah, described by 
knowledgeable analysts as “strong, 


NEW CALEDONIA 


On second thoughts ... 


Paris backtracks on Kanaks' powers 


By Hamish McDonald in Sydney 


Fc: new conservative govern- 
ment under Prime Minister Jacques 
Chirac has announced that Paris will 
take back most substantial powers from 
the New Caledonia regional govern- 
ments through which indigenous Kanak 


. (Melanesian) nationalists hoped to pro- 


gress to independence. 

Where the previous Socialist Party 
cabinet of Laurent Fabius had been 
brought by continuing communal vio- 
lence to acknowledge Kanak aspira- 
tions and state a belief that indepen- 
dence was inevitable once these were 
declared, the new government has indi- 
cated it will not give the Kanaks any 


more weighting than any other racial 


group. 

Speaking in Noumea on 29 April, 
French Minister for Overseas Ter- 
ritories Bernard Pons gave the first out- 
line of the new government's policy to- 
wards the Pacific territory since the 16 
March general election in France, with- 
out once using the words *Kanak" or 
“Melanesian” -but railing against a 
“minority” which he said had tried to 
impose its will with the tolerance of the 
previous government. 

Pons announced changes that will 
greatly undercut the role of the four 
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tough, mean and nasty,” dismantled the 
security apparatus and set 4: Khad — 
the State Committee for Information, 
an Afghan version of the KGB. In the 
past four years Khad has proved to be 
the worst enemy of the mujahideen 
guerillas, with often successful attempts 
at assassinating or buying off resistance 
leaders. Najibullah's achievement in 
this domain was rewarded last De- 
cember when he was named secretary of 
the PDPA Central Committee in charge 
of several key portfolios including secu- 
rity. ; 


part from his effective use of the 

Khad secret police another impor- 
tant element for Najibullah's promotion 
seems to be his ethnic background. The 
PDPA has long been racked by conflict 
between the Parcham (Flag) and Khalq 
(People) factions. While the Khalqis, 
composed mainly of ethnic Pakhtoons, 
wanted a Leninist-style working-class 
party, the Parchamis, mainly the Dari- 
speaking urban elite, preferred a 
broader-based party. Since 1979, with 
Parchami faction leader Karmal in 
charge, the Khalqis have suffered, lead- 
ing often to violent clashes and assassi- 
nation of leaders of both factions. Al- 
though Najibullah belongs to the Par- 


regional assemblies, used 
under the "Fabius Plan" 
to divert power away 
from the White-domi- 
nated Noumea region to 
the bush and outer island 
areas where the Kanak 
population is  concen- 
trated. Careful drawing 
of boundaries led to Kanak groups gain- 
ing control of three regions in elections 
last September, though the Kanaks 
comprise only 43% of New Caledonia's 
146,000 population. 

These new assemblies were given ex- 
tensive political and economic powers 
including land reform, a crucial area of 
Kanak grievance because of alienation 
of traditional lands to French farmers 
and miners. Such concessions brought 
moderates to the fore in the main 
Melanesian political coalition, the 
Kanak Socialist National. Liberation 
Front (FLNKS), which had previously 
used election boycotts and economic 
disruption to push its cause. 

Under the leadership of Roman 
Catholic.seminary-trained Jean-Marie 
Tjibaou, the FLNKS began work onset- 
ting up regional governments. They sat 
alongside their loyalist opponents in the 
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cham faction he is an ethnic Pakhtoon. 
Moscow probably hopes that he could 
perform better than Karmal in patching 
up the factional struggle. 

While Karmal's failing health and 
lacklustre performance may have been 
principal reasons for his removal, the 
timing of the change, coming barely 24 
hours before the foreign ministers of 
Pakistan and Afghanistan were to begin 
a possibly important round of talks 
through UN intermediary Diego Cor- 
dovez, is also obviously significant. Cor- 
dovez has already described the May 
round of talks as “very critical" in 
negotiating an end to the Soviet occupa- 
tion of Afghanistan (REVIEW, 17 Apr.). 

By removing Karmal, whose name 
has become synonymous with the 
Soviet-installed regime, Moscow may 
have hoped to give the impression of a 
conciliatory approach, in line with 
Soviet leader Mikhail Gorbachov's pub- 
lic keenness for finding a political solu- 
tion. Moscow is reported to have of 
fered a timetable for withdrawing its 
troops if Pakistan accepts direct negotia- 
tions with the regime in Afghanistan. 

But, however significant the retire- 
ment of Karmal may be, his replace- 
ment seems to have taken away that sig- 
nificance. “The Soviets are trying to get 


Territorial Congress, a 
largely powerless body 
comprised of the regional 
assemblies in joint ses- 
sion. Some FLNKS offi- 
cials also believed, on 
what basis is not known, 
that the franchise might 
be tailored to bar newer 
immigrants from the re- 
ferendum on indepen- 
dence that Fabius had 
pledged before the end of 
1987, 

Pons was scornful of 
the regions. “Badly con - 
ceived, badly organised, 
badly prepared for a 
multitude of tasks which they do not 
yet know how to approach . . . they 
must be reconsidered when the time 
comes with all concerned parties." 
While the regions would retain re- 
sponsibility of local public works 
and cultural activity, political and eco- 
nomic powers would be transferred to 
the French Government's High Com- 
missioner in Noumea. 


T» restore the New Caledonia econ- 
omy, which Pons said had been 
brought to the “brink of insolvency” by 
political violence, France would pro- 
vide about Francs CFP (Communauté 
Frangaise du Pacifique) 7 billion 
(US$55 million) for development pro- 
jects, tax cuts and compensation for 
damage caused during unrest. Within a 
year at most, France would ask the 
population to say either “yes to France" 
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ance,” says one US official, “but 
Najibullah is hardly the man to broaden 
the regime. As a creature of the Soviet- 
backed revolution he is a part and parcel 
of the Russian mastery over Afghanis- 
tan.” 

Even if other nations are impressed 
by this change, the US certainly is not. 
A State Department spokesman said 
that Najibullah’s appointment seems 
“aimed at having him apply within the 
party the organisational skills he de- 
veloped in Khad in building an effec- 
tive, Soviet-style state and party struc- 
ture.” This change, he said, “is less 
significant than the continued presence 
of 120,000 Soviet troops in Afghanistan, 
which keeps that leadership in power 
and prevents the Afghan people from 
freely choosing their own government.” 

While Moscow may indeed be eager 
to end its costly venture in Afghanistan, 
it clearly is not ready to hand over Af- 
ghanistan to the mujahideen or groups 
hostile to the Soviet Union. And a 
leader like Najibullah, who could be a 
more dependable instrument to main- 
tain Soviet power in Afghanistan, 
would, by the same token, be disqual- 
ified as the builder of a broad-based, 
neutral Afghanistan. 


or to choose “the road of independence." 

"If as I hope — as I know — you will 
choose faith in the Republic, this will be 
with the assurance of a renewed statute 
which will rest on a large degree of au- 
tonomy . . ." Pons said, neatly reversing 
the assurance of "independence in as- 
sociation with France" given under the 
Fabius Plan. 

It remains to be seen how the Chirac 
plan will fare under the system of 
"cohabitation" with Socialist Party Pre- 
sident Francois Mitterrand. whose term 
runs until 1988 and who has veto powers 
over legislative changes. But even with- 
out the emasculation of the regions, 
Chirac could collapse FLNKS hopes of 
independence under the present system 
by simply bringing forward the referen- 
dum and holding it under à general 
franchise in which the Kanaks would be 
outvoted by French, Polynesian and 
Asian residents. 

Chirac's policy switch risks a return 
to the barricades by the FLNKS, who 
isolated Noumea from much of the 
countryside, closed mines and expelled 
White farmers from their land in late 
1984. Even before the Pons visit, 
FLNKS radicals were restive, with onc 
faction defying Tjibaou by sending six 
members to Libya in March for a con- 
ference of liberation movements and 
leaving one behind for training. 

Tjibaou himself reacted bitterly to 
the new policy. “The Pons speech is a 
provocation,” he said, “. . . it only con- 
firms what the Algerians have told me: 
‘Never trust the French, they are all 
liars’. o 
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some mileage from Karmal’s disappear- | PHILIPPINES 
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“Ty? 


By Guy Sacerdoti in Manila 


[- clowing three weeks of what the 
government has described as *maxi- 
mum tolerance" of rallies sponsored by 
supporters of deposed president Fer- 
dinand Marcos, Philippine President 
Corazon Aquino decided to get tough 
when a 1 May Labour Day celebration 
led to a near riot in Manila's tourist dis- 
trict. After a 90-minute stone-and-bot- 
tle-throwing battle between rival groups 
loyal to Marcos and Aquino, the gov- 
ernment called in anti-riot troops to dis- 


| perse the Marcos crowd with water ca- 


nons and tear gas. 

The next day Aquino dismissed the 
Western Police District commander, 
Brig.-Gen. Narciso Cabrera, for not 
stopping the fracas when it first broke 


t E ; l 
Marcos loyalists: 'no permit, no rally.’ 





out. In sacking Cabrera — who had 
once figured prominently in dispersing 
anti-Marcos demonstrations prior to the 
former president’s ousting in February 
with the help of a military revolt — 
Aquino tacitly admitted that some mili- 
tary commanders remain in powerful 
posts despite their Marcos sympathies. 
The move also accented the growing 
conviction that much still needs to be 
done to narrow the rift within the mili- 
tary between Marcos loyalists and re- 
formists who led the February rebel- 
lion. . 

Demonstrators loyal to Marcos had 
been camped out across the street from 
the US Embassy since mid-April and 
had been harassing passing motorists 
and calling for Marcos’ return. The pro- 
testers have accused the US of deceiving 
Marcos into believing that US military 
aircraft would return him to his home 





= ics Ae ir T Pro P. Fy, 
- yum o ps 


Enough is enough 


Aquino sends in anti-riot troops to quell pro-Marcos protesters 
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province when instead Washington's |- 
plan was to spirit him and his entourage | - 
off to exile in the US. i 
Living beneath pan sheeting | 
strung between trees lining the street, | 
the loyalists gradually extended their | 
presence along the street towards | 
Luneta Park, where tens of thousands | 
of workers — many belonging to leftist | 
Kilusang Mayo Uno union affiliates — | 
arrived to hear Aquino's Labour Day | 
message. A confrontation wasinevitable. | 
Cabrera was clearly with the Marcos | 
loyalists, telling them politely not to | 
throw rocks while soldiers under his | 
command used riot shields to help | 
gather stones for the youthful crowd. — | 
Information Minister Teodoro Loc- | 
sin had watched these activities fromthe | 
sidelines and later informed Aquino. 
After the labour rally, Capital District — 
Command riot troops moved in with © 
firetrucks and tear gas to remove the | 
demonstrators and dismantle their | 
makeshift shelters. 









A nato activity by the Marcos 
loyalists is not likely to end soon, - 
the government crackdown notwith- - 
standing. Leaders of the Marcos group | 
say they will continue to agitate to show 
that the new government, despite its 
campaign promises to the contrary, will | _ 
be as repressive as it claims the Marcos © 

regime was. 

The military, while not publicly op- | 
posing Aquino's initially soft stand to- | - 
wards the Marcos group, privately ex- |- 
pressed relief that the government fi- 
nally took some action against the 
group. The government said the policy — 
of maximum tolerance will continue, 
but that a “no permit, no rally" system 
will be enforced. 

The possible involvement of Marcos 
in the anti-government demonstrations - 
from exile in Hawaii became an impor- — 
tant aside in talks between Vice-Presi- | - 
dent and Foreign Affairs Minister Sal- |- 
vador Laurel and US Secretary of State | 
George Shultz in Bali on 30 April. — 
Shultz argued that Marcos should be - 
given a passport, so far denied by the — 
Philippines Foreign Affairs Ministry, to | 
allow the former president to move to | 
another country. 1: 

The Aquino government would 
rather the US take a more active rolein | 
helping its attempt to recover what it | 
says is Marcos’ ill-gotten wealth. Should | 
Marcos leave the US, it would be dif- — 
ficult to bring him to court to answer 
whatever charges may be brought against — 
him regarding property he or members 
of his family own in the US. o | 
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By Margaret Scott in Hongkong 


n a food stall in Kowloon, assailants 

wielding wooden stools beat a man to 
death. The police say the murder is the 
handiwork of triads. Within days, police 
tell of triads stabbing four boys in a 
crowded street, threatening to burn 
squatters' huts, killing a man in a bil- 
liard hall and attacking a woman mas- 
seuse with a chopper. 

From the looks of Hongkong news- 
papers and news programmes of late, a 
crime wave is bashing the territory and 
triads are to blame. Hongkong's triad 
societies are back in the spotlight, and 
not just on the front pages. Accompany- 
ing liie would say abetting) the atten- 
tion through headlines, is the govern- 
ment's renewed attention in the form of 
a report advocating the expansion of 
police powers and an assortment of get- 
tougher laws to attack triads. 

is government-generated spot- 
light on triads, and the proclaimed need 
to bolster its law-enforcement arsenal 
against them, also has highlighted some 
thorny questions about the ensuing ero- 
sion of civil liberties and civil rights of 
the accused, the justification for ex- 
panding police powers, and the timing 
of the report given the government's 
history of running hot and cold on the 
triad threat. 

Although the government has cast 


the report as a discussion document out- 


lining options, already there is stiff op- 
position to what critics say are the 
"draconian" measures it recommends, 
ranging from curtailing the movement 
of convicted triad members to expand- 
ing the powers of police to gain evidence 
from those accused of crimes to altering 
the accused's right to remain silent. 
Some say the government has a cre- 
dibility problem in making a case that 
tougher police tactics and tougher laws 
are needed to fight triads after years of 
downplaying the extent of triad 
societies and triad-related crime in 
Hongkong. "If they are going to limit 
civil rights and civil liberties, the gov- 
ernment better have a pretty good case 
that it is necessary. I don't think they 
have made it," says Ian MacCallum, 
chairman of the Hongkong Branch of 
Justice, an international organisation of 
jurists concerned with civil liberties. 
Civil liberties is a touchy subject in 
Hongkong these days, with 1997 and the 
return to Chinese sovereignty on the 
minds of those who worry that the 
abridgement of civil liberties in the 
name of fighting triads this year could 
be done in the name of fighting those 
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| Headlines bolster plan 
to get tough with triads 


with undesirable political views in some 
other vear. 

And some are voicing concern that 
the recommendations in the report ap- 
pear to be another encroachment on the 
current checks and balances in the cri- 
minal justice system, pointing to the re- 
vived commerical-crimes bill which 


would disband juries in certain cases as 


another example. Some, in a perhaps 
cynical gaze, wonder if making the legal 
system more palatable to the mainland 
may be more than a coincidental result. 

With considerable fanfare, the gov- 
ernment released the report last month 
and announced a three-month period 
for public comments on its suggestions. 
Even Governor Sir Edward Youde has 
pitched the report, saying there were 
times when the sacrifice of civil liberties 
was warranted. Hongkong must decide, 
he has said, if combatting triad societies 
was such à time. 

Chief Secretary David Akers-Jones, 
who as chairman of the Fight Crime 
Committee commissioned the crafting 
of the 80-page report, also spoke of 
triads as a menace of such magnitude 
that limiting the rights of individuals 
was justified when he introduced the re- 


port to the Legislative Council (Legco). | 


Akers-Jones told the council: *. . . let us 
not forget that these restrictions on civil 
liberties will apply to people who have 
chosen to bully, extort and to intimidate 
law-abiding members of the public. The 
law-abiding have nothing to fear from 
the law: let the criminal beware." 
Under the direction of Secretary for 
Security David Jeaffreson the report de- 
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Triad ceremonial banners. 


scribes the problem of triad-related 
crimes as pervasive, monumental and 
often immune to ordinary police tactics. 
It says there are 50 triad societies in 
Hongkong, remnants of the secret 
societies formed in the 17th century. In 
1984, a confidential police estimate 
placed triad membership between 70,00€ 
and 120,000, though not all member: 
were considered career criminals. 

The spectrum of triad activities, ac- 
cording to the report, starts at gang 
fights and goes on to include extortion 
and protection rackets; creating crimi- 
nal monopolies controlling such areas as 
construction sites, hawkers and squat- 
ters, the flat decoration business and 
some forms of public transportation 
such as light buses; prostitution; gambl- 
ing, and organised crime syndicates in- 
volved in international drug trafficking. 

The report recommends a three- 
pronged approach to strengthening th 
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Opposition atthe Bar 


B aister Alan Hoo says he is not a 
conspiracy theorist, but he sees a 
disconcerting coincidence between the 
signing of the Sino-British agreement 
for Hongkong’s return to China and 
the H ong Government's pluggi 

of a comm I-crimes bill that wou 


abolish the common jury. 
— 


“There are quite a 
Hongkong who feel there 

agreement between Beijing and Lon- 
don to change our legal system so 
that it is more in line with China's," 
says Hoo, a member of the Hongkong 
Bar Association. “Getting I 
jury; which is fundamental to our sys- 


rid of the © 


tem of justice, is one of those moves." 
Hoo, his Bar associates and mem- 
bers of the Hongkong Law Society 
have geared up for the round in 
their against the bill. In the last 
round (REVIEW, 28 Mar. '85) — 
posal kicked up acrimonious te 
over what was viewed as meddling 
with a basie principle to suit the con- 
cerns of legal administrators, there- 
by se (8: 
precedent for Post 2990. First kairo- 
duced last year, the bill was withdrawn 
amid flak but has —— revived. 
On 5 May, Hoo and colleagues 
sipine Voto Legco’s select com- 
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and judicial response to 


triads. To aid the police, it proposes 
one-way mirrors be used in the identifi- 
cation of suspects and police protection 
of witnesses afraid to give evidence. 

It recommends the creation of a 
police supervision scheme of convicted 
triad members that would place them 
under a curfew; restrict their entry into 
the Royal Hongkong Jockey Club, 
gambling and vice establishments, mas- 
sage parlours, automatic game centres, 
billiard halls, martial arts centres, and 
prohibit them from carrying a paging 
machine. The supervision scheme also 
would subject repeat offenders to what 
is called a special form of caution, which 
places a burden on the person arrested 
to give an explanatory statement to 
police, and the failure to do so would be 
pointed out in court. 


N= the report proposes changes in 
the law to increase the sanctions for 
belonging or even implying member- 
ship in a triad society. It recommends 


| 





Two men on triad society charges leave court. 





legislation to enable the government to 


go after the assets of those convicted of 
drug trafficking or laundering money 
from drugs, and it Trpo that those 
convicted be forced to pay the govern- 
ment HK$40,000 (US$5,130) a month 
during their imprisonment. Lastly, the 
report advocates the creation of new 
legal mechanisms for cracking triad 
societies such as secret investigatory tri- 
bunals or legislation modelled after the 
US anti-racketeering statute in which a 
series of crimes can be linked and prose- 
cuted as a pattern of organised crime. 

"Are more draconian measures 
necessary? That question needs to be 
looked at very carefully in deciding 
whether to adopt any parts of the re- 
port," says MacCallum, a comment 
echoed by others. Many complain that 
the report assumes triads are a monoli- 
thic entity and its suggestions would 
subject youth gangs and international 
drug dealers to the same severe mea- 
sures. 

Some consider absurd the notion of 
stopping individuals from 
carrying paging machines. 
Others consider worrisome 
the thought of police being 
able to stop anyone enter- 
ing a video gameroom on 
the pretext of checking for 
those violating a supervi- 
sion order. 

Supreme Court Justice 
Simon Li, giving his per- 
sonal views and not those 
of the court, says the report 
leaves him with *the over- 
all impression that judges 
and juries are morons." 
And Li, who has taken a 
visible role in public issues, 
particularly as a member of 
the Basic Law Drafting 
Committee which is devis- 
ing the mini-constitution 
for the territory after 1997, 
says he is most concerned 
with the suggestion of creat- 








mittee to again urge its rejection. 
. Senior government officials say in- 
terpreting the commercial-crimes bill 
as an attempt to realign the | sys- 
tem is pv Attorney- 

Michael mas and Solicitor-Gen- 
eral J. K. Findlay, who both favour the 
bill, say it is simply the ted, 
arduous nature of crime 
cases that inspired the bill. It would re- 
place the jury with a panel of commer- 


experienced persons ser ving as 
adjudicators. The panel would sit with 
a judge, who, along with presiding and 
—— —— 
cisions would be by and no 
— isola id à 
to find comfort for their cause in the 


report of the Roskill Committee in 
Britain, which examined the whole 
issue of commercial-crime trials. The 
debate in Hongkong was put on hold 


awaiting the Roskill findings, which to 


the surprise of many, endorsed the 
idea of expert-panels in certain cases. 
Despite the Roskill report, critics 
have continued complaining that the 
H ong Government has not proved 
that there is a need to change the way 
commercial crimes are tried. Commer- 
cial cases, they say, are no more con- 
voluted or taxing than, say, murder 
cases. And, critics call the expert panel 
an especially bad idea for a place such 
as Hongkong where the commercial 
community is too small and incestuous 
for it to work fairly. . — Margaret Scott 
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ing a special caution rule for triad mem- 


bers under arrest. If implemented, Li 
says, it would contradict the basic princi- 
ple that the accused have the right to re- 
main silent, and exercising that right can- 
not be used against the accused in court. 

According to members of .Legco, 
contemplating expanding police powers 
must go hand-in-hand with safeguards 
for ensuring those wers are not 
abused. Legco Councillor Martin Lee, 
for one, says high-ranking police de- 
partment officials who recently ap- 
peared before the council's security 
panel had few safeguards to offer. 

Lee also agrees with those who claim 
the adminstration has a credibility prob- 
lem considering the flip-flops in offi- 
cials’ descriptions of the triad problem 


in recent years. Last year; former chief. 


secretary Sir Philip Haddon-Cave said a 
1976 police report had misled the gov- 


ernment into thinking that triad socie- ` 


ties existed “largely in name only.” 


quee comments fuelled suspicions - 


that the police were purposel 


under-estimating the scope of triad- 


related crimes because of collusion 
between pockets of the police and triad 
societies. Of course, the conviction, in 
1975, on corruption charges of the head 
of the police Triad Security Bureau did 
not help dim that suspicion. The triad 





bureau was disbanded, and government | 


officials have spent most of the past 


decade avoiding the issue of triads. 
Earlier this year, Jeaffreson said he 
was to blame for Haddon-Cave's com- 
ments, which Jeaffreson said were er- 
roneous. Jeaffreson said the 1976 report 


had, in fact, said triads were an ever- | 


growing and serious problem, but that 
he and the police department had de- 
cided to withhold those findings from 
the public out of a conviction that pub- 
licity only enhanced the glamour of 
triads. Jeaffreson said Haddon-Cave 
had not been told of this decision. Lee 
said a study of press reports showed a 
marked decline in articles about the cri- 
minal activity of triads after 1976, a sign 
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of the role of police views on the cover- — 


age of crime. 

Against that background, Lee says, 
scepticism of the government's por- 
trayal of triads is to be expected. 
"Which version are we supposed to be- 
lieve?" Lee asks. 

Yip Yin-che, a social worker who 
spends her time in the growing town of 


Tuen Mun in the New Territories, says - 


she has no doubts about the pervasive- 
ness of triads. "It is the dominant sub- 
culture. Kids worship triad leaders, to 
join a triad society is a very normal 
thing, and triads affect all aspects of or- 
dinary life," she says of the Sun Yee On 
society which controls Tuen Mun. 

Yip welcomes the attention paid to 
triads by virtue of the report, but she, 
like others, doubts. that beefing up 
police powers will make much of a dent 
in places like Tuen Mun. 
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| . By Neville Sarony 


| "Phe recent visit by Britain's Queen 
^ Elizabeth to Nepal prompted a 
| number of people to attack the Nepal- 
| ese Government for allegedly ill-treat- 
| ing its tiny Christian. community, 
| exhorting the Queen as “Defender of 
.| the Faith" to intervene on behalf of her 
| spiritual subjects. 
i Specifica. Nepal was charged, 
| inter alia, with blatant violation of Arti- 
.| cle 18 of the UN Convention on Human 
.| Rights, guaranteeing freedom of reli- 
| gious belief. Arcady, so the argument 
E ran, did not extend to the Christians 
| who were being harassed, persecuted 
| and even tortured for their beliefs. This 
| sweeping allegation, however, does not 
| bear close analysis. 
^| Nepal's constitution guarantees that 
| any individual may freely practise his 
| faith. The one qualification that the law 
| lays upon this freedom is that evangelis- 
| ing and conversion to any faith is pro- 
. scribed. Nepal asserts proudly that it is 
{| avowedly a Hindu kingdom — its 
| sovereign is a demi-God, being a rein- 
| carnation of the Hindu God Vishnu. 
. . Thecritics' basic premise is that it is a 
| necessary article of Christian faith that 
|| believers must actively evangelise, 
_| otherwise they are not practising Chris- 
| tians. The underlying assumption is that 
_ Christianity is the exclusive road to 
| heaven. The evangelical prerequisite 
| will doubtless come as a surprise to 
. many Christians. 
E : istory suggests that generations of 
| Christians have lived and worked in 
Nepal without subscribing to the theory 
| of arrogant exclusivity. Since the first 
.| Jesuit priests entered Nepal in the Mid- 
| dle Ages, Christians have lived and 
| worked in Nepal, the majority having 
| entered after the 1952 Constitution. All 
but a tiny handful have enjoyed as 
EE EM an existence as the Buddhists, 
| Muslims and other non-Hindus. Some 
_| “Christians,” however, have been ar- 
.| rested and prosecuted for flagrant viola- 
.| tion of the law proscribing evangelism. 
Examination of these cases reveals 
that these so-called Christians are adhe- 
rents of a cult whose tenets of faith Jesus 
| Christ himself would find it hard to rec- 
.| ognise. They preach — in violently ad- 
| monitory language — a path to salva- 
.| tion that expressly excludes not merely 
| every other major religion but also 
. every other Christian church. 
3 Prayer meetings are dominated by 
| endless exhibitions of public confession 
which quickly become self-induced hyp- 
. nosis leading to mass hysteria. Mandat- 
ory contributions of 10% of the ad- 
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Nepal accepts your faith - 
. but not your hell-fire | 





herent's income guarantees that prayers 
are offered up for the donor: prayer 
ceases once payments end. 

Unlike the Catholics or the United 
Missions, they are not engaged in 
charitable works, even among their own 
followers. Converts are acquired by the 
hell-fire technique of preaching in pub- 
lic places, calculated to instil terror in 
the minds of unsophisticated folk by the 
vehemence with which non-believers 
are damned. Their blinkered bigotry di- 
vides families and indulges in those 
same practices which have engendered 
deep disquiet in the West over the appa- 
rent inability of legal systems to curb the 
excesses of kindred movements. 

By way of contrast, the Nepalese 
exercise their lawful powers with re- 
markable discretion, ordinarily only in- 


voking legal process when the cir- 
cumstances really warrant it. The law is 
unequivocal and its provisions fully 
understood by those who flout them and 
deliberately court arrest as a form of 
status seeking. 

This is not the place in which to con- 
duct a comparative study of religions 
but one may adapt a great jurist's def- 
inition of liberty: Your freedom to prac- 
tise your religion ends where mine begins. 


A! of which said, there may well be in- 
stances of excesses by local officials 
abusing their powers — indeed where is 
this not so? Brutality can neither be con- 
doned nor justified in any circumstances 
and the Nepalese Government, sensi- 
tive to such criticism, will doubtless pur- 
sue its own investigations. Yet we may 
still pause to place matters into pon ec- 
tive and thus gain valuable insight. Dha- 
ran in eastern Nepal was singled out for 
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ortured. Dharan is a hotbed of anarch- 
ists and general malcontents: even the 
stalwart British recruiting officers of the 
Brigade of Gurkhas Depot there have 
adjusted their recruiting criteria in the 
face of local hooligan elements. 

A human-rights team protested that 
members of- an organisation callec 
"Youth with a Mission" had been ar- 
rested and detained for a week in appall. 
ing conditions merely for staging a pup: 
pet show illustrating gospel stories. Ap- 
parently these young missionaries 
thought that the Nepalese authorities 
would not understand such subliminal 
persuasion techniques. The puppeteers 
were accorded the same conditions of 
custody as any other suspected law- 
breaker. Presumably the human-rights 
team would not argue that Christians, 
be given preferential treatment? 

A further allegation of discrimina- 
tion against Christians involved in com- 
munity projects betrays an ignorance 
the political realities of Nepal. It is « 
country of some 14 million widely dispa- 
rate peoples, differing in race, religions, 
culture and political sophistication. The 
king represents the one unifying factor 
in cobbling a measure of homogeneity 
from his polyglot subjects. 

There have been a number of in- 
stances where foreign-backed enter- 
prises have been curtailed, limited or 
even refused permission to operate: the 
rationale being that if a badly needed 
amenity is seen to be provided by a 
foreign agency, this will reflect ad- 
versely on the government's failure to 
make the provision itself. 

The thinking assumes even greater 
significance when such projects are in 
areas remote from the capital or among 
people who have shown a marked ten- 
dency to resist central authority. A tell- 
ing example is Sir Edmund Hillary's 
foundation for improving the lot of the 
Sherpas. His secular, apolitical an 
philanthropic organisation has a ve 
obvious raison d'étre founded in the 
New Zealander's long association with 
and affection for these Himalayan peo- 
ple. Despite this the foundation has ex- 
perienced bureaucratic hindrance. 

Critics, especially those on a fleeting 
visit as guests of those with a particular 
axe to grind, can hardly be expected to 
have a proper appreciation of the cir- 
cumstances that obtain in Nepal. Pru- 
dence would dictate that they be rather 
circumspect before allowing their zeal 
to unfetter their tongues. Observation 
of the Christian faith is legally permissi- 
ble and factually tolerated. 

Those, however, who insist upon 
"leading the wretched heathen to the 
light" in contravention of the laws of the 
land in which they choose to reside, 
must accept that their arrogance will un- 
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doubtedly —* its unhappy — but 
nonetheless legitimate — conse- 
quences. . Oo 
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Timken’ tapered roller ings and what 
bearings are unsurpassed for makes them run— 
quality and consistency. Thats — Timken bearings 
what makes them so hard to are available virtu- 
equal for your original equip- ally everywhere. 
ment or replacement needs. That's what 

And thanks to our world- makes them so | 
wide network of distributors— easy to find. z 
local experts who know bear- Why settle for anys 





Gy | thing less? Specify Timken 
ad tapered roller bearings. 
The Timken Company, 


Canton, Ohio 44706, U.S.A. 





— — — 


BZ TIMKEN 









— 
Ui E « V ORE 


Loos CAST OF THOUSANDS 


A 
— 


^ —— 


"3 
E L 


"a" wv © et \ 
— 
^ 


LIKE EVERYONE 
AT BRITISH AIRWAYS, SHE'S BEEN 
_ THROUGH A TRAINING PROGRAMME 


CALLED. PUTTING PEOPLE FIRST 


NOW SHE REALLY KNOWS...THE TRUE MEANING 


or SUPERCARE 
SEE HER IN p REAL LIFE ox aw 
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MORE DRIVE POWER MORE LOAD HANDLING MORE GRADEABILITY 

The Toyota Skid Steer Loader's diesel The Toyota Skid Steer Loader is compact. With plenty of power, 4-wheel drive 
engine delivers power to spare. There's Yet, with an operating load of 520kg, it's deep-lug tires, our Skid Steer Loader 
power enough to carry a big load —up to capable of bringing out some big loads. handle work in steep, sloping areas. 
520kg. That kind of performance is tough It offers the capacity you need to tackle Which makes its on-site versatility ali 
to beat. high-volume materials quickly and more impressive. 


efficiently. And there's also the 2SDK8 
with a 600kg capacity and the 2SGK6 
and 2SDK6 with a 460kg capacity. 















Our numbers 
add up to "MORE" 


Toyota products are known for their high level of overall performance. And the 
new Toyota Skid Steer Loader is a powerful example of what we mean. When you 
compare, you'll discover our Skid Steer Loader gives you more of what you're 
looking for. More power and performance. 
More versatility — with attachments to handle 
virtually any kind of job. And best of all, it's 
backed by Toyota quality and reliability. So 
whether you're in construction, landscaping 
or manufacturing, you owe it to yourself to 
check out the Toyota Skid Steer Loader. 
When you do, we think you'll like the way our 
numbers add up. 


— Toyota Presents the 


"MORE" PO’ 








aeg () 4 las ma 1 /3()e= 


( learance 
Lift le 





[2SDK7] 
IRE EFFECTIVE DUMPING MORE LOAD CAPACITY MORE MANEUVERABILITY 
? Toyota Skid Steer Loader's 47° We gave our Skid Steer Loader a big With a 1,730mm clearance circle (with 
:ket-dumping angle makes it easier to bucket so you can handle a wide range standard bucket), the Toyota Skid Steer 
2ad high-viscosity materials — such as of materials. Which means you can Loader virtually turns around in its own 
y or manure. Plus, the bucket is self- handle a variety of jobs, and get them tracks. Which means it can get you 
2ling to prevent spills. done that much sooner. In addition, our into — and out of —work areas where it's 


2SDK8 offers 0.34 cu. m. bucket capacity impossible to take a larger rig. 
and our 2SGK6 and 2SDK6 offer a 0.28 
Cu. m. capacity 
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HONG KONG: CROWN MOTORS LTD. TEL: 5-622226 
INDONESIA: PT. TRAKTOR NUSANTARA TEL: 495475 

MALAYSIA: UMW INDUSTRIES (1985) SDN. BHD. TEL: 03-5591201 
PHILIPPINES: PHILIPPINE FORKLIFT CENTER, INC. TEL: 819-09-06 
SINGAPORE: UMW EQUIPMENT SYSTEMS PTE. LTD. TEL: 2653155 
TAIWAN: HO-TAI MOTOR CO.,LTD. TEL: 5612121 

THAILAND: TOYODA (THAILAND) CO. TEL: 245-3405-9 


And distributors around the world. 
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Whenever the direct operating 
costs (DOC) of CFM56 engines 
are tabulated and touch down 
on the desk of the chief financial 
officers at our more than 50 cus- 
tomer airlines, it's another series 
of smooth landings. Because 
CFM656 engines are proving to 
deliver everything CFMI 
promised. 

Utilizing the technology 
derived from the most recent 
research and development 
programs, including the 
GE/NASA Energy Efficient 
Engine, CFM56 engines 
provide low risk and high 
reliability, essential 
ingredients to com- 
petitive airline ser- 
vice. CFM56 engines 
have a dispatch 






CFM56 ENGINES. 
OUR OPERATING 

COST IS ONE 
FORTHE BOOKS. 











reliability record of better than 
99.8%, So more passenger miles 
produce more revenue from CFM 
customers every day. Fewer 
spare engines need be purchased. 
In the newest generation CFM56 
engine, savings on maintenance 
alone are nearly 2 million dollars 
per aircraft during the first ten 
years of service, when compared 
to other engines in its class. Fuel 
burn in CFM56 engines has 
improved 18% and on-going 
product improvement programs 
will ensure that the CFM56 


ER remains highly competitive 
2 throughout its life. 


The CFM56. The quiet 
engine that's a sound 
investment. Backed by 

General Electric U.S.A 
and SNECMA of France 


M 
MILLIONS OF MILES AHEAD. 


cfm C) international 


A JOINT COMPANY OF SNECMA, FRANCE AND GENERAL ELECTRIC COMPANY. U.S.A 
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How international investors 
benefit from Morgan Guarantys 
market-making strengths 





Market specialists meeting in Morgans new dealing room in London are, clockwise from left foreground, Mark Hausberg, head of 
Eurosecurities Sales, Stephen Heard, Marion Freeman, Douglas Marston, and Andrew Threadgold, head of Sales and Trading 


Institutional investors actively managing 
a portfolio of international debt securities 
want a dealing counterparty that does 
more than bid and offer. They want new 
ideas, careful analysis, customized ser- 
vice. Here's what that means at Morgan. 


Market position. Morgan is known for 
leading innovative Eurobond issues. But 
our strength in structuring issues that 
meet investors' needs is based on a 
thorough involvement in many second- 
arv markets. No one knows more about 
the interrelated elements that affect fi- 
nancial markets—interest rates, Currency 
fluctuations, capital flows. Our dealers 
exchange vital information around the 
clock so we can give our clients timely 
and accurate financial market updates 


Analytical strength. Morgan’ capital 
and money market research groups 
identify profitable investment opportu- 


nities and provide analytical support for 


our investor clients. Our sophisticated 
information system tracks historical 
price, yield, and spread relationships to 
enhance client returns 

Market coverage. Morgan’ market- 
making goes beyond Eurodollar bonds 
and U.S. Treasuries. We make markets 
in non-dollar-denominated Eurobonds 


and government securities, floating-rate 


and short-term notes, CDs, currency 
options, and warrants. Morgan Futures 
Corporation is an active member of all 
the major futures exchanges. Morgan 
is also active as a principal in securities 


markets in Amsterdam, Frankfurt, 


Morgan Guaranty 


Zurich, Paris, London, and New York 
Morgan professionalism. When you 
work with Morgan you get over 100 years 
of international financial experience— 
and the strength of an institution with 

over $5 billion in primary capital. 

You get a network of sales and trading 
specialists that stretches around the 
world. And vou get a team interested in 
developing long-term relationships 

Call in Morgan. Find out how we can 
meet vour international securities in 
vestment and trading needs. Call Mark 
Hausberg for Eurosecurities, Nabil 
Sawabini for U.S. Treasuries 


Morgan Guarantv Ltd, Edinburgh Tower, 
15, Queens Road Central, 


Hong Kong Member FL 




















PROPHECY 





Guide-book to the future 


Tung Shu: The Ancient Chinese Almanac 


edited and translated by Martin 


| birth, physiognomy, number of strokes 


in the characters of the name, among 


| others), charms for healing and exorcis- 


Palmer, with Mak Hin pie Kwok Man Ho and Angela Smith. Century Hutchin- | 
1 


son Ltd, London. £9.95 (US 


month or so before the Chinese 

New Year visitors to Chinese shops 
will see huge piles of a curious looking 
book. It is thick, much taller than it is 
wide, bound in the Chinese fashion 
but with an extra loop of red string at 
the top to hang it up with and its pre- 
dominant colours are red, yellow and 
gold. The illustration on the front cover 
shows three old men and three young 
children. 

Flicking through it one sees a be- 
wildering mixture of different type- 
faces, mysterious diagrams, endless 
tables and bright red characters. This is 
the A/manac, without which no self-re- 
specting Chinese would embark on the 
year ahead. 

You only need know a little Chinese 
to guess at the subjects of some of the 
sections but reading the texts is a differ- 
ent matter altogether. Like so much of 
Chinese culture they do not make much 
sense unless you already know what 
they say. If one could read it all one 
would have access to a compendium of 
Chinese culture, a guide-book to a side 
of China that officially does not exist, 
the traditional popular culture, un- 
touched by 20th-century doctrines and 
quite riddled with superstition. 

A complete translation might be too 
much to ask but Palmer, inspired no 
doubt by the unabating interest in the 
esoteric aspects of Chinese culture, has 
edited an English guide to the almanac 
which should be interesting to a larger 
readership than just the astrology 
crowd. 

The essential part of the almanac and 
its original reason for existence is the 
calendar itself, oddly relegated to the 
very end of the book. This gives correla- 
tions between Western dates and their 
Chinese equivalents which are needed 
to save tedious calculations of the dates 
of traditional festivals from one calen- 
dar to another. It also has the planets 
ruling the days and most important of 
all, activities that may or may not be 
carried out. 

This is the part of the almanac that 
people consult most often, despite its 
rather curious emphasis: on activities 
that do not seem likely to bring down 
the wrath of the gods, like bed-making 
and hair-washing. Autres temps, autres 
moeurs, but itis a shame the guide does 
not explain the deeper significance of 
bed construction. 

As for weddings, funerals, long jour- 
neys or business transactions it is easier 
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to understand a need for reassurance 
that they are being done on the right day 
and this is one of the reasons for the im- 
mense popularity of the almanac. It also 


ing, the hundred family names with pic- 
tures of their more illustrious bearers, a 
geomancer's compass, a scientific ex- 
panation of eclipses, a story about Con- 
ucius, a guide to letter-writing, tele- 
graphic code numbers for Chinese 


| characters and, most surprising of all, a 


explains the continuing prosperity of its | 
| publishers, one edition selling a million 


copies a year. 

Before one imagines all the Chinese 
carrying out business deals on the same 
day it should be recalled that they are 
also a pragmatic people. The guide 
quotes a phrase from The Dream 
of the Red Chamber where some- 
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Tools of the almanac; stree 


one disregards the almanac’s advice. 

“A scholar should not concern him- 
self with almanacs, but should act as the 
situation demands,” he explains, a true 
Confucian. A Chinese friend of mine 
found herself in a similar situation when 
planning her marriage in Europe. She 
wrote to her parents to announce the 
date of the ceremony and got in return 
an urgent request to do it on another 
day. “We have made the announcement 
for the 23rd,” they wrote. 


It turned out that the day she had 


chosen was suitable for anything except 
a wedding. But she too is a scholar and 
the arrangements were made. She marri- 
ed on the day she had chosen and told 
her parents it was done on the 23rd. 
Apart from the calendar the Chinese 
almanac also contains several different 
methods of fortune-telling (by date of 
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t scribe: getting the day right. 


pronunciation guide to English with 
useful words (“Compradore,” “good 
fellow"), some erratically spelled 
(“ciggarette,” “meck tie," “aereted 
water’). 

These are accompanied by an at- 
tempt at phonetic spelling using 
Chinese characters. According to the 
guide these are not much use even in the 
Cantonese they are intended for and. 
therefore, even further off the mark in 
Mandarin: “bielie” is belly, “wen” is 








man and if you're ever asked for a 
"shaxuezhi," it’s a sausage. 


his English guide to the almanac 

gives a completely uncritical Chi- 
nese viewpoint on it and consequently 
a certain number of its claims should 
be treated with scepticism. The differ- 
ence between the imperial calendar 
which strictly regulated the year's 


| activities and the almanac, the means 





by which the calendar was brought to 
the people, is not made sufficiently 
clear. 

Claims for the antiquity of the 
almanac in its present form cannot be 


_ Justified either. Although many of the 


methods of divination to be found in 
it are extremely ancient this does 
not mean they have always been part 
of it; they were in fact incorporated 
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over the centuries to the accompani- 
ment of a stream of criticism from Con- 
fucians. 

Most of the contents of the present- 
day almanac seem to have been added 
to it during the 19th century, as Carole 
Morgan points out in her study of the 
Spring Cow section. (Her book, Le tab- 
leau i boeuf de printemps, Etude d'une 
page de l'almanach chinois is not men- 
tioned in the bibliography and rather 
spoils the editor's assertion that the 
book at hand “is the first time a detailed 
examination of the book in any lan- 


lished.") A comprehensive historical 
study would have been interesting (who 
did the illustrations and When?) but was 
presumably outside the scope of this 
book. 

There are also a few misleading state- 
ments; saying that Chinese time starts in 
2637 BC makes this sound like Year 
One when the Chinese have no such 
concept. Putting the Chinese point of 
view is all very well but it is still embar- 
rassing to be told that Confucius wrote à 
commentary to the Book of Changes or 
that a certain type of fortune-telling 


a playful or light-hearted manner." 

For different. reasons various 
Chinese regimes have tried to suppress 
the almanac but some parts of it will 
never die. A government commission in 
Taipei issues a free annual Guide to 
Domestic Life, full of enlightened infor- 
mation about dangers in the home and 
how to look after children. And there, 
tucked away right at the end, is the trad- 
itional calendar, complete with good 
and bad stars, cyclical characters, the 
corresponding animals of the zodiac and 
auspicious and inauspicious days for 


guage other than Chinese has been pub- 
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Dignity survives in exile 


In Exile from the Land of Snows by John F. Avedon. 
Wisdom Publications. £7.95 (US$12.40). 


P the late summer of 1980 I sat in a field in northern India 
and watched an extraordinary amateur movie, made by the 
Dalai Lama's first delegation to visit Tibet since the com- 
munist invasion of 1959. Free to travel the length and breadth 
of their country, the delegates filmed what they saw. It was a 
dark rainy evening, but the emotional impact of the docu- 
ment on the hundreds of Tibetan refugees present was elec- 
trifying. There was anguish and shock at the widespread de- 
struction of well-known monuments and at the pathetic con- 
dition of the Tibetans in Tibet; there were tears at the ecstatic 
welcome given the delegates, and at the possible recognition 
of friends and relatives of whom there had been no news for 
21 years. It was a historic time, for the darkness of half a 
lifetime over Tibet had begun to lift. 

The agony of Chinese oppression, the plight of the ref- 
ugees in India, the visit of the delegates to ibet, and the re- 
cent liberalisation, are the subject of this meticulously re- 
searched and passionately written book, recently repub- 
lished by Wisdom Publications in their new Wisdom Tibet 
series, Avedon has taken pains to record detailed life stories, 
and his use of biographical material adds a personal element 
to the historical events: the courage and even humour with 
which the Tibetans faced oppression and refugee life is 
clearly told. 

This depth of personal experience, combined with exten- 
sive research make it a definitive and moving book. In addi- 
tion, Avedon is an excellent writer: his accounts of pilgrim- 
ages with the Dalai Lama in India, and of the Nechung oracle 
— shrouded in secrecy and rarely seen except by a handful of 
Tibetan officials — are particularly good. His study of 
Tibetan medicine is detailed and thoughtful. 

A major omission, however, is that no mention is made 
either of the scale or the manner of rehabilitation of Tibetan 
refugees in India; the help given by the Indian Government 
receives bare mention, while the generous help of industrial 
nations is totally ignored. Between 1960 and 1975, private 
help and government aid amounting to millions of dollars 
was channelled through international aid organisations to the 
refugees in India. The Indian Government gave some land, 
but most of the settlements are on land that had to be bought. 

Housing, industrial and agricultural projects, medical 
bills, education, food and clothing all came as donations. The 
refugees are now a self-reliant and even thriving community, 
but their relative prosperity is only partly due to their hard 
work and thrifty habits. It is sad that the foreign aid that en- 
sured the survival of the Tibetans and their culture in exile 
should receive no mention. 

The book also presents a rosy picture of the refugees as 
united in exile, though there have been serious divisions in 
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should not be used "by anyone in 








bed-making. — Sarah Hart 


the community. Avedon points out that democracy is new to 
Tibetans, but ignores the implication that historically, Tibet- 
an governments have often been autocratic and locally par- 
tial. 

The appalling attempt to brainwash a nation by terror has 
mercifully been abandoned, and recent years have shown a 
liberalisation of life in Tibet. These changes are hardly men- 
tioned or examined in the book. The Chinese Government 
has not made changes out of kindness: these merely make its 
life easier in a hostile situation. Avedon does not examine re- 
cent politics, or the implications of Tibet's present status as 
the site of one of China's main missile bases, nuclear research 
centres and dumping grounds for radioactive waste. (The lat- 
ter is particularly disturbing since it is unlikely that the 
Chinese take as much care as the Western nations in ensuring 
the safety of highly toxic substances.) There has been no 
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change in China's military use of territory acquired in contra- 
vention of UN resolutions, and against the will of its people. 
Although the Tibetans have won no major battles, they 
have preserved and upheld their culture, and achieved a 
measure of political strength. Armed resistance was not a 
problem to the People's Liberation Army for long, but today 
the Tibetans are more influential than ever before. As 
Mahatma Gandhi showed in India, the path of non-violence 
can lead to political influence: power does not only grow 
from the barrel of a gun. 

The success of the Tibetans is closely linked to the grow- 
ing prestige of the Dalai Lama, and under his leadership, the 
Tibetans have handled aggression and exile with the civilised 
attitudes of Mahayana Buddhism and great dignity. The mes- 
sage of Tibet is that a civilisation is not to be judged simply by 
material progress, and that the Mahayana, with its compas- 
sionate outlook and philosophical clarity, can still be an in- 
spiration and a vital influence. — John Tate 
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| * numbers from 1 to 
ntered in the Lotto 6/49 
computer system and if they match the six 
winning numbers chosen in the draw— you win 
the grand prize. Or if you have only 3, 4 or 5 


numbers correct you win one of thousands of 


secondary prizes available. 
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| By James Clad in Manila 
| An awkward statistic dominated the 
| # annual meeting of the Asian Deve- 
| lopment Bank (ADB): for the first time 
| in its 20-year history the cash-rich bank 
| had seen a decline in its lending commit- 
| ments. Despite the prospect of more 
| loans to the Philippines, India or even 
eventually to a newly admitted China, 
donor concerns about bank policy — 
especially US insistence on market- 
| oriented reforms by ADB borrowers — 
| could inhibit a quick resumption of 
. lending growth. 
| |J Although re-electing Masao Fujioka 
| to the bank's presidency for a second 
| five-year term, the board of governors 
| meeting held from 30 April to 2 May left 
| him in no doubt about reaction to the 
14.6% fall in new ADB lending commit- 
. ments during 1985. At a time of stagnat- 
ing external capital flows to the region, 
only 13 member countries took new 
loans — five fewer than in 1984. Even 
. average loan amounts dwindled. (Com- 
. mitments for 1985 fell to US$1.91 bil- 
, lion against US$2.23 billion in 1984, 
| though actual disbursements rose from 
| US$998 million to just over US$1 billion 
| during this period.) 
| JJ Nor were most members pleased by 
| the eleventh-hour replenishment ag- 
reed on 29 April, for the bank's popu- 
.| lar soft-loan facility — the Asian Deve- 
| lopment Fund (ADF). The US$3.6 bil- 
| lion agreed for the period 1987-90 was 
| US$200 million below the level Fujioka 
| had insisted was needed to keep the 
_| ADF's inflation-adjusted resources at 
. the same level as the last replenishment. 
| He originally had asked for US$5 bil- 
lion. The ADF lends for 20 years with a 
1% service charge. 

Fujioka blamed the lending slow- 
down on the economic climate, espe- 
cially reluctance or even fear by some 
borrowers of seeking more debt fi- 
nance. Some delegates blamed the 
Manila-headquartered bank's pace and 
prudence: at a time of steadily cheaper 
commercial money, the ADB's project- 
based loans appear “unduly burden- 
some as compared to . . . other sources 
. of lending," as Indian Finance Minister 
| Vishwanath Pratap Singh put it. His In- 
donesian counterpart, Radius Prawiro, 
said flatly that "the lower level of ADB 
lending during 1985 was in part the di- 
rect result of an overly conservative ap- 
plication of the bank's existing lending 
instruments.” 

Others laid part of the blame in the 
lap of the ADB's 12-man board of direc- 
tors. Last year the US and other donor- 
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ee The ADB slacken its new commitments 


Last-resort lender 


country directors held up some loans, 
citing poor quality in the ADB staff's 
written proposals. For example, they 
found glaring rate-of-return and other 
errors in an edible oil project in Burma 
and in an agriculture project for the Ma- 
laysian state of Perlis. — . 

The falling loan commitments have 
not moderated the US desire for more 
private sector, marketplace orientation 
in the ADB. Although the Americans 
only hold about 12.5% of ADB voting 
power, they routinely subject the ADB 
to the same lecturing they give Wash- 
ington-based multilateral banks. At the 
final ADF round on 29 April — the last 
stop in negotiations beginning in Rome 
and adjourning later to Vancouver and 
Tokyo — US deputy assistant treasury 


—MÀ— 


ADB: decline in lending commitments. 


secretary James Conrow dug in his heels 
over internal, market-oriented reforms 
in the ADB. 


he tenacity worked. Senior bank 

staff said thàt Fujioka behind closed 
doors bowed to most American de- 
mands. These centred on improving the 
quality of loan projects, promoting the 
private sector, developing "country 
strategies" for borrowers and hardening 
ADB  conditionality via — "policy 
dialogues" with borrowers. Some even 
saw Fujioka's agreement as the price of 
US acceptance of the ADF replenish- 
ment and another presidential term. 
Conrow "played hardball with Fujioka, 
and it worked," said one senior staffer 
— even to the extent that Fujioka was 
asked to confirm his acceptance of US 









views in writing, an unusual request. 

Conrow stuck to his ideological 
guns. The ADB's “primary role . . . 
should be to act as a catalyst for pss 
change that spurs economic growth," he 
said. In lending, quality not quantity 
counts — and funds must be tied to 
“market-based policy reforms" where 
needed or to advise on *market forces, 
investment incentives (including lower 
tax rates), privatisation and capital-mar- 
ket development." The US did not 
stand alone on these concerns: the West 
Germans, Swiss and British said similar 
things. However, most borrowing mem 
bers — the intended objects of market 
discipline — remained silent. 

Conrow had written to Fujioka, ask- 
ing the ADB to set out "the policy re- 





form objectives it will seek, how it pro- 
poses to achieve them and measures it 
might consider imposing as sanctions on 
poor performance" in its count 
strategies. Fujioka was told the AD 
must "go into greater detail regarding 
its proposals to enhance the role of the 
private sector. In general we would en- 
courage the bank to become more asser- 
tive in the policy arena," Conrow wrote. 
Since the market has become the 
message, the ADB has tried hard to ob- 
lige. For example, it held a major capi- 
tal-market seminar earlier this year and 
in March set up a “private-sector unit" 
within the bank's structure. In 
November the board of directors 
waived government guarantee require- 
ments for lending to private firms. 
. Under Fujioka the ADB has used in- 
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novative instruments to raise loan capi- 
tal from commercial sources, either for 
its own use or through various co- 
financing proposals directly to the end- 
borrower. But most lending, even to 
development-finance institutions, still 
goes, at least initially, through govern- 
ment hands. 

Some bank staff feel aggrieved by 
the persistent US attacks. They cite ef- 
forts to accommodate US concerns, 
ranging from the accelerated effort to 
take equity in private financial firms 
(such as a South Korean venture-capital 
firm — REVIEW, 16 Feb. 84) to seeking 
co-financing opportunities. To some ex- 
tent, however, they accept that 
rough-house US tactics have led to a 
welcome shake-out of old habits. 

But they also say much US concern 
about project quality is misplaced. Asa 
matter of programming routine, various 
bank departments for many years have 
prepared their own “strategy” papers; 
some on the board of directors re- 
mained ignorant of these until just 
before the Manila meeting. Bank staff- 
ers say that much US concern about 
poor project evaluation standards re- 


sults from ignorance of staff procedure. 
ap FINANCIAL TIMES 


pressure to use policy dialogue as a 
means of imposing policy reforms on 
[borrowers].” 

Behind the rhetoric lies a pressing 
need to get loans flowing again. Despite 
long-standing US dismay at Fujioka's 
quantitative lending targets (REVIEW, 
17 May '84), bank planners say lending 
from the Ordinary Capital Reserve and 
from the ADF could rebound by 30% 
during 1986, with slower annual in- 
creases after that. Before 1985, the an- 
nual increases were 9.4% (1983) and 
18% (1984). 

But this growth must occur, if at all, 
in a different environment from the 
early 1980s when breakneck ADB lend- 
ing growth rates responded to Fujioka’s 
1575-a-year targets. As a recent staff 
paper comments: "Unlike the past 
when many [developing country mem- 
bers] borrowed to sustain growth, they 
have now opted for, or have been forced 
to adopt, a slower-growth strategy and a 
reduced dependence on external capi- 
tal." 

A heavy weighting towards agricul- 
ture and agro-industry lending is appa- 
rent in the bank's 1986 loan pipeline: 
from 1968 until last year this sector ab- 





— 
Fujioka; Prawiro; Chen: a need to get loans flowing. 


Many developing-country ADB 
members with “market-minded” cre- 
dentials find it hard to accept other US 
views. Prawiro said that without more 
ADB local-cost funding “viable pro- 
jects will increasingly be postponed or 
rejected.” He pleaded for a more “flex- 
ible approach in the use of existing 
[ADB] lending instruments,” saying 
“current guidelines 
bottlenecks.” 


often create 


j? development policy, he demanded 
a “clear and unequivocal policy in 
support of local procurement” — an 
anathema to the US — even if local 
suppliers cost an extra 10-15%. Prawiro 
cautioned against carrying private sec- 
tor bias too far: “To be blunt, the bank's 
management has been under growing 
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sorbed 30.5% of total lending but could 
swell to 45.9% this year, rising higher 
still now that new loans are being 
finalised for the Philippines. Social 
infrastructure lending will also exceed 
its historical proportion, but other lend- 
ing sectors — such as energy and indus- 
try will become less important, 
sources said. 

The bank’s “technical assistance” 
(TA) activities — money normally 
spent on preliminary project appraisal 
and evaluation — received dispropor- 
tionate attention at the annual meeting. 
The US wants more TA to go into policy 
and sector advice to borrowers. An in- 
crease in TA funds was approved. The 
issue is not academic: "By, year-end 
1985," Prawiro said, “US$75 million in 
earlier TA funding had expanded into 





298 bank-assisted projects with total 
ADB loans of US$7.9 billion." 

One senior staff member, describing 
future lending options to the REVIEW, 
said: "We will be aiming at a half-way 
house approach, one that avoids the 
somewhat artificial distinction between 
programme and project aid. For exam- 
ple, why not finance the foreign-ex- 
change costs of a vital sectoral compo- 
nent — say, two years' supply of fer- 
tiliser or a fleet of trucks — in order to 
refurbish a crucial part of an economy? 
What we want to do is get into thé work- 
ing capital of an economy." 


hen the ADB's 20th annual meet- 
ing convenes in Osaka next year, 
governors must wrestle with the conse- 
— of the admission this year of 
eking. Taiwan boycotted this year’s 
meeting over the change of its name 
within the organisation to “Taipei, 
China,” and this must be resolved. So 
also must the question of expanding the 
board of directors to give China a seat: 
the US opposes adding more seats, but 
an interesting collection of countries, 
from Britain to Sri Lanka and even Viet- 
nam, supported the extra seat. The 
question is, if 13, why not 15 seats — to 
preserve the regional/non-regional and 
donor/borrower balance? But then the 
board becomes unwieldy. 

China’s representative, People’s 
Bank governor Chen Muhua, carefully 
avoided any public discussion of these 
issues. She also did not comment on 
likely loan requests from Peking. But 
private discussion between senior ADB 
staff and the Chinese delegation on 2 
May did revolve around possible needs. 
As a rule of thumb, ADB staff are ex- 

ecting Peking and New Delhi (which 

ave virtually the same voting power — 
6.233 and 6.131 respectively) to watch 
each other's loan requests closely, 

In March, India received board ap- 
proval for its first-ever ADB loan (for 
US$100 million), and planning in March 
had India tentatively slated to get 
US$300 million during 1986. If this re- 
mains à working figure, China could 
seek some kind of borrowing parity. If 
loans to these members begin in ear- 
nest, Fujioka's lending bottlenecks 
could disappear — especially given the 
renewed interest in lending to the 
Philippines. Also under discussion are 
ideas to boost local cost-component 
financing and to spend non-convertible 
currency subscriptions to the ADB (for 
example, using this money to take 
equity in private firms). 

But doubts about capacity to absorb 
new funding hang over some important 
traditional borrowers such as In- 
donesia. Loans in the 1986 pipeline 
could lift Jakarta's 19.8% share of ADB 
lending during 1968-85 to more than 
26%. But Bangkok as well as Jakarta 
face limits to their capacity to imple- 
ment projects and absorb external as- 
sistance. o 
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Asia's nuclear family 


Only one distant relative from the Soviet Union 


By Gamini Seneviratne in Vienna 


hile non-communist Asia has 

shunned Soviet-developed tech- 
nology in its purchasing of nuclear- 
power plants, the Soviet Union itself 
has two graphite-core reactors — the 
type which failed so dramatically at 
Chernobyl, near Kiev in the Ukraine — 
in operation in eastern Siberia about 
1,800 miles north of Japan. 

The Soviet, plants at Bilibino, in the 
Chukotskiy region of the far north of 
Siberia, are two of 25 light-water 
graphite reactors (LWGRs) in opera- 
tion throughout the country. Asia has 
almost as many nuclear plants in opera- 
tion as the Soviet Union. But while 
some Asian countries have opted quite 
strongly for nuclear power, the Soviet- 
developed LWGRs have not been on 
their shopping list. 

Of the 51 plants in operation in the 
Soviet Union (producing nearly 30,000 
mW of electricity), 25 are LWGRs, four 
of them in the Chernobyl complex. The 
others are in Obninsk (one, the oldest), 
Beloyarsk (two), Bilibino (two), Kursk 
E Leningrad (four), Smolensk 

two) and Troitsk (six). It is not known 
how many of 34 new plants under con- 
struction are of similar design. 

Nuclear-power plants are similar to 
conventional plants burning fossil fuels 
(such as oil or coal) to produce steam 
which drives turbine-generators, thus 
producing electricity. They are com- 
monly classified according to their cool- 
ing agents. Broadly, the cooling system 
indicates the plant's ability to handle na- 
tural uranium or uranium at various 
levels of enrichment. 

The most common difference in 
reactor types is between "heavy water" 
(expensively produced from seawater 
by isotopic separation) with natural 
uranium as the heat source, on the 
one hand and “light” (ordinary) 
water with enriched uranium on the 
other. 

There are other coolants and several 
variations on the theme. Graphite used 
as a moderator enables natural uranium 
to be used with light water as the cool- 
ant, in what experts call a “relatively 
simple” fuel cycle. 

The Soviet-type LWGR is fuelled 
with slightly (1.8%) enriched uranium 
and is graphite-moderated and light- 
water cooled. The first of this model 
went into operation in Obninsk in 
1954, and produced a minuscule 5 mW. 
Since then, units of 1,000 and 1,500 mW 
have been installed and LWGRs now 
produce more than a third of the So- 
viet Union's nuclear-generated electri- 
city. 


While the Soviet model is not ex- 
ported, similar designs are in use in 
North America and Europe. Some are 
available for export — notably the ad- 
vanced, "Magnox" systems developed 
by France and Britain, which use 
slightly enriched uranium with gra- 
phité as the moderator and carbon- 
dioxide gas as the principal cool- 
ant. 

The US Government's weapons- 
producing reactor in Richland, Wash- 


ington — it also produces electricity 
commercially — is another currently 
in. the news because the cooling 


mechanism of this 23-year-old plant is 
becoming a source of concern. It, too, 
uses graphite as the moderating agent 
and, like the Chernobyl plant, does not 
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have radioactivity-containment struc- 
tures in case of accident. 

Asia's 50 nuclear-power plants al- 
ready in operation have eschewed the 
graphite pathway, as have the 30 or so 
under construction. They all use either 
heavy-water reactors (HWRs) with nat- 
ural uranium as the fuel, or have pres- 
surised or boiling water reactors (PWRs 
and BWRs) with uranium enriched to 
appropriate levels. Thirty-three of the 
50 are in Japan, as are most of those 
being installed — all of *US mothership 
with some native Japanese design," as 
one international expert put it. 


hina does not yet have any nuclear- 
power plants in operation. The one 
currently being constructed in Qinshan in 
Zhejiang province is a 300-mW PWR. 
The proposed major plant to be built at 
Daya Bay in Guangdong, northeast of 


Manila's nuclear mothball: page 68 





— 





= = — — — 


Hongkong, wil! be a Westinghouse-type 


PWR producing 1,800 mW of power. 

Last month, Chinese Vice-Premier Li 
Peng announced that Moscow and Pe- 
king had reached agreement to send 
Chinese technicians to the Soviet Union 
to study Soviet nuclear power stations. 
The announcement came at a time when 
there were widespread rumours that 
China's whole nuclear-power program- 
me was undergoing re-evaluation. De- 
spite the Chernobyl accident, there has 
been no indication China will recon- 
sider the proposed Soviet link. 

Elsewhere in Asia, India has six 
reactors in operation and four under 
construction, South Korea has four in 
operation and five under construction, 
Taiwan six and Pakistan one. The 
Philippines — Westinghouse-designed 
620-mW PWR is in limbo. 

In terms of net electricity-generating 
capacity, nuclear-power reactors are 
classified as small or medium-sized if 
they produce 600 mW of electricity or 
less. None smaller than 200 mW (net) is 
considered commercially viable except 
in very remote areas and/or for specific 
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REVIEWMAP by Andy Tang 
limited purposes. By this classification, 
the Subcontinent has concentrated on 
small plants and the rest of Asia on 
larger units. 

Pakistan s 137-mW__ pressurised 
heavy-water reactor (PHWR) is the 
smallest in operation, India’s six in op- 
eration are: two BWRs near Bombay, 
each of 160 mW capacity, from General 
Electric of the US; two “Candu” (Cana- 
dian) HWRs in Rajasthan of 222 mW 
each, and two PHWRs near Madras, of 
235mW each, which are Candu types, 
adapted and redesigned by engineers of 
India’s Department of Atomic Energy. 
South Korea has Kori 1, 2 and 3 in oper- 
ation — PWRs from Westinghouse of 
587, 650 and 990 mW respectively — 
and Wolsung 1, a 679-mW HWR of 
Canadian design. Taiwan’s six are: Chin 
Shan 1 and 2, BWRs of 636 mW each 
from General Electric; Kuozheng 1 and 
2 (BWRs of 985 mW each), also from 
General Electric, and Maanzhan 1 and 2 
(PWRs of 95] mW each), from West- 
inghouse. India has under construction 
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four PHWRs of 235 mW each, all the 
Same as the two near Madras, while 
South Korea has five —all PWRs in the 
990-mW range. Several other countries, 
notably Thailand, have been exploring 
the nuclear-energy option for years, 
without actually getting started. 
Bangladesh came to a “tentative agree- 
ment” with the Soviet Union nearly two 
years ago to procure a reactor (type un- 
specified) on easy financial terms, but 
the government reportedly felt it politi- 
cally prudent to keep the venture on ice. 

Malaysia launched, late last year, an 
intensive study of the country's indus- 
trial capacity to take advantage of a nu- 
clear-energy programme — not merelv 
to utilise the power but to be able to 
benefit by contributing to the construc- 
tion and maintenance of plant. 





part from the constraints related to nu- 

clearsafety, which has made nuclear 
technology-producing countries chary 
about encouraging nuclear energy in de- 
veloping countries, two other factors 
have inhibited Asian countries (like 
other nations) from developing the nu- 
clear option. One is cost. Nuclear power 
involves heavy capital outlays — close 
to US$1 billion for an under-500 mW 
plant. The other, arising out of the rapid 
growth of the technology in the North, 
is that plant sizes have grown to be too 
large for the relatively small electricity 
grids of developing countries. 

Finance is likely to continue to be a 
major obstacle, even though the World 
Bank, having stayed clear of the energy 
dimension in its lending programmes, 
has recently both acknowledged its im- 
portance and indicated willingness to 
consider support for nuclear-energy 
programmes. More significantly, the 
trend in industrialised countries, par- 
ticularly in the US, is now towards de- 
veloping small reactors for local 
utilities. Experts who support the nu- 
clear option see this as the beginning of 
-new conveyor belt and, with increased 
supply, a possible loosening of finance. 

Roughly a third of today's nuclear- 
generated electricity is produced by 
small and medium-sized reactors, 
though this is largely because manv of 
the early plants in the West are still in 
production. Most of the 140 or so active 
smaller nuclear-power units are in fact 
nearing the end of their lives. But, says 
the Vienna-based International Atomic 
Energy Agency (IAEA), “the potential 
of new [smaller reactors] is now being 
seriously assessed because of changing 
market conditions and energy and fi- 
nancial requirements." 

At its 29th general conference in 
September, the IAEA convened a spe- 
cial brainstorming meeting on the sub- 
ject, which was addressed by experts 
from Argentina, China, India, the US 
and the Soviet Union. The collective 
forecast was for a worldwide surge of 
smaller reactors. What Chernobyl has done 
to that picture remainstobeseen. D 
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Seeds ofashortage . 
Commodity markets could be affected by Chernobyl disaster 


By Nayan Chanda in Washington 


T he long-term fallout of the Soviet nuclear incident on food production and 
on world commodity movements and prices will depend upon what affect 
the disaster is found to have had upon the Ukrainian farmland — the most fer- 
tile area of the Soviet Union. | 

Already the EEC has endorsed in principal a ban on fresh-food im 
from not just the Ukraine, but all East European countries with terr 
within 1,000 km of Chernobyl which may have been affected by radioactive 
fallout. The plan calls for a temporary — but indefinite — halt to imports of 
fresh milk, meat, fruit, vegetables and freshwater fish from the Soviet Union 
and five of its neighbours. 

Wind shifts carrying the radioactive cloud from Chernobyl, especially if ac- 
companied by rain, could affect the Soviet wheat and feque Dont crop not only 
this year, but for many years to come, according to US experts. 

Last year the Soviet Union is estimated to have bought 40-50 million tonnes 
of wheat and was expected to buy 20-25 million tonnes this year. Since the US 
remains a major grain supplier to the Soviet Union, an increase in Soviet im- 
ports could help the depressed American farm sector. 

Australia, which last year sold close to 3 million tonnes of wheat — a fifth of 
its total exports — could also increase its exports to the Soviet Union. Austra- 
lian meat exports could also get a boost if the fallout affects the forage for live- 
stock in the Ukraine. (China, which is an importer of wheat and exporter of 
corn, could also be affected in terms of both supply and price.) 

As far as the Soviet economy is conce ; the fact that only 11% 
of the country’s electricity comes from nuclear energy means that the shut- 
down of some nuclear stations would not affect the economy in a major 
way. But as Marshall Goldman, a leading American expert on the 

viet Union points out, Mos- 

ASIA’S NUCLEAR OPTION cow may be obliged to divert 

(% of electricity generated by its natural gas and oil — for- 
nuclear energy in 1985) 


eign-exchange earners — to pro- 
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du energy, and spend more 
——— food imports. In 


1984, the Soviet Union spent 
US$7 billion on grain im- 
ports. 

Market sources speculate 
that the Soviets — the world’s 
second-largest gold producer — 
might also be forced to “dump” 

»t""e more gold on world markets in 
order to pay for increased imports of grain and even of some vegetables. 

While the Chernobyl disaster is certain to pose a heavy burden on the Soviet 
exchequer for the cost of cleaning up the contamination, the actual extent of 
those costs will not be known for months. Workers may have to remove 
up to a foot of topsoil from the affected area to prevent a cycle of contamina- 
tion. | 

In the Bikini Atoll in Marshall Islands — where the US tested nuclear 
weapons — according to one estimate, Washington may have to spend 
US$40 million to remove just 11 in of topsoil from a 2 sq. miles area. Ac- 
cording to currently available information, the rously contaminated 
area around Chernobyl was at least 40 sq. miles. The cost of cleaning up 
could dramatically escalate if the contamination has affected food-growing 
areas. 

The price of grain, livestock and cotton all over the world went up in antici- 
pation of an increased Soviet demand immediately after the Chernobyl acci- 
dent. Between 28-30 April, the May wheat-futures contracts in Chicago shot 
up by 39 US cents a bushel to US$3.28. This was the largest increase reg- 
istered in a two-day period since 1973. However, on 1 May as the initial 
alarmist stories subsided, wheat futures dropped 16 US cents to US$3.12 a 
bushel, only to rise again as more details of the scope of the accident emerged. 

Some analysts see similarities between the Chernobyl! disaster and the 
1973-74 Arab-Israeli war in boosting the price of oil. The incident may have 
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delivered a serious blow to the nuclear . And a corollary of this deve- 
lopment could be a reversal of the oil-price slump and increase in the price of 
natural gas and coal. 
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J Chernobyl is the final straw for Bataan nuclear plant 


. By Guy Sacerdoti in Manila 
im JA though the new Philippine Govern- 
| (P ment of President Corazon Aquino 
| has decided to mothball the controver- 
-sial and nearly completed US$2.1 bil- 
- lion Bataan Nuclear Power Plant for at 
| least six months, the heated debate over 
| the fate of the facility — the largest 
- single project undertaken by the gov- 
| ernment of deposed president Fer- 
| dinand Marcos — still needs to be re- 
| solved, and resolved soon. 
| The problems the project poses for 
| the fledgeling government are as im- 
| mense as they are immediate. First, 
| while the Soviet disaster at Chernobyl 
| provided the clincher for the cabinet de- 
| cision, safety has always been a promi- 
| nent factor in the debate. The 620-mW 
| plant, in the town of Morong on the Ba- 
| taan peninsula, is sited near some small 
= geological faults, and international ex- 
. perts have never been fully satisfied that 
| the plant would not some day pose po- 
. tential problems, either like the run- 
— away accident in the Soviet plant or the 
| more controlled failure at the Three 
|. Mile Island plant in the US in 1979. 
|- | Second, in terms of power genera- 
| tion, the government must reach some 
. critical decisions soon on a replacement 
— source for the Bataan power. Estimated 
| requirements based on an average 1.5% 
| demand growth rate through 1990 indi- 
- cate that without the plant, power shar- 
. ing or scheduled industrial shutdowns 
would become necessary beginning in 
| 1988. The additional cost of replace- 
| ment power from a new coal-fired plant, 
| for example, would be US$600 million, 
| according to National Power Corp. 
—. (NPC) figures — and take at least three 
|. years to come on line. 
— Third, and most important given the 
| country's continued debt problems, is 
= the financial factor. The Philippines is 
already paying an estimated 
. US$355,000 a day in interest charges 
. alone for the idle facility. The overall 
| annual burden of the plant is expected 
. to rise from US$114 million this year to 
| an average US$240 million next year 
. through 1993, Over the next 10 years, 
~ US$1.982 billion must be paid to service 
| the debt. 

Fourth, allegations of corruption 
| against the deposed Marcos regime over 
| the contracts and construction of the 
_ plant have reached a critical point, with 
| documents in the hands of the 
| cabinet-level Commission on Good 
| Government indicating that about 
| USS87 million in project funds went for 
| so-called administrative expenses and 
| "facilitation fees." 

|... The Aquino cabinet decided on 30 
. April to form a special committee to 
| evaluate the sweeping effects of both 
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the industrial and financial aspects of 
nuclear power in the Philippines. Presi- 
dential spokesman Rene Saguisag 
heads the committee. 

The team met on 5 May and was ex- 
pected to present its initial recommen- 
dations to the cabinet two days later. 
But with reams of documents and 
studies to peruse, it remains unlikely 
any final decision will be reached. 
Saguisag told the REVIEW that while 
"fraud has characterised the construc- 
tion (of the plant) from the very begin- 
ning," there were “valid industrial con- 
cerns" which must be assessed, along 
with the feasibilities of “alternatives” to 
the facility. While he earlier said the 
government would either "negotiate, 
arbitrate or litigate" with the contrac- 





tors and banks financing the project, the 
committee is in a bind over what any ac- 
tion undertaken would mean in terms of 
the country's debt-rescheduling pro- 
gramme. 


Tu US Export Import Bank, which 
financed 45% of the actual plant 
construction, has offered to reschedule 
its loans if the plant is started up. But 
that may pose additional problems with 
the overall rescheduling programme, 
which is expected to be revised some- 
time this year, in that normally no loans 
are allowed to be singled out for special 
treatment in refinancing packages. To 
add to the difficulties, major banks on 
the country’s Advisory Committee 
have significant exposure in the pro- 
ject. 

The nuclear plant was originally 
started in 1976 at the height of the oil 
crisis, scheduled to be completed in July 
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mediately with the battle between two- 





major US contractors, General Electric 


and Westinghouse. Westinghouse In- 
ternational Projects Co. (WIPC) even- 
tually won the bidding, through the help 
of its Philippine agent Herminio Disini, 
one of Marcos’ most prominent busi- 
ness associates, or so-called cronies. 

Originally costed at US$1.1 billion, a 
15-month construction delay caused by 
safety re-evaluations after the Three 
Mile Island accident increased the cost 
to US$1.9 billion. When construction 
was resumed in September 1980, the US 
Exim Bank increased its exposure as 
well, raising funds from private bond 
placements in New York. 

Although the plant was scheduled to 
be finished in January 1985, and the 
uranium core was delivered to the plant 
site, increased opposition to the plant in 
the now defunct Batasang Panbansa, or 
national assembly, delayed start-up op- 
erations. The opposition alleged con- 
tract specifications had not been met, 
safety features were inadequate, and 
that the contract itself was overpriced 
by as much as 15%. 

Mothballing the plant now will cost 
the government an initial US$15.4 mil- 
lion, with an estimated US$1.1 million 
in additional annual maintenance ex- 
penses. Converting the plant to operate 
on an alternative fuel, such as coal, 
could cost an additional US$1 billion. 
Scrapping the plant entirely would be 
difficult as the possibility for selling off 
portions of the plant equipment are re- 
mote. Also, if the government decides 
to go ahead with the ntn an addi- 
tional US$363 million will be needed 
for plant work and to activate the fuel 
core. 

At the same time, tension between 
the two contract parties, WIPC and the 
NPC, is high. On 4 February, the NPC 
filed a P2 billion (US$97.6 million) suit 
in Manila against WIPC for cashing a 
letter of credit worth US$42.8 million 
with Bank of Tokyo Trust which the 
NPC alleged was to be paid only upon 
completion of the project. WIPC re- 
sponded with a suit of its own, filed with 
the International Chamber of Com- 
merce in Paris on 17 February, alleging 
contract violations and that it was owed 
another US$24 million. On 4 April, 
both parties agreed to withdraw the 
suits for the time being to seek amicable 
settlement of their claims. 

Whatever the government finally de- 
cides, an arrangement must be made 
soon. If the mothballing is to become 
permanent, the NPC will likely take re- 
sponsibility for the debt payments. That 
would mean an increase in local power 
costs from the current P.1.09 a kilowatt 
hour to P.1.46/kWh from 1987 through 
1995. Obviously, a rescheduling of the 
plant repayments is favoured, but it 
would necessarily have to be coordi- 
nated with the wider debt rescheduling 
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YOU'LL ENJOY OUR ‘BUSINESS PLUS... MUCH MORE THAN THEIR BUSINESS ‘AS USUAL. 
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T 
Business Plus. 
A Class of its Own. 


A business trip needn't be hard work all 
the way. Remember that old cliché "getting there 
is half the fun?” We do! 

That's why we've added an extra Air 
Lanka ‘taste of Paradise’ to everything that is 
expected of Business Class. 

These are just a few of the touches we've 
added... pnonty check-in, plus 30kg baggage 
allowance. One from the aisle seating, plus extra 
legroom and deep 34° recline. Luxury cuisine, 
plus French wines and champagne. 

So, 1f you're travelling business as 
usual, fly Air Lanka Business Plus. You'll 
discover the plus is our pleasure! v 


AIRLANKA 
BUSINESS PLUS 


A Class of its Own 
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Minolta zoom copying 
comes into full bloom. 
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MINOLTA ADVANCES ZOOMING 


FPA7OZ 


e With Triple Paper Stacker, Automatic Document Feeder and 20-Bin Sorter options installed 


Minolta EP470Z. 


The full potential of zoom copying realized. 


With the advent of the new Minolta EP470Z, zoom copying 
has entered a new, more-automated era. An expanded 1031-step 
zoom range (X0.610-1.640) now permits the enlargement of 
documents as small as B5 to as large as A3 and the reduction of 
documents as large as A3 to as small as B5 in a single time- 
saving step. 

Beyond its expansive zoom range, the EP470Z is extremely 
innovative. Book Copy, for example, allows the simultaneous 
copying of both left- and right-hand pages of an open book on 
two separate sheets of paper, reducing tiresome page 
repositioning by half. 

Margin making, too, has been fully automated. EP470Z 
Image Shift makes margins simultaneously as you copy. Choose 
from 5-, 10- or 15-millimeter widths, perfect for hole-punching 
and subsequent filing. For documents with too little space for a 
margin, the copy's image can be reduced to an appropriate size at 
the touch of a key. 

Minolta has also automated the conventional single sheet 
bypass and made it into a Multiple Sheet Bypass, allowing 
automatic feeding of up to 20 sheets of paper. Another feature, 
Anamorphic Zooming, can make you more creative. And a range 
of exciting new options improve EP470Z efficiency still further; 
one, Minolta's semi-automatic Duplexing Unit, greatly simplifies 
the copying of documents on both sides. Other options include a 
Triple Paper Stacker to simplify the handling of paper in multiple 
sizes, and a 2000-sheet Large Capacity Cassette to meet high- 
volume copving needs. 

Above all, vou can depend upon the improved Minolta 
Micro-Toning System to provide copies with the same superior 
copy quality — even when enlarging or reducing — that Minolta 
users worldwide have come to rely upon. In addition to the 
EP470Z, there's an entire family of other diversely-equipped 
Minolta zoom copiers to choose from; one to fit virtually every 
business application. Raise your productivity; visit your nearest 
Minolta dealer soon and start zooming the Minolta way. 
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MINOLTA 


MINOLTA CAMERA CO. LTD., Business Equipment Operations, 30, 2-Chome, Azuchi-Machi, Higashi-Ku, Osaka, 541, Japan 





See the EP3502/EP4502/EP5502/EP6502/ EP4702 at these Minolta subsidiaries ond distributors: 


Bonglodesh Brothers International Lid. National Scout Bhaban, Inner Circular Rood, Kakrail Dhaka, Philippines — Topros inc. Topros Building, Banawe Cor. Atok St. Quezon City. Metro Manila 
G.P.O. Box No. 767 Phone: 400042, 404929 Phone: 732-14-21, 71-41-11, 71-41-13, 711-4115 
Hong Kong Minolta Hong Kong Ltd. Room 208, 2-F., Eastern Centre, 1065, King’s Road, Quarry Bay Singapore —* — (PTE) Ltd. 10, Teban Gardens Crescent, Singapore 2260 
Phone: 5-658181 - 
India Methodex Systems Pvt. Ltd. 607-8 Meghdoo! 94 Nehru Place, New Delhi 110019 Taiwan Santa Office Machines Corp. 11 FI. 75, Sec. 4, Nanking E Road. Taipei 
Phone: 682475, 682476. 681826 Phone: (02) 715-5001 
Indonesia P T. Perdana Nirwana Adadi Co., 67B JI. Krekot Raya, Jakarta Pusat Phone: 372609 Thailand Technical Supply Co., Ltd. 1808-1812 Kosemrot Rood, Klongtoey, TS epe 10m0 
Molaysio City Marketing Sdn. Bhd. Wisma Cestel, No. 4, Jalan Kilang (51/206). 46050 Petaling Phone 252-9155 to 7, 249-0359, 249-0345, 249-4767. 249-4426 to 
Jaya, Selangor Phone: 03-7921033 (10 lines) Australia Océ-Australio Ltd. B9 Tulip St.. Cheltenham, Melb 3192 Phone: 584-1011 


Pakistan Allied Equipment Ltd. First Floor, Nelson Chambers, || Chundrigar Road, New Zealond Viko Holdings Ltd. 33 Broadway. Newmarket, C.P O. Box 220, Auckland 
GPO Box 680, Karachi-] Phone: 219338, 210146 Phone- 505-449 
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Citifunds offers you something no other CITIGOLD: Gold investments in London, the equivalent in local currency). Add the 
investment can: the one-account way to at very competitive prices Yearbook cost to your subscription rate shown 
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.. plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 


Rate: Soft cover US$21.95 or HK$170 (or 
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A UNIQUE OPPORTUNITY... 
FOR THE THIRD TIME 
IN THE REPUBLIC OF KOREA 


The Italians, undisputed international leaders 
in the production of quality and high fashion 
leather goods, wvill display the latest basic 
materials and complementary products for 
—— anoo —— and leather clothing. 











Dont miss it, VISIT 








3rd ITALIAN EXHIBITION FOR 
COMPONENTS OF FOOTWEAR 
AND TANNERY PRODUCTS 


WESTIN CHOSUN HOTEL (Seoul) 
27 to 29 May, 1986 
from 10 a.m. to 6 p.m. 
—free admittance for Trade only 
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Jetalleg INO! OF O (al ade Association 
M (€ ITALIAN TRADE COMMISSION UNIC: NATIONAL UNION OF TANNERY 
3rd Fl. Korea Chamber of Commerce & Via Brisa 3 20123 MILANO 
Industry Bldg., 45, 4-ka, Namdaemun-ro, Tel.: 02-801026 Tlx.: 331838 UNIC | 
n as D 100, Korea ANICAM: Via Pietro Calvi n. 3 20129 MILANO 
FA. BOX 2 t p 
Tol. 779-0811/2 Tix. K25655 ICESEUL Tel.: 02-7420742 Tix.: 313122 SPITEX | 
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this summer, a hotel | in Hong ae da takes you 
out of the crush, but not out of your way. The new Riverside 
Plaza, located on the banks of Shing Mun River in Shatin. 
Just 15 minutes from Hong Kong's International Airport and 
20 minutes from the Star Ferry and fabulous shopping. 

You'll be greeted by friendly, smiling faces. Discover our 
wide open spaces and our rooms and suites — all exceptionally 
spacious. 

There's room to play at our pool and Health Club. Room 
to relax at our four restaurants and bars. 

The Riverside Plaza. Giving you room to breathe. 


* Opening offer: 30% off on published rates 
up to August 31, 1986. 


— — 


— AREGAL INTERNATIONAL HOTEL 


Gives You Room Tò Breathe 














For reservations, contact your travel agent, Supranational Worldwide Reservations 
Utell International or the hotel directis * 
Tai Chung Kiu Road, Shatin, N.T., Hong Kong. Tel: 0-6497878 Cable: RIPLAZ Telex: 30013 HORPAHX 
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WWF Kojo Tanaka BCI 


The 
Giant Panda 


needs your help 
LO Survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that’s just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites—all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People’s Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money— your money. 


Please send contributions to the WW'F 
National Organisation in your country or direct to: 
WWE International, 1196 Gland, 

Switzerland. 


WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Revier 
Advertisement prepared as a public service by Ogilvy & Mather 








UK.Unit Trust Managers of the year: ' 


Perpetual’s the top performer 
... Perpetual takes The Observer's 1985 Unit Trust Managers 
of the Year award. A richly deserved award. Its investment 
team - chairman Martyn Arbib, Bob Yerbury, Scott 
McGlashan and Martin Rasch- have been producing 
performance plums well for many years... 
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International Growth Fund 
In the eleven years since launching the 
Group's first unit trust in the United Kingdom, 


era 


The Offshore Growth Fund 


Is an international unit trust based on the same i applications will be considered) i 
immensely successful investment philosophy as 


Unit Trust Managers of the vear 


... Over the year, every single Perpetual Fund has moved into 
the black... Over the last 12 months, the Perpetual Funds have 
produced an average weighted performance of 27.7 percent... 
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Whois best of the biggest unit Managers? 

...awards for consistency to Perpetual... for achieving a place 

in the top five for all the years shown. (One year, two vears, 

three years, four years, five years and ten vears.) _ 
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Please send me details (on the terms of which alone all 


Please tick box 


: à L] Offshore Growth Fund O Offshore American Fund 
Perpetual has earned an enviable the U.K. based International Growth Fund. i | Cl Offshore E merging Companies Fund ‘ 
. x 0 
reputation | hF Launched on the 23rd January 1983, the Fund p "ene | 
7 ; i i: ; erpetual Unit Trust Managment (Jersey) 
for consistent International Growth Fund invests in a wide spread of leading companies ja 


investment 
SUCCESS. 
The top : up 
authomsed i 


2,747% 


fund over the 


The Offshore 
American Fund 


£28 47 
eleven year z 
period to í 
I5th April | 
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from the world’s principal stock markets. 








Limited, PO Box 459, Norwich Union House, 
Church Street. St. Helier, Jersey. 
Channel Islands 
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( Mr/Mrs/Miss) 





| ADDRESS 





For more specialist investors:- ! 





The Offshore Emerging — 





Companies Fund | ] 
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N.B. All figures as at 15th April 1986. Figures are based on offer price of units and include net re-invested income. Offshore funds are quoted in U S. Dollars i | 
You should remember that the price of units can go down as well as up and that past performance is not a guarantee of future success wu Ame m X um — 0 U — Á -- 








SIEMENS 


Hin tec 
in liontin 


In cooperation with renowned lighting 
designers, Siemens Lighting developed 
and manufactured the luminaires 

for Hongkong Bank. 


Specular louvers luminaires meet all office 
lighting requirements, including: 


e non-glare illumination 

e reflex-free VDU workstations 

e proper lighting level 

e pleasant working atmosphere 

And, of course, the luminaires conform 


to all energy, assembly, air conditioning, 
and acoustic requirements as well. 


For example: 
indoor lighting for Hongkong Bank 
Headquarters ... from Siemens. 


= — .” . Southeast Asia Office: 
. 10th FI., Block C, Watson's Estate, 
Watson Road, North Point, 


G.P.O. Box 229, Hongkong 
Tx HX 73147. 


Head Office: 

Siemens AG 

Lighting Systems Division 

P.O. Box 1600, D-8525 Traunreut 
Tx 56560 sietrt 


Siemens ... 
your experienced partner -- 
in lighting 
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mad rush depicted by some recent re- 


according to the Japanese securities 
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By Charies Smith in Tokyo 


Japanese institutional investors, who- 


AJ for the past. 18 months or so have 










. But the move out 
ely to be carefully 





ports in Tokyo's financial press. | 

Rumours of a stampede out of US 
bonds into European securities, caused 
by "catastrophic" exchange losses on 
dollar-denominated ^ securities, are 
wildly at variance with reality — at least 


dealers who handle the bulk of the 
foreign bonds bought: by Japanese in- 
vestors. Such a stampede could be 
highly uncomfortable for the US. A rule 
of thumb is that roughly a third of the 
US budget deficit in 1985 was financed 
by Japanese purchases of US bonds. 

Figures published by the Ministry of 
Finance (MoF) on Japanese overseas 
portfolio investment indicate that the 
level of net purchases of foreign securi- 
ties has been running.at a consistent 
monthly average of around US$5 billion 
for the past six months, with no appa- 
rent downturn in the face of the declin 
ing dollar exchange rates | 

Since investments in US Govern- 
ment bonds accounted for roughly 80% 
of Japan’s total outflow. of indirect in- 
vestment funds in the six months ending 
in March, Japanese securities dealers 
might appear to be fully justified in 
claiming that the typical Japanese cor- 
porate investor has not yet become dis- 
enchanted with the US bond market. 
However, a “kink” in the (as yet unpub- 
lished) statistics for overseas portfolio 
investment in April suggests that 
change is in the air. 

In the first half of the month, accord- 


ing to securities industry estimates, Ja- 


panese investors reduced their holdings 
of foreign bonds by between US$1.5 bil- 
lion and US$2 billion, reacting to, and 
taking profits from, a rise of US$12 
since the beginning of the year in the 
secondary market price of 30-year US 
Government bonds and to a sharp nar- 
rowing of the differential between US 
and Japanese long-term interest rates. 
In the second half of April, a re- 
covery in US interest rates, coinciding 


with a renewed plunge in the value of 


the dollar, made US bonds look cheap 
and investors responded with net pur- 
chases of US$7 billion over a two-week 


4. period. The point had been made, how- 
| ever, that Japanese money can flow out 
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Will, or can, the Japanese sell out o 





US instruments? 


deof the US bond market as well as in — 

: | especially in response to interest-rate 
| been the mainstay of the US long-term |- 
. government bond market, are begin- 
X ning to think seriou: 
>| into a range of othe 
<p occluding US equities 


st look at least temporarily more at- 


US bonds at around ¥22 trillion 
9 billion]. This compares with a 





ctive to investors. (Securities house - 
Nomura estimates total Japanese hold- - 
ings of 
.[US$ 

ate; rather than the | 


total public holding of US federal bonds - 


of about US$1.6 trillion.) 
According to the research manager 


of one of the major Japanese trust banks. | 
(institutions which rank with insurance. 
companies as one of the two largest. 
sources of overseas portfolio invest-- 


ment), a 3% differential between Ja- 
panese and US long-term rates repre- 


sents the “equilibrium point" below 


| 
| 
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which money starts to flow back from. 


the US bond market into Japan. 


around 3% (compared with 5% in the 
middle of last year) it would be surpris- 





ing if some Japanese investors were not - 


THE RUSH INTO BONDS 


(Japanese investment in foreign 





thinking hard about diversifying their 
investment strategies. But this, accord- 
ing to another trust-banking source, 
may not be by any means the most im- 
portant factor affecting future Japanese 
activity in the New York bond market. 
ince early 1985, Japanese institu- 


Sin. have taken advantage of de- 
clining US interest rates (and the corres- 
ponding rise in secondary market bond 
prices) to realise a succession of capital 
gains on their US bond holdings which, 
for many companies, more than made 
up for any notional foreign-exchange 
losses — they did not in fact convert 
rofits into yen, preferring to re-invest 
in US bonds — caused by the dollar ex- 
change rate. 


activity recorded by Japanese investors 
meant that most institutions held US 
bonds for an average of only two 
months before reselling them during 
1985, as compared with periods of a 
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shifts that make Japan's domestic mar--4 tially. 


tivity it could be fairly traumatic. : 
Between 1984 and 1985, accor 


and other investors roughly do 


bonds, but stepped up the vol 
buy-and-sell transactions by a 


the New York market. = 

Japan's frenzied activity i 
York market had given it a. r 
share of overall market 


second half o 
to an estima 
. urities. But in 
section of the market, 
Japanese investors have te 
ed to concentrate their sea 
. for capital gains, Japan m 
"have been responsible for 
much as 90% of total business 
in the early months of 1985 
If interest-rate movemen 
and other developments ca 
significant slowing in the v 
" . ume of US bond market trà 
actions generated by Japa 
investors, Japan's own securities c 



























main sufferers, given the domi 
share of US-bond related broking: 
ness which is claimed by com 
such as Nomura and Daiwa. Hoi 
money which is diverted from t 
bond market will naturally have 
a home elsewhere if only becat 
itself continues to- be unable t 
the vast amounts of liquid cast 
ed by its persistently high saving: 

Of the various alternatives oy 
them, Japanese institutional inv 
appear to feel that European b 
kets are too small to be able to 
more than a modest portion of tł 
that might move out of the US Go 
ment bond market in the event. 
major attempt at diversification. ' 
would seem to leave US equities: 
most promising target — assumin 
Japanese institutions can o 
their instinctive distrust for the 
of equities markets. 
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turned the corner 


-the strength and resilience of the 
centralised selling system is underlined. 






1985 marked the turning point in 
the market for rough diamonds and 


underlined the strength and 


resilience of De Beers’ centralised 
selling system. This was particularly 
gratifying in view of the problems 


- experienced in other commodity 


— stabilisation schemes. World retail 
— sales of diamond jewellery attained 
yet another record, exceeding the 


1984 figure by some three per cent. 


_ Geographically, sales were more 


evenly spread, the increase in the 
United States being less spectacular, 
and in the other industrialised 


countries more pronounced, than 


in 1984. 
Stocks down 
The CSO continued its policy of 


. only offering for sale those goods for 
which there was immediate demand. 


Stocks in the cutting centres have 
been brought down at last to 
reasonable operating levels, and 


. manufacturers have been able to 
. trade profitably in meeting the 


demand generated by the record 


. retail jewellery sales. It follows that 
. after this protracted and difficult 


period of destocking, the pipeline 
between the CSO and the ultimate 
consumer has contracted to the 
point where CSO sales should once 
again be more directly related to 
retail demand. Looking further 
ahead, the prospect is that the recent 
sharp fall in the oil price should 
bring about lower inflation and 
higher growth in the industrialised 
countries, and hence higher sales of 
diamond jewellery. 

Sales trend continues 


CSO sales in the second half of 
the year were the highest since 1980. 
These trends have continued into 
the current year with demand for 
rough gem continuing at a high level 
during the first three sights. 

The report of a commission, 
appointed in 1982 to inquire into 
alleged irregularities and 
misapplication of property in 
representative authorities and the 
central authority of South West 
Africa/Namibia, known as the 
Thirion Commission, was 
published on 7th March 1986, by 


the Transitional Government of 


De Beers 


Extracts from 
Julian Ogilvie Thompson's 
Statement for 1985 


National Unity in Windhoek. 
Among the Commissioner findings 
CDM, without having given 
evidence or been called upon to do 
so, is said to have breached the 
provisions of its mining title, namely 
the Halbscheid Agreement, which . 
requires that mining should be 
carried on "satisfactorily to the 
Administration and not with a view 
to exhausting the superficial and more 
valuable deposits to the detriment of 
the low grade deposits". At no stage 
has there been any suggestion from the i 
Administration that CDM was not 
carrying on mining satisfactorily and 
CDM is confident that it has not 
breached any of its obligations and 
that its mining practices have not 
been detrimental to the State. On 
the contrary, by the introduction 

of innovative and cost-effective 
techniques CDM has rendered 
hitherto unpayable ground payable, 
and thus progressively extended the 
life of the mine. On current 
projections , only about two per cent 
of the estimated original carat 
inventory of the mining area will be 











left behind at the end of the life of 
the mine. Of this, about half is in 
ground which is inaccessible using 
current mining techniques. In the 
meantime, prospecting continues in 
the hope of identifying new reserves. 
Naturally, within the limits of 
production technology, CDM has 


always followed a policy 
of responding to market 
conditions, so that when 
demand is high more 
diamonds are produced 
and when the market is 
in recession, as it has 
been over the last five 
years, the rate of 
production is lowered. 
Indeed, since 1981, a 
number of production 
facilities at CDM have 
remained temporarily 
closed without affecting 
CDM'°s share of sales. 
These facts are hardly 
compatible with a policy 
of excessive depletion of 
CDM reserves. As in 
the past, CDM fully 
intends to continue 
operating within its rights 
and obligations, in 
consultation with the 
authorities and in 
accordance with the law. 
Industrial relations 
Industrial relations on 
our various operations 
have been satisfactory, 
due in part at least to the 
Companys long-standing 
adherence to a unified 
wage structure and 
continuing implemen- 


tation of merit-based manning 
policies, supported by extensive 
training and development 
programmes for employees at all 
levels. The removal of statutory job 
reservation in the mining industry in 
South Africa is now a matter of great 
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urgency, and intensive discussions 
between the industry, the unions and 
the Government are at last taking 
place. It is crucial that the outcome 
should be fair and should provide 
equal opportunity to all. 

Committed to change 

South Africa has been through a 


Diamonds: 
Created 3 billion 
years ago deep 


in the earth. 


Mined in more 
than 15 countries 


worldwide. 


Distributed from London 
to cutting centres 
in three continents. 


Earrings: Designed and crafted by Wé. 
Shimizu in Japan. IN 


This carring, with marquise and round shaped diamonds set in mother of pearl 
was one of 30 successful entries from 1428 designs submitted from 33 countries for 
the Diamonds-International Awards presented in Milan in March. 
These awards have been organised by De Beers for over 30 years to help 
improve the quality and standard of jewellery design. 











particularly difficult year. The need 
to abolish apartheid in all its forms 
and create a socio-political 
dispensation that gives fair and equal 
Opportunity to all is now more widely 
recognised than ever before. Your 
Company has long been in the 
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DeBeers 


forefront of those committed to such 
changes and it is encouraging that 
the Government has announced 
many substantial reforms. Several 
have been implemented and the 
remainder are expected to receive 
legislative approval during the 
present session; it is hoped that 


further initiatives will 
soon follow. We shall 
continue to do all we can 
to accelerate the process 
of evolutionary change. 

Our Deputy 
Chairman, Mr Nicholas 
Oppenheimer, has 
succeeded Sir Philip 
Oppenheimer as 
Chairman of the CSO. 
Sir Philip filled that role 
with great distinction for 
30 vears and De Beers 
and, indeed, the whole 
diamond industry is 
deeply indebted to him. 
Fortunately, we shall still 
benefit from Sir Philip's 
experience and wisdom 
for he will continue to be 
a member of our board 
and to play a leading role 
in certain key aspects of 
the CSOs5 activities. 


The full Chairman's 
Statement is contained in 
the Annual Report of the 
Company for the year 
ended 31st December 
1985 which was posted to 
registered Shareholders 
on Ist May 1986. 


De Beers Consolidated 
Mines Limited 


(Incorporated in the 
Republic of South Africa) 


London Office 
40 Holborn Viaduct, 
London ECIP 1A]. 
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Investment lags as Taiwan's riches mount 


In the wealth trap 


By Anthony Rowley and Carl Goldstein in Taipei 


Taiwan is sitting on a 
fortune, wondering 
what to do with it, 
while currency shitts 
are eroding its worth 
and future earning 
power is being jeopar- 
dised. The island re- 

ublic is awash with money — some 

$$27 billion of foreign-exchange 
reserves plus abundant  local-cur- 
rency holdings in the banking system 
— but virtually devoid of good ideas 
about what to do with it, least of all 
by way of long-term industrial invest- 
ment. 

The superfluity of liquidity reflects 
more than just the remarkable boom 
which Taiwan's exports have enjoyed in 
the US and other markets in recent 
years. It points to an apparent lack of 
confidence in the future, due in part to 
the diplomatic and economic emer- 

ence of neighbouring “mainland” 
Chins. Combined with the market un- 
certainties created by protectionism and 
the rapid obsolesence of new technolo- 
gies, this translates into an unwilling- 
ness by manufacturers to invest in mod- 
ernisation of Taiwan’s partly outdated 
industrial base. 

But there are other explanations for 
the combination of high liquidity and 
low investment. One is that Taiwan has 
failed to. develop a proper capital mar- 
ket able to convert savings into invest- 
ment. As a result, its huge export earn- 
ings flow into short-term foreign securi- 
ties rather than into funding long-term 
domestic investment. And the earnings 
of the country’s relatively few successful 
export industries have not found their 
way into new ventures via the capital 
markets. 

The size of Taiwan's foreign-ex- 
change holdings is remarkable by any 
standards. Reserves are now at a level 
equal to 16 months’ imports, well 
beyond the levels dictated by economic 
prudence. They are already close to the 
size of Japan's reserves (around US$28 
billion) and among the half-dozen 
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largest in the world — and they could 


reach US$35 billion by year-end. 
Standing at some NT$1 trillion 
(US$26 billion) equivalent, the foreign 
assets slightly exceed the value of total 
lending by Taiwan banks to the private 
sector — some indication of their poten- 
tial to boost domestic investment. Their 
composition has also become a cause of 
anxiety. Although it has not been said 
publicly, an official source indicated to 


| 
| 


the REVIEW that as much as 90% is in 
US-dollar securities. 

This means that the reserves have 
lost considerable value this year relative 
to currencies such as the yen, the 
Deutschemark and others. Governor 
Chang Chi-cheng of the Central Bank of 
China (CBoC, the central bank) said on 
23 April that in the year ended in Feb- 
ruary, losses amounted to around 
NT$22.5 billion. The CBoC is to buy 
more yen and Deutschemarks to offset 


the damage. (There has been some offi- | 


cial aversion to holding yen because of 
historical relations with Japan.) A 


number of commercial banks desig- 


'81 


*Estimate. 


'82 '83 '84 


nated as "foreign-exchange" banks also 
hold around US$3.6 billion in US cur- 
rency, in addition to the CBoC's re- 
serves. They, too, have lost heavily on 
the fall of the US currency. 

More worrying than the paper ex- 
change losses, however, is the lost op- 
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Source: Directorate-General of Budget, Accounting and Statistics. 








portunity for domestic investment — | 


which the reserves represent at their 
current level, not to mention their infla- 


tionary potential once the CBoC relaxes | 


its sterilising control on the foreign-ex- 
change market. 

There is no shortage of ideas outside 
the government as to what to do with 
the reserves. Bankers and others talk 
freely of the need for more spending on 

— ái) 


Expensive money: page 82 
Industrialists hesitate: page 84 
Investment restricted: page 85 

Over-exposure problems: page 87 


'Don't need money": page 87 
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health services, education, the arts (and 
even repairing potholes tn the streets of 
Taipei). "We are no longer fighting for 
survival," commented one banker. "We 
should not be like the Japanese — all 
save and no spend. However, such pleas 
appear to have fallen on deaf ears so far 
as the country’s political masters and 
bureaucrats are concerned. 

Behind Taiwan's situation lie more 
than 25 years of rapid growth, fuelled 
by the successful build-up of a light- 
industrial base and an unprecedented 
expansion of world trade during th: 
1960s and early 1970s. Ahead are the 
new challenges of intensifying protec- 
tionism in the country's 
major markets and rising 
competition from low-wage 
nations in Asia and else- 
where. 


l^ the 1970s, the island's 
economic achievements 
proved durable enough to 
withstand all tests thrown 
up by radical shifts in the 
international scene. Two 
oil shocks and two political 
shocks — the 1971 expul- 
sion from the UN and the 
1979 withdrawal of US dip- 
lomatic recognition — were 
surmounted with only tem- 

ary slowing of Taiwan's 
Kenong rush to develop- 
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But protectionism is not going té 
fade, nor can the rapid wage gains of thc 
past 15 years be taken away without 
risking major upheaval among the 
hitherto-quiescent working class. In the 
US, which takes almost half of Taiwan's 


, exports, congressional pressure against 


imports will rise again. Already, the 
Reagan administration has attempted 
pre-emptive strikes against major im- 
porting nations, Taiwan among them. 
One such move is a demand, now under 
negotiation, for Taiwan, South Korea 
and Hongkong to freeze textile and ap- 
parel imports at 1985 levels for three 
years. 

What is called for is nothing less than 
a thorough reform of the nation's indus- 
trial structure, entailing a decisive move 
away from familiar industries and ways 


| of doing things. Taiwan's success in 


| transforming its economy over the next 


| few years will determine whether offi- 


cial growth forecasts can be met. 
The official Council for Economic 
Planning and Development's forecast of 
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6.5% annual economic growth to the 
year 2000, though modest compared to 
the 9.6% average of 1961-80, is based 
on what may be overly optimistic as- 
sumptions — notably a 4.5% yearly gain 
in productivity and a major sectoral 
shift away from textiles and other low- 
wage industries. 

The government launched its new 
"hi-tech" strategy with much fanfare 
five years ago. Primarily identified with 
economic elder statesman K. T. Li and 
former premier Sun Yun-suan, the new 
strategy called for a shift into capital- 
and knowledge-intensive industries. It 
suggested moving away from the tradi- 
tional labour-intensive industries like 
textiles, footwear and low-end electro- 
nics assembly which had earlier pro- 
vided the backbone for Taiwan's 
growth, 

The Strategic Industries Program- 
me, as it came to be known, identified 
sectors that were to receive tax holidays 
and low-interest loans from government 
yanks, and set out other measures de- 
signed to ease start-up pains or produc- 
tion-expansion plans in these higher- 
risk areas. The sectors meant to get this 
preferential treatment included the in- 
formation industry, telecommunica- 
tions, the car and car-parts industry 
and electrical machinery, among 
others. 

But not everything went according to 
plan. With the major exception of the 
information industry, which over the 
past five years went from virtually no- 
thing into a US$1.2 billion export indus- 
try, the industrial structure has proven 
stubbornly resistant to macro-economic 
direction. 

Structural problems still threaten 
Taiwan's ambition to upgrade its indus- 
try — and consequently its ability to 
maintain its competitive edge in world 
markets. One of the most troubling is 
the predominance of small companies in 
almost every industry. By any measure, 

ne small outweigh the large. Data from 
1983 (the most recent available) show 
that 85% of all factories employ fewer 
than 50 workers; 87% have annual sales 
of less than US$1.25 million, and 89% 
have fixed assets worth less 
US$250,000. 

In the past, entrepreneurial, family- 
run companies gave Taiwan's economy 
an enviable flexibility and ability to rush 
into new market niches before com- 
petitors in other countries could re- 
spond to changes in the world trade pic- 
ture. i 

But the new hi-tech industries call 
for skills which most small-scale opera- 
tions lack. Technical and. scientific 
knowledge must be wedded to modern 
management techniques, which in most 
cases means bringing outsiders into the 
ranks of top management., This runs di- 
rectly counter to — ingrained cus- 
tom in many companies — including 
some conglomerates — where the true 


| ee , i i 
financial picture is withheld from all but | ting on their money. o “The information industry's growth 
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one or two trusted family members and 
all major decisions made by one man, 
usually the company's founder. 

Other drawbacks of the small-enter- 
prise structure of Taiwan's economy are | 
the low level of spending on research | 
and development (R & D) and declining 
rates of domestic capital formation. At 
a recent conference on science and tech- 
nology (REVIEW, 20 Feb.), the govern- 
ment set a goal of raising R & D spend- 
ing from the current low 0.7% of gross 
national product to about 2% within | 
seven years. But that is an ambitious 
target, which would appear to require a 
major shift in the outlook and spending | 
habits by Taiwan businesses. By way of 





| comparison, 1983 figures for spending | 
| on non-defence R & D (against GNP) 
| were 2% in the US, 2.3% in Japan and | 





than | 








2.776 in West Germany. 


D Reise companies' failure to 
maintain their rates of re-invest- 
ment in new plant and equipment has 
serious implications for economic 
growth. Capital investment (gross fixed- 
capital formation) has declin- 
ed since 1980, in both abso- 
lute terms and as a propor- 
tion of GNP. In 1980, capital 
formation for public and pri- 
vite enterprises amounted to 
NT$456 billion, or 31% of 
GNP. By 1985, this was al- 
most unchanged in absolute 
terms at NT$455 billion, but 
by then it only represented 
19% of GNP. 

It is too early to say if the 
slight economic upturn seen 
in the first two months of 
1986 indicates a significant 
turnaround, though it does 
seem unlikely. Two years 
ago, when Taiwan experi- 
enced striking real economic 
growth of 10.9%, there was 
no improvement in the in- 
vestment picture. The gov- 
ernment has launched a 
number of measures de- 
signed to promote invest- 
ment, including increased |. 
spending on major infra- 
structure projects, tax cuts | 
and lower interest rates. | 
But it appears that these 
do not strike at the root causes of the 
decline in investment, and so are un- 
likely to be more than marginally bene- 
ficial. 

The decline reflects the widespread 





uncertainty on the part of business 


about where it should invest. On one 
hand, there is the recognition that the 
economy is in a transitional state, and 
that traditional industries will not be vi- 
able for much longer. At the same time, 
alternative paths are unclear and risky. 
The result, as demonstrated by lagging 


| Hsinchu Park workers: rising imports. hs 








investment rates and the rapid build-up | 


of bank deposits, is that people are sit- 


The hi-tech 


dilemma 


Despite the high 
hopes and high stakes 
riding on its develop- 
ment, nurturing Tai- 
wan's "hi-tech" indus- 
tries is proving a frus- 
tratingly slow pro- 
cess. Government 
planners are running into a host of 
stumbling blocks, chiding inadequate 
capital markets, low R & D spending, 
and concern among foreign and domes- 
tic firms over weak protection of intel- 
lectual-property rights. The planners’ 
dilemma could be seen as a textbook 
case of the difficulties involved in coax- 
ing an economy to submit to macro-eco- 
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| nomic direction. 


The effort has not been without its 
successes: witness the rapid growth of a 
US$1.2 billion information-products in- 
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dustry and rising exports from the Hsin- 
chu Science-Based Industrial Park — 
which planners hope will become 
Taiwan's Silicon Valley. It is also en- 
couraging that the proportion of total 
electronics exports represented by in- 
formation products grew from 5% of 
US$3 billion in 1982 to 24% of US$5 bil- 
lion last year. But such achievements re- 
main essentially superficial features on 
the economic landscape. It is difficult to 
find evidence that the economy as à 
whole is in the midst of the transition 
that must come, if Taiwan is to remain 
competitive in world markets. 
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has been phenomenal, but so far it has 
largely been based on Taiwan's labour- 
cost advantage," said Morris Chang, 
president of the government-funded In- 
dustrial Technology Research Institute 
(ITRI). He said it was essential that the 
industry be pushed up to the next level, 
in which the key ingredient would be 
R & D, or “brain power," as he put it. 
The information industry developed 
as an extension of the existing con- 
sumer-electronics industry. As colour 
TV exports began to decline in the late 
1970s, it was a relatively simple matter 
to shift into large-scale production of 
computer monitors and terminals, 
which were the earliest (and remain the 
largest) portion of information-industry 
exports. Taiwan has become the world's 
No. | producer of monitors, mostly on 
the strength of original-equipment 
manufacture production for IBM and 
other major computer companies. 








But it is doubtful whether this kindof | ¶ The government-owned 


business makes any greater contribu- 
tion to the economy, either in financial 


or technological terms, than what it rẹ- | 


placed. Domestic manufacturers’ profit 
margin is in many cases no better than 
that enjoyed from the traditional pro- 
ducts of the consumer-electronics in- 
dustry, such as stereos, radios and TV 
sets. “There is little or no proprietary 
knowledge involved in what we're 
doing," said the chairman of a firm that 
makes computer peripherals for export 
to the US. “It’s basically another form 
of commodity production." he said. 


Neee! the government is not un- 
aware of these problems, and the 
strategy adopted several years ago is not 
a bad one, at least in theory. It identifies 
financing, infrastructure and technolo- 
gical support as the key links in the hi- 
tech structure planners hope to foster. 





All that money is 
being bought dearly 


By Anthony Rowley in Taipei 

There is, in the words 
of one Ministry of Fi- 
nance (MoF) official, 
just “too much money 
in the banking sys- 
tem.” That situation 
not only reflects the 
fact that Taiwan is not 
spending anywhere near as much as it 
earns, but also symbolises the relatively 
undeveloped state of the country’s capi- 
tal markets. 

Having encouraged habits of thrift 
among its people (the country’s savings 
ratio has now reached 33% of gross na- 
tional product), the government is un- 
likely to backtrack now and tell them to 
buy imported goods to reduce the trade 
surplus. Companies have been officially 
urged to increase imports, but so far, to 
no great effect. 

Savings could, however, be more 
readily converted into new investment if 
more efficient vehicles existed for chan- 
nelling them into industry. The huge 
sums of money in the banking system do 
not translate automatically into chea 
funds for business — especially sitiall 
companies — and the tradition of short- 
term bank finance does not encourage 
long-term investment. 

aiwan's export success, based on 
relatively few industries, has been 
achieved despite, rather than because 
of, the country's financial system. But 
now that the traditional, cash-rich in- 
dustries are running out of steam, the 
capital they have built up is not finding 
its way into new, productive ventures. 

The lack of a corporate-bond market 
and the relatively high cost of equity 
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Source: Economic Research Department of the Central Bank of China. 
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capital are important factors, too, And 
the private sector has yet to throw up in- 
ternational-scale enterprises, beyond a 
handful such as electrical and electro- 
nics group Tatung and Nan-Ya Plastics, 
part of the Formosa Plastics group. 

One Taiwan commercial banker 
complained to the REVIEW: “We [the 
country] have a pile of money and we 
don't know what to do with it. So we are 
giving our assets to be used by foreign- 
ers. Eventually, the domestic infra- 
structure will be depleted in this 
way." The banks' concern is not simply 
patriotic. The three main government- 
owned banks — Chang Hwa Commer- 
cial Bank, First Commercial Bank and 
Hua Nan Commercial Bank — plus 
other government banks, including the 
Bank of Taiwan and the Bank of Com- 
munications, are expecting to announce 
their first-ever losses in the year to 30 
June. 





Bank of 
Communications (BoC) is the main 
player on the financial end, while ITRI, 
with its 2,000-strong research staff, and 
other government research houses aim 
to turn exploitable technology over to 
the private sector for commercial uses. 
Hsinchu Park, set up almost six years 
ago on a site 70 km south of Taipei, was 
visualised as a hothouse for technology 
companies — now numbering 49. 

The BoC offers loans at 1.5-2.5 
points below prime and equity partici- 
pation to qualified projects, in hopes of 
getting around Taiwan's cautious bank- 
er-bureaucrats, By the end of last year, 
it had invested some NT$1.8 billion 
(US$46.8 million) in 49 companies, 
primarily electronics and machinery 
firms. The bank proposes to raise this to 
NT$2.5 billion by the end of next year. 

The BoC also organises loan consor- 
tia with other governmental and quasi- 





The banks are unable to find suffi- 
cient loan assets to match their abun- 
dant deposit liabilities. Even when they 
can lend, regulated deposit rates are 
often higher than the interest they can 
charge to corporate borrowers — who 
are in turn already flush with export 
earnings, and who can turn to 
the short-term money market 
or the kerb market for cheaper 
funds. 

There has traditionally been 
a preponderance of short-term 
bank financing to industry — 
supplied by an inflexible, un- 
imaginative, government-con- 
trolled banking sector, Another 
inhibiting factor has been the 
heavy dependence of all but the 
biggest companies on the “un- 
organised" money market, be- 
cause of local banks’ insistence 
upon physical collateral. Small- 
er companies depend upon tr 
companies, cooperatives a 
other institutions whose fund- 
ing (and thus lending) costs are higher 
than those of the banks. 


orporations in Taiwan must thus re- 

sort to unorthodox methods of rais- 
ing capital. Informed estimates are that 
around 30% of business credit comes 
from outside the formal banking system 
— from a “grey” market of lending in- 
stitutions of various kinds. This includes 
industrial companies which on-lend (at 
a margin) their own funds (or money 
they have borrowed from banks) to 
smaller firms lacking direct access to the 
banking system. Rates in the “unor- 
ganised money market," as the govern- 
ment terms it, are naturally a good deal 
higher than those charged by banks. 

A popular instrument in the unor- 
ganised market, most especially where 
small companies are concerned, is the 
post-dated cheque. These are typically 
accepted by a money lender, and then 
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- development. fund, and several private 
- companies to provide the initial capitali- 
> gation of United Microelectronics 
. Corp., a chip-maker. that has been 
. among the most successful hi-tech com- 
panies to get started in the past few 
. years (REVIEW, 21 Nov.). In April, the 
< BoC became the lead partner in Han 
Tech Venture Corp., a newly estab- 
ished venture- -capital firm that was 
capitalised to the tune of US$20 million. 
. .. Perhaps its largest undertaking — a 
"E facility for the design and production of 
T sophisticated very large scale integrated 
; Circuits — is scheduled to begin opera- 
. tions by early next year, according to 
z Chang, the president of ITRI, which is 
. managing the project. . - 
-. Some analysts point to the size of all 
< previous undertakings as one of the key 
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erhaps rediscounted. by. a bank. It is 
both a criminal and civil offence in 
Taiwan to dishonour such cheques, but 
default is still a problem. 

.Economist and proto-monetarist 
Milton Friedman commented on a visit 
to Taiwan that he could see. nothing 
wrong with such a market. Yet two- 
_thirds of all cases in criminal courts are 


, cheque frauds. The government is mak- - 


ing a conscious effort to develop a for- 
mal short-term money market where 
more-orthodox promissory notes and 
bills can be discounted by authorised 
dealers. It will probably remove the 
criminal penalties for cheque frauds, 
too, so as to remove the illusion of safe- 
ty. | 

As the infant money market — it Is 
only 10 years old — develops its range of 
commercial paper (bankers! accept- 
ances, certificates of deposit and so on) 
another widespread and unorthodox 
funding practice in Taiwan — that of 
.employee" deposits — may die. out. 
merous - corporations, including. the 
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C nology- based industries. Even with 
ecial assistance, most of Taiwan’s 
start-up companies are just too small. 
Size alone is no guarantee of success, of | 
course, but local firms have for the most 
part. been unable to plough enough 
money into product development to 
make their presence felt in the market. 


n equally crucial obstacle to the- 


development of hi-tech industry has 
been foreign companies’ reluctance to 
risk losing their proprietary secrets to 
the island’s notorious commercial pi- 
rates. Despite real progress in the past 
two. years as the government moved to 
Strengthen the law and toughen en- 
forcement, the response by foreign 


businessmen has disappointed econo- 


mic officials, who had hoped for more 
hi-tech joint ventures and technology- 
licensing agreements. “The fear of intel- 





biggest such as Tatung, have made lib- 
eral use of employee deposits — or “em- 
ployee loans" as they are termed, since 
it is technically illegal for companies to 


| take deposits from anyone. Companies 


which may, for instance, have ex- 
hausted their collateral for bank loans 
take loans from employees — offer- 
ing the employee a better rate than he 
could get on a savings deposit, yet one 
which is still advantageous to the com- 
pany. 
Technically short term, these loans 
are in fact rolled over into a form of con- 
tinuous credit. The trouble is that they 
threaten to get out of hand. Employees 
appear to be bringing their relatives 
and friends in on the act so that bor- 
rowing Companies are in effect becom- 
ing quasi-banks. “How can a lathe 

hand afford to deposit NT$4 million 
with his company?” asks one American 
banker rhetorically about the size of 
so-called employee deposits being 
placed NE Sometimes, these 
loans are passed on.to related com- 
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ven if general privatisation of com- 

P ucc banks in Taiwan still seems 
wing way off (it has been limited so far 
to the International Commercial Bank 
of China, or ICBC), some relaxation o 
government control over banks may re 
sult from fecommendations of the gov 
ernment's Economic Reform Commit 
tee which heard submissions from 
wide range of financial and other bo 
in Taiwan. For instance, onlv bank. 
sidents and chairmen will be civil. 
vants, instead of virtually all bank. 
plovees, if the more-enlightened b 
ers have their way. F 
But bureaucrats will not re 
give up their hold over the. 5 
system. | One senior MoF - 
pointed out to the REVIEW that: 
duction in the level of government 
ership of banks was “not likely to 
come true soon.” He recalled that dt 
ing the recession of 1985 in Taiwan, 
in the aftermath of the. Cathay gi 
collapse, 66 major business firms 
into trouble and had to be bailed out 
government banks (which appare 
had their arms twisted by an allian 
the MoF, CBoC, the Ministry of E 
mic Affairs and the Economic Pi 
Board). A third of these 
oie panies were restored ^t 
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and a further third are recovering. 

“So we do not necessarily believe in 
the survival of the fittest,” the MoF offi- 
cial commented, adding that, under pri- 
vate ownership, banks might well have 
been prepared to let the problem com- 
panies go to the wall. 

Likewise, the MoF is convinced that 
over-rapid deregulation of interest rates 
in Taiwan could be “dangerous.” Rates 
have been partially deregulated since 
November, and now the government 
sets a maximum rate for deposits and an 
association of the banks sets floor and 
ceiling rates for loans — though it is 
claimed there is more competition now- 
adays between banks on lending rates. 

The MoF nevertheless continues to 
believe that rates must remain regulated 


industrialists living 
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to some degree “for the sake of social 
order" and to guard against bank fail- 
ures. But there is a basic contradiction 
now between the low rates prevailing in 
the unregulated short-term money mar- 
kets and the higher rates for bank loans 
— an anomaly which encourages bigger 
companies to arbitrage between the two 
for their own profit. 


proper bond market would help. 

The current value of outstanding 
government bonds — only NT$50 bil- 
lion — reflects the government's aver- 
sion to budget deficits. Corporate-bond 
issues are subject to stringent regula- 
tions and most have to be bank-guaran- 
teed. An indication of how relatively 
undeveloped is the stockmarket, too, is 
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given by the fact that its capitalisation is 
equivalent to only around 17.5% of GNP 
— against 68% in the case of Japan and 
no less than 165% for Hongkong. 
Advocates of a proper bond market 
include Mark Mobius, president of the 
International Investment Trust Co., 
first of the groups set up to bring foreign 
funds and investment techniques into 
Taiwan. Mobius claims that a corpo- 
rate-bond market should be given prior- 
ity to improve the financial structure of 
those firms already listed on the 
stockmarket, and to provide Taiwan's 
embryonic fund-management industry 
with a stable non-equity investment. 
Tracy Cheng. vice-president of the 
Taiwan Stock Exchange, argues that 
more companies must seek listings if 





in a fool’s paradise 


The first quarter of 
the new year brought 
a breath of fresh air to 
a number of Taiwan's 
traditional industries. 
After hard times in 
arman the general downturn 
AAE of 1985, in which most 
sectors experienced declining or stag- 
nating sales, producers of textiles and 
garments, footwear, and other low-cost 
oods have seen their order books 
illing up rapidly and export sales surg- 
ing. By all indications, 1986 is going 
to be a banner vear for the island's ex- 
porters. 

Government officials in Taipei are 
usually tireless promoters of their coun- 
try's exports, but the current trend has 
some of them downright worried — be- 
cause of the fear that it may slow the 
needed transition to new industries and 
to higher value-added areas within the 
old. "As long as many of our business- 
men can make money, they're reluctant 
to invest in new equipment," said S. C. 
Lee, an official in the Council for Eco- 
nomic Planning and Development. 

Available data show that investment 
levels in the textiles and footwear indus- 
tries are not increasing by appreciable 
amounts. Some businessmen readily 
admit that the current boom will be 
short-lived, once protectionist barriers 
and lower-wage competition bite. But 
many seem happy to continue living in à 
fool's paradise. Rather than reinvesting 
a good ponon of the profits from the 
higher-t 
tiles shipments rose 21% on the quarter, 
to US$1.49 billion, while footwear in- 
creased 30% , to US$707 million — most 
of it seems destined to flow into the na- 
tion's already-bursting bank coffers. 

Protectionist measures in the US can 
only grow stronger. Last year's trade 
surplus with the US of US$10 billion will 
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an-expected exports — tex- | 


TAIWAN'S DOMESTIC 
CAPITAL FORMATION* 


REVIEWDIAGRAM by Andy Tang 


almost certainly grow to US$11 billion 
this year. It looks even worse from the 
US, owing to the difference in methods 
of calculation: US$13.2 billion last year, 
and higher than US$15 billion expected 
for 1986. 

President Reagan last year vetoed 
the Jenkins Bill, which would have 
sharply cut back textiles imports from 
Taiwan and other countries, but the bill 
will come before congress again in Au- 
gust. Whether the proximity of the 
November elections will give the bill's 
supporters enough votes to override a 
veto remains to be seen. Meanwhile, 
the administration is pushing a three- 
year freeze at 1985 levels on textiles im- 
ports from Taiwan, South Korea and 
Hongkong. 

"The textiles freeze would be very 
damaging to our industry," said Wang 
Chien-shien, vice-minister of the Minis- 
try of Economic Affairs. Trade conces- 
sions made by Taiwan in an effort to pla- 
cate the US Government — including 
tariff cuts and some market-opening 
measures — have not begun to reduce 
either the surpluses or protectionist 
pressures. At talks in Taipei held in the 
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last two days of April, US negotiators 
renewed their call for further cuts in 
tariffs and other market barriers. 

Although Taipei is pushing a hi-tecl 
Strategy, it can ill-afford to lose the 
revenues earned by its low-tech 
industries. In 1985, textiles ex- 
ports amounted to US$6.3 bil- 
lion. while footwear contributed 
another US$2.4 billion to the 
country's exports of US$30.7 
billion. 

The survival strategy in the 
textiles industry is based on di- 
versifving markets and going up- 
scale. For the former, the fall of 
the NT dollar (which is loosely 
pegged to the US dollar), against 
other major currencies over the 
past six months is fuelling a heal- 
thy increase in sales to Europe. 
The Taiwan Textile Federation 
has begun sponsoring more trade 
shows and other promotional ac- 
tivities in EEC countries, where the 
largest potential for growth is seen. 

Many garment manufacturers are at- 
tempting a shift to high-fashion appareil 
Some smaller companies are trying to 
establish their own brandname with in- 
house design work, while a number of 
medium-sized firms are establishing re- 
lationships with American designer 
label companies, which themselves are 
trying to escape escalating costs by mov- 
ing more of their operations offshore. 


et there are formidable obstacles to 

be faced, one of which ts the paucity 
of US natural-fibre quota allotments 
held by Taiwan — only 20% of its total. 
Although local synthetic garments are 
highly regarded by foreign buyers, high 
fashion in Europe and the US for the 
most part continues to mean natural 
fibres. This leads to a built-in structural 
bias against local output, which has al- 
ways depended heavily on the island’s 
well-developed petrochemicals industry 
for inexpensive supplies of the raw 
materials used in synthetic-fibre. 

The big integrated textiles firms like 
Far Eastern Textile and Chung Shing 
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they are to gain access to the long-term 
capital they require to become world- 
class manufacturers and exporters in an 
increasingly technological environ- 
ment. 


300 Taiwan companies that could qual- 
ify for listings if they wanted (there are 
now only 127 listed), and if the Securi- 
ties and Exchange Commission did not 
insist upon low issue prices, which effec- 
tively raise the cost of new capital to 


prohibitive levels. Many companies also | 


resist listing (despite tax incentives) 


sponsibility of having outside share- 
holders and of having to disclose their fi- 


Custodians reluctantly 


Tatwan's fortress men- 
tality, highlighted by 
its huge official 
foreign-exchange re- 
serves, until recently 
meant an absolute ban 
on its nationals using 
foreign currencies to 
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SITTING ON A FORTUNE 
simply because they do not want the re- | invest in portfolio instruments overseas 





— unless they went through the black 
market. The moat of CBoC foreign-cur- 


nancial affairs to the public — and tax | rency holdings has now sprung a leak. 
but one which is hardly big enough to | 


officials. 


grade the quality of their fabrics, by 


| ensure that this liquidity will not engulf 


Textile are under heavy pressure to up- 


the domestic economy. 
Three institutions 


the Central 


relaxing their guard 


Cheng estimates that there are some | 


effectively resisted such pressure so far, 


| though again, there are those who say 


Trust of China. ICBC and the Bank of | 


using finer fibres and improved dyeing | Taiwan (BT) — have been given per- 
mission to operate what are rather pon- 
derously termed “Trust Funds for Over- 
seas Bond Investments." 


and finishing techniques. Much er 
levels of investment and R & D will be 
required before they can even supply 
the domestic apparel industry with the 
fine fabrics it needs, let alone take ex- 
port markets away from the Japanese. 

The upsurge in demand for synthetic 
fibres from China in recent years has 
been a godsend for these firms, as well 
as the big plastics manufacturers like 
Formosa Chemical & Fibre Corp. 
About half of their fibre sales are going 
to Hongkong, with the bulk of that 
destined for China. But China is gearing 
up its own synthetic fibre industry, and 
analysts think that within five years it 
will not need to import from Taiwan. 

Footwear manufacturers find that 
their short-term advantage over rising 
competitors such as China, where wage 
levels are about 25% of those in Taiwan, 
is making it more difficult to move up- 
market, as they know they must. 

Local companies are prevented from 
moving more heavily into production of 
high-quality leather shoes by the poor 
state of the island's tanning industry, 
which in turn has been perennially 
starved of investment in new equipment 
and techniques. The unit value of 








But the li- 


mited scope of these reveals how much 
the CBoC still prefers to trust its own 


judgment in the foreign-exchange mar- | 


ket. 
However 


well-deserved the rich 


Taiwan's footwear exports last year was | foreign:currency earnings of Taiwan's 


a low US$3.68 a pair, little changed dur- 
ing the past five years. 

Many analysts and businessmen 
agree that the only solution in the next 
few years will involve moving sizeable 
chunks of textiles and footwear produc- 
tion to Asean countries or further 
afield, to Caribbean nations. The work- 
force must inevitably be pared back 
from 1985 levels of 467,000 in textiles 
and 300,000 in footwear, out of the total 
manufacturing workforce of 2.24 mil- 
lion. This will present the government 


exporters may be, the CBoC obviously 
does not believe that manufacturers can 
be trusted when it comes to investing 
them in overseas markets. (Only about 
10 designated foreign-exchange banks 
and one trust company — CT — are al- 
lowed to hold foreign securities.) Ex- 
porters must deposit their earnings with 
authorised banks in Taiwan — in return 
for NT dollars. This is not to say that all 


of them do. The practice of adjusting in- | 
voices so that foreign-currency earnings | 


are under-declared is apparently quite 


with the potentially explosive task of | common. 


finding new jobs for large numbers of 
workers while at the same time trying to 
promote an overall shift away from 
labour-intensive industries. 

— Carl Goldstein 
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Even so, controls are, many argue, 
unnecessarily strict given the huge 
foreign-exchange reserves and the up- 
ward pressure which these should exert 
on Taiwan's currency. The CBoC has 


“Miltary hardware: fortress mentality. | 














| accords, 


that revaluation is necessary if inflation 
(let alone protectionism in Taiwan's ex- 
port markets) is to be avoided. 

The new bond funds (otherwise 
known as Foreign Exchange Depository 
Receipts) still do not allow Taiwan peo- 
ple real investment freedom. The in- 
stitutions managing the funds take 
NT-dollar deposits from the public, 
convert them into foreign currency and 
then invest them in US Treasury bills 
and other fixed-interest securities. — 
such as bonds and certificates of deposit 
(CDs) 

Taiwan seems to have an official ob- 
session with the supposed security of the 
fixed-interest Ehe: on not realising, ap- 
parently, that capital losses are just as 
possible in the bond market as in equity 
markets (though rumour has it that 
some of the official foreign-exchange 
reserves have recently found their way 
into West German equities). Upon 


| maturity — a minimum of two years at 


present, though this may soon be re- 
duced to one year or even six months — 
the funds are converted back to local 
currency, at the prevailing exchange 
rate, and repaid to the investor. 

This form of foreign-currency invest- 
ment at one remove is derided by the 
more sophisticated among the financial 
community in Taiwan. “It means that 
the public faces exchange risks without 


|, even having use of the foreign-currency 


funds,” one local banker noted to the 
REVIEW. The cautious approach hardly 
either, with the view that 
Taiwan will abolish its foreign-exchange 
controls entirely within five years. 

CT invested four funds in February, 
with a total value of NT$600 million, on 
behalf mainly of manufacturers. ICBC 
likewise invested NT$4 billion of funds 
the following month, mainly on behalf 
of institutional investors. CT has an- 
nounced, meanwhile, that it will take in- 


| dividual deposits of NT$10,000 and up- 
_ wards for this form of investment. BT 


| exchange reserves. ` 





has vet to launch its funds. Trust com- 
panies, which cannot presently hold 
foreign exchange, are obvious potential 
customers for the depository receipts. 
The totals invested around 
US$100 million in all — remain a tiny 
drop in the ocean of the official foreign- 
nat situation is un- 
likely to change in a hurry (and moves to 
allow local banks in Taiwan to issue 
foreign-currency CDs again reflects à 
very cautious approach). "Demand for 
the new funds will grow gradually," con- 
cedes the executive vice-president of 
one company managing them. Too 
gradually, perhaps, for Taiwan's own 
good. 
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. The re-opening of China to foreign trade 
. and investment has demolished the last 
-— major bastion to Western trade, opening up 
— the world's largest potential market. 


_ As Huan Xiang, a member of the Standing 
| Committee of the People’s Congress and 
- adviser to the Chinese Academy for Social 
_ Sciences, explained at a conference in Bei- 
= jing in May 1985: 

_ “The policy of opening up to the outside 
— world has become a long-term fundamental 
_* policy of the government. The government 
___ first made a decision to adopt special policies 
- and flexible measures regarding Guang- 
- dona and Fujian Provinces, and later estab- 
lished the four Special Economic Zones, 
_ Shenzhen, Zhuhai, Shantou and Ziamen, 
_ opened up the 14 coastal cities and Hainan 
Island, actively enlarged the scale of external 
—— economic and technical exchanges and co- 
- operation, and actively utilised foreign capi- 
tal and made efforts to attract foreign enter- 
_ prises to China to set up joint ventures, 
- cooperative production projects and all- 
_ foreign-owned firms.” 


In 1984, the 14 coastal cities alone signed 
— over 400 agreements on utilising direct 
foreign investment and nearly 1,000 agree- 
-. ments on taking loans from foreign entities 
_ for effecting technical transformation, with 
- the total amount of foreign capital used con- 
* stituting 1.5 times the total direct investment 
— of the previous five years, and 2.5 times the 
— total of loans. 


This book explains how to do business 
with China by taking advantage of these 
new opportunities. It discusses the 
country's economic performance and po- 
tential, the economic geography of the 
country, the political system, the role, 
volume and channels of doing foreign 


business, the forms of doing business 
and the legal, regulatory and tax environ- 
ment. 


, It also provides practical information on 
E. the many do's and dont's through the use 
: of enlightening case histories. 





A guide to doing business 








(195 pages — liberally illustrated with colour plates, maps and graphs) 


The Authors 


Robert Delfs 


Robert Delfs joined the Far Eastern Economic Review as China Business Correspon- 
dent in 1981 and is a former editor of the Review's China Trade Report. He has also 
contributed articles to other publications including the London Times, and the China 
Business Review. Based in Hong Kong, Delfs travels frequently in China and the Asian 
region. A graduate of Stanford University, he attended Princeton University as a 
graduate student in Chinese history and studied Chinese and Japanese in Taipei and 


Tokyo. 


Thomas D. Gorman 

A graduate of Princeton University's East 
Asian Studies Department, Thomas 
D. Gorman began the study of mandarin 
Chinese in secondary school in his home 
town of Wilmette, Illinois, He is now Pre- 
sident and Publisher, China Consultants 
International (Hong Kong) Ltd. He has 
been a Hong Kong resident since 1974, 
and began travelling in the People's Re- 
public of China in 1975 on behalf of 
China Consultants International. 


Owen D. Nee, Jr. 

Owen D. Nee, Jr. isa partner of the inter- 
national law firm, Coudert Brothers, and 
is in charge of the firm's China practice. 
He is a graduate of Princeton University 
and Columbia University Law School, 
where he was a member of the Board of 
Editors of the Law Review. Nee first 
studied Chinese in the 1960s at the 
Chinese University of Hong Kong while 
serving as a Princeton-in-Asia Fellow at 
the University. 
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Tenth Credit bank run: slow reform. 

















Problems of over-exposure 


The arguments for 
capital-market reform 
in Taiwan are by no 
means academic, as 
the collapse of Tenth 
Credit, the credit 
—— of the 
Cathay Group, and 
the subsequent problems throughout 
the rest of the group proved last year 
(REVIEW, 7 Mar. '85). But the pace of 
reform is slow and further Cathay-type 
problems could arise. 

Some powerful people were in- 
volved in the Cathay affair and some 
senior heads rolled (REVIEW, 21 Mar. 
'85), but the purge had more of a 





about it. Basically, Tenth Credit went 
wrong by lending a high proportion of 
the public deposits it took to related 
companies in the Cathay Group, such as 
the group's plastics-manufacturing arm, 
Cathay Plastics. Money was lent to re- 
lated companies via "dummy" indi- 
vidual borrowers (usually Cathay em- 
ployees) who in turn passed the money 
on to Cathay Plastics, or at least allowed 
their names to be used for such transac- 
tions. Thus fraud was involved, as well 
as imprudent practices. 

Problems of overexposure by banks 
and finance companies to single bor- 
rowers or groups are nof peculiar to 
Taiwan — H 
badly from them — but in Taiwan the 
problem is compounded by the large 
variety of financial institutions and 
even business corporations which are 


ongkong certainly suffers | 











allowed to take deposits from the pub- 


lic. 


There are, for instance, credit 


cooperatives in “every corner of the | 


countryside” in Taiwan, as one MoF of- 
ficial put it to the REVIEW. They outbid 
banks on deposit rates and attract a lot 
of money. The trouble is that they are 
not cooperatives in the sense of having a 
democratic structure for deciding what 
they do with their money. The MoF has 


tried, so far without success, to intro- | 
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duce a “one man, one vote" system into 
the cooperatives. Until they are better 
regulated, the danger of funds being 
siphoned out to connected lenders, as 
with Tenth Credit, will remain high. So 
will the danger of default. 

Likewise, the problem of company 
deposits or loans has not been address- 
ed properly vet, despite the problems at 





Cathay, which was one of the groups | 


accepting such deposits. There was an 
official pronouncement afterwards that 
companies should not accept employee 
"loans" beyond a certain proportion of 
their capital. But this in itself will not 


| solve what is a basic defect of the finan- 
| cial system — lack of proper mechan- 
ritualistic rather than fundamental look | 


isms for channelling savings into indus- 
try via realistic bank interest rates or in 
exchange for formal capital-market 
securities. 

Then there is the problem of the trust 
companies. In Taiwan, trust companies, 
which until recently were about the only 
vehicles people had to invest their sav- 
ings at a realistic rate of return, natur- 
ally had to find high-yielding assets. As 
a result, they piled into real-estate, land 
and equity markets or even related com- 
panies. (Cathay Trust, though legally 
separate from Tenth Credit and Cathay 
Plastics, also loaned huge amounts of 
money to its own related companies and 
got into trouble. It was taken over by 
the government in March 1985 and is 
still in danger.) 

After the Cathay crisis, investors 
panicked and pulled their money out of 
many trusts. Trusts’ equity and other as- 


sets also plunged. They have, fortu- | 


nately, recovered since but the key ele- 


ment lacking in many of the trust com- | 


anies 





especially the smaller ones — 


| is solid professional investment exper- 


tise. This is another reason why the 
Taipei Government is so anxious to en- 
courage foreign investment groups now 
— to promote professional standards 
and to widen the range of domestic in- 
vestment opportunities. 

— Anthony Rowley 














It’s not money 
that we're after 


Filthy rich in terms of 
foreign-exchange re- 
serves and with neg- 
ligible foreign bor- 
rowings, Taiwan is 
clearly not so much in 
need of foreign port- 
i folio investment as is 
it neighbour (highly borrowed), South 
Korea. Yet Taipei, like Seoul, is making 
determined efforts to attract foreign-in- 
vestment groups. 

Bankers and others in Taipei like to 
point out that the country “does not 
need the money,” by which they mean 
foreign-equity capital. And Taiwan's 
SEC makes no secret of the fact that 
the principal reason it sees for attract- 
ing fund managers from overseas is 
to “learn foreign-investment techni- 
ques.” 

The need is very real because — 
again, unlike South Korea — Taiwan 
has virtually no indigenous fund-man- 
agement or merchant-banking capabil- 
ity. That is behind the desire to build 
it up from scratch, with foreign assist- 
ance. 

If the current pressure from local and 
foreign elements in Taiwan to develop a 
modern capital market is to be trans- 
lated into reality, fund-management 
capability is essential. Otherwise, hopes 
of finding ways to channel more savings 
into industry will go unrealised, 

That fear explains the insistence of 
the authorities that the three new tn- 
vestment-management groups recently 





| set up in Taiwan should have foreign 


participation, and should operate both 
foreign and domestic funds. This fol- 
lows the pattern set by the first of the 
joint-venture fund-management groups, 
IIT, established in 1983, which now 
has both a domestic and a foreign 
fund. 

The three newcomers are Kwang 
Hua Securities Investment and Trust 
Co., National Investment Trust Co. and 
Chung Hwa Securities Investment Co. 
So far, Kwang Hua's foreign fund is 
the only one up and running and it is 
now seeking approval for a domestic 
fund. 

Al three are expected to have a 
foreign-investment fund initially worth 
US$25 million apiece. Chung Hwa and 
its partner, Merrill Lynch of the US, 
hope later to establish another fund 
worth US$60 million, to be registered 


| with the US Securities and Exchange 


Commission in New York and market- 
ed to retail buvers in the US. 

Bits and pieces of the shareholdings 
in these three funds have been parcelled 
out to all sorts of interests in Taiwan, 
apparently reflecting (in some cases) 
political patronage as much as invest- 
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. ment expertise. It also indicates that, 


as one foreign fund manager points 
out, potential shareholders appear to 
have "confused the profits of the fund 
with those of the management com- 


pany." 
But another and more constructive 
criterion which the government 


adopted in approving local partners for 
the new fund-management groups was 
that they should have, or establish, a re- 
search capability, Financial-market re- 
search is hardly of the highest quality in 





Lee. 


a) Se eee Se, ee 


Taiwan. at present, but things are im- 
proving — and groups such as Kwan 
ua seem to be making a determine 
effort to build up their capability. 
Nevertheless, other traditional ele- 
ments of merchant banking — for in- 
stance, underwriting — scarcely exist in 
Taiwan, which is why local or joint-ven- 
ture foreign merchant banks have not 
made their fal in Taipei in the 
same „way that they have in Seoul. 
Again, that may change if the scope of 
the stockmarket grows, along with new 


EXTERNAL TRADE 


Exports (fob) 


REVIEWGRAPH ty Andy Tang 


Dollar down, wages frozen 


S ore's Acting Minister for 

Trade and egens Lee Hsien 
Loong pronounced delphically in Feb- 
ruary that “the exchange rate should 
continue to be set by market forces but 
its impact on our export competitive- 
ness should be taken into account." The 
ambiguity has been resolved for the 


- time being by a marked decline in the 


Singapore dollar. 
The trade-weighted index on 22 
April showed that the formerly rock- 


— hard currency had declined 7.4% since 


the beginning of the year. The index at 
end-1985 was 134.03, having dropped 
3.7% in 1985. The fall has been sharpest 
against the yen, down 28% since Sep- 
tember. It has dropped 3.6% against the 
US dollar since late November. Only 
the Malaysian dollar, among the curren- 
cies of Singapore's major trading 
partners, has weakened — by 6.5% — 
against the Singapore dollar in the past 
eight months. 

Exchange-rate changes by them- 
selves are not likely to make a big differ- 
ence to Singapore’s balance of trade. 
Much of what Japan imports from the is- 
land republic is in the form of oil, the US 
dollar-denominated price of which is 
falling. Total exports from Singapore 
"egt domestic exports and re-exports) 
ell 13% to S$11.4 billion (US$5.2 bil- 
lion) in the first quarter, compared with 
the same period in 1985, having fallen 


by 2.3% in the whole of last year. Half 
of the first-quarter decline was ac- 
counted for by a drop in sales to Japan, 
Malaysia and the US. Of the three, 
only the US market may be recover- 
ing: exports in this direction rose 1095 
in March against the same month last 
year. 

Exports to fellow Asean members 
fell 19% to S$1.7 billion in the first two 
months of 1986 after a 1095 drop in the 
whole of last year and an 18% fall in 
1984. Falling commodity prices plus a 
drive towards autarky and/or direct 
trade within the region are the chief cul- 
prits. The brightest prospects are in 
China, where shipments rose by 82% to 
$$294 million in the first quarter of 
1986. Last year, China became Singa- 
pore's fourth-largest trading partner 
with two-way commerce totalling S$5.8 
billion, but still only 5% of the total. 

Goods shipped under the Generalis- 
ed System of Preferences (GSP) fell by 
5% last year to S$3.5 billion, faster than 
the rate of decline in overall exports, 
which suggests that Singapore may be a 
loser to protectionists. Exports to the 
US of radio antennae and transistor 
parts worth US$89 million last year will 
be stripped of their duty-free status 
under the GSP from July. Concern that 
it may lose its status under the system 
has prompted Singapore to set up à 
trade office in Washington. 
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issues and the development of a bond 
market. 

Meanwhile, of the dozen investment 
advisers’ licences approved by the gov- 
ernment recently, only a couple have 
been taken up — by Jardine Fleming 
and Vickers da Costa. There is talk of 
various US investment banks such as 
Shearson Lehman and Prudential 
Bache setting up shop in Taipei, but so 
far it is only talk, though Merrill Lynch 
does have a stake in Chung Hwa Securi- 
ties. — Anthony Rowley 


The point at which Singa- 
pore will have grown its way 
out of its GSP qualification 
has, of course, receded now 
that the economy is contract- 
ing. After a 1.8% fall in gross 
domestic product in 1985, 
officials estimate that GDP 
dropped by a further 3.4% in 
the Hirst quarter, compared 
with. national output in the 
same period last year. The 
overnment has revised its 
orecast from zero growth 
this year to minus 1.5%, with 
no recovery expected until 
1988. As a result, unemploy- 
ment has risen rapidly to 6.1% of 
the labour force in March from 2.7% in 
June 1984, 

In an official survey of business ex- 
pectations, published in February, pros- 
pects remained gloomy for the first half 
of 1986, with those in the building-mat- 
erials and petroleum-refining industries 
painting the bleakest picture. All the 
major quoted companies, with the ex- 
ception of Singapore Airlines (SIA), re- 
ported steep falls in profits or a slide 
into losses last year and none, apart 
from SIA and Singapore Bus Service, is 
forecasting an improvement in perform- 
ance this year. There will be no wage in- 
creases in 1986-87, 

Since ] April, employers have bene- 
fited from a cut, from 25% of employ- 
ees wages to 10%, in their contribution 
to the Central Provident Fund (CPF), 
the official retirement scheme. Firms 
which continued to pay the full rate 
have been under intense pressure to fall 
into line. 

The National Wages Council 
(NWC) has recommended a pay stand- 
still until the economy recovers, a 
decision endorsed by unions and em- 
ployers. It suggests that firms losing 
money should consider cutting wages, 
while companies making big profits 
can raise salaries as long as they 
are tied to productivity. Savings from 
the CPF cut and other official levies 
should not be returned to employees 
as higher wages, says the NWC. 

— Nigel Holloway 
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Because you can't be in 11 places 
at once, you need the bank that is. 
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Australia 


Wherever you're doing business in network coverin 
the Asia/Pacific region you're close Nationa! Austr 
competitive 
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JAPAN AIR LINES 








* Source: International Air Transport Association 


Step aboard JAL First Class. 
And discover the truth behind 
our promise. 


Enjoy the warmth and 
hospitality that has made us the 
world's number one IATA 
airline". 

Experience for yourself the most 
surprising Japanese delicacies, 
superb international cuisine and 
the widest selection of the finest 
wines and spirits. 


On Japan Air Lines, the art of 
giving is not forgotten. We 
know who comes first. 


We always have. 


It's always a pleasure. 


The road 
for a refugee 


is as long 
as you make it. 
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Introducing 
the Regency Terrace 
The new sun-spangled 
wing of Hyatt Regency 
Singapore is a resort in the 
heart of the city, complete with an 
incredible four-storey waterfall, a landscaped 
pool area, lush tropical greenery, a fitness centre, squash 
and tennis courts. A bright and breezy welcome awaits every guest 


This road can be very short if we all help 
It may lead the refugee back to his home- 
land. It may mean the beginning of a new 


in its 320 beautiful rooms, each with its own private covered alcove. existence in a neighbouring country. Or it 
For business or pleasure, the Regency Terrace is a spectacular touch of Hyatt. dion es him thousands of miles away from 
Don't you WISH The United Nations High Commissioner 
YOU WERE for Refugees co-ordinates world-wide efforts 
: * to solve refugee problems, to give human 
HERE.” rights back to refugees: work, education, 


freedom from persecution, legal protection. 
Since 1951, UNHCR has helped some 
25 million refugees to begin a new life 





HYATT REGENCY(S)SINGAPORE 


For reservations call 7 331 188 in Singapore or contact the nearest Hyatt or Travel Planner. UNHCR 
United Nations High Commissioner for Refugees 


THEY DON'T HAVE VIEWS LIKE THIS 
INMONTECARLO. | 


This is the land of the dreamtime. 

The edge of civilisation. And the last place on earth 
you'd expect to find an international casino. (Thanks to 
$6 million worth of refurbishments.) 

Yet at Darwin's Diamond Beach Hotel Casino 
you'll find the opulence of Aspinalls, the luxury of 
Loew's, the money of Monte Carlo, and something else. 

A prehistoric land with the power to awe the 
most jaded traveller. 

Where the sightseeing is spectacular. Where golf 
and swimming d tennis are never out of season. 

Where your favourite French and 
Chinese cuisines are served in restaurants of 
uncommon elegance. 


DIAMOND-BEACH*HOTEL 


a 
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Of course, if you should tire of our views, there's 
always the ongoing extravaganza of concerts, shows 
and discos to bring you the best in international and 
Australian entertainment. 

And the gambling stakes are Australia's highest. 

Diamond Beach in Darwin and Diamond Springs 
in Alice Springs embrace all you love about the most 
civilised international resorts. 

Yet they are as far from the everyday world as you 
could wish to be. And that may be our most attractive 

view of all. 
For details please contact your travel agent or 
write to the Sales Manager, Diamond Beach 
Hotel Casino, P.O. Box 3846, Darwin. 


CASINO* DARWIN*AUSTRALIA 
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American Express Bank Ltd. 


Growth opportunities worldwide 


PRIVATE BANKING 
WITH GLOBAL REACH 


P eople with global commitments require a bank 


with global resources, strength and know-how. 


American Express Bank specializes in meeting the 


particular needs of international clients, worldwide. 


A few s pecifics : 


One of the world's largest networks 
American Express Bank has 85 offices in 39 coun- 
tries — including the United States where (through 
American Express Bank International) we serve 
international clients in the major gateway cities of 
New York, Miami and Los Angeles. This global 
reach gives you prompt access to all key financial 
markets, a crucial advantage in today's fast-paced 
world. 

Our private banking clients also benefit from 
the worldwide investment opportunities available 
through the American Express family of compa- 
nies, offering many more ways to protect their 
assets and make them grow. 

As a valued client, you are assigned an ex- 
perienced Account Officer who is personally 
responsible for handling your financial affairs 









An American Express company 


swiftly, accurately and with complete confiden- 
tiality. 

For over 65 years, American Express Bank has 
meant exceptional service in meeting the financial 
needs of clients around the world. Today, these ser- 
vices also include American Express Bank Gold 
Card” privileges, and our exclusive, round-the- 
clock Premier Services?" for the personal and busi- 
ness travel needs of certain clients. 


Advanced telecommunications 


Private banking with global reach, by American 
Express Bank : a worldwide network supported by 
one of today's most advanced telecommunications 
and computer capabilities. For more details on how 
American Express Bank can help you reach your 
specific objectives, contact us today. In Hong Kong, 
telephone 5-844 06 88; in Singapore, 225-6330. 





American Express Bank Ltd. is a wholly-owned sub- 


sidiary of American Express Company, which bas assets 


of more than USS70 billion and shareholders’ equity in 
excess of USS5 billion. 
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Exceptional service in private banking 
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CHINA'S financiers have clearly 
—aken to heart the “one country, two 
E concept formulated by Deng 

iaoping (to justify the continued exist- 
E of a capitalist Hongkong within a 

cialist China). Peking has two dis- 





inctly different systems when it comes | 


mo how much it will pay foreigners for 
he privilege of lending money to China 
wand the rate of return which Chinese 
including Overseas Chinese) are per- 
imitted when they subscribe to domestic 
"capital issues. 
The terms which China has been able 
rsuade foreigners to accept on the 
$2.2 billion of bond finance raised in 

apan and the Euromarkets since 1982 
"van only be described as “squeeze.” But 
dis reluctance to part with one fen more 

an necessary to foreigners gives way 
o a positive orgy of financial induce- 
ments when it comes to issuing securi- 
Mies within China itself. 

Take the coupon rate on the most re- 
rent Bank of China (BoC) issue of Y 50 
million (US$296.3 million) of 12-year 
»onds in Tokyo during April, for in- 
tance. It was a meagre 5.3% and seeing 
at a US Government Fannie Mae bond 
"jelding 6.8% hit the market the same 
May, it is not difficult to guess which was 
im greater demand. The underwritin 
'ompanies ended up selling the Bo 
ond at a price 10 points below par, to 
gmake it more attractive. Nice for China, 
wut not for the Japanese underwriters. 

Not that being nice to China in the 
sapital markets is a uniquely Japanese 
»henomenon. The Chase Manhattan 
Asia-led issue of HK$300 million 
NUSS$38.5 million) worth of five-year 
»onds for the China International Trust 

‘ed Investment Corp. (Citic) in July 

UN was a Hongkong trendsetter in fine 

rms (REVIEW, 25 July '85). But as the 
on's share of the nearly one score of 
‘hinese foreign-bond issues in the past 
our years have been made in Tokyo, 
apanese institutions are more keenly 
ware of the problem than others. 

China was so big an issuer in Japan 
ist year — with ¥70 billion of bonds 
wom the BoC, *40 billion from Citic 
"d ¥20 billion from the Shanghai In- 
ernational Trust and Investment Corp. 
'Sitic) — that it qualified as the biggest 
ssuer of samurai bonds. Normally, that 
E goes to the likes of the World 
ank or some other major institutional 
sorrower. The trouble is, as one Ja- 
banese securities dealer confided to 
bhroff, “it is very hard to sell Chinese 
eonds now." 

Japanese securities companies gen- 
rally are losing money underwriting 
^hinese bonds. So why bother? “You 
an't afford to ignore them; they are a 
oming force — and China will need 
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One country, double standards 


much more money in the future," says 
Shroffs confidant. Maybe, but this 
sounds eerily like the explanation given 
to Shroff by US bankers in Peking about 
why some of them maintain loss-making 
representative offices there. 

Pup emp. a good thing when they 
see it, other Chinese entities — apart 
from the likes of the BoC, Citic and Sitic 
— are piling into issuing bonds over- 
seas. Guangdong and Tianjian pro- 
vinces are expected to make their debut 
in the samurai market later this year, 
say Shroff's informants. The Shenzhen 
Special Economic Zone (SEZ) would 
have liked to be in there hustling, too — 
but apparently has been chastened by its 
lack of foreign currency and its pro- 
posed issue will be suspended. 

è THINGS look rather different in 
China itself. Even the venerable Doctor 


| Sun Yat Sen (founder of the first Re- 








ublic of China in 1911) might have 
en bemused at the variety of "share" 
issues being made in China now. Influ- 
enced by what he 
saw in Japan, the 
good Doctor Sun in- 
troduced stock deal- 
ing to China, culmi- 
nating in the opening 
of a Shanghai stock ex- 
change and 150 others 
throughout China dur- 
ing the 1920s. 

Now stocks are 
back in a big way, if 
not yet stockmarkets. 
They are strange ani- 
mals, some being re- 
deemable and bear- 
ing characteristics of 
both fixed-interest and 
equity instruments. 
They offer dividends 
as well as interest, automatic seats on 
the board to bigger investors and even 
the chance to win a TV set or some other 
consumer goodie if your share comes up 
in the lottery. But above all, they offer 
much better returns than bank deposits. 
All this generosity is enough to make the 
hapless foreign underwriter of Chinese 
external securities turn the colour of 
jade with envy. One country, two rates. 

To be fair, the innovating share issue 
— in that it was the first available to the 
public at large — by Shanghai's Heaven 
Bridge Department Store a couple of 
years ago was technically available to 
foreigners, too. But the issue was snap- 
E up before foreigners even got to 

ear about it. So was the Faoshan Trust 
and Investment Co. issue (out of 
Guangdong) around the same time. 
Faoshan's stocks offered a coupon of 
8.64% on the one-year issue and 11.6% 
on the three-year tenor. This was 50- 


— - 


70% above what bank deposits of equi- 
valent term offered, and not surprising- 
ly, Faoshan ended up issuing a million 
shares instead of the 200,000 planned. 

Things have come a long way since 
the first tentative steps in issuing enter- 
prise stocks were made to people's com- 
munes in Dalian and Shantung around 
1980, and since the Sanhe Food Co. in 
Shenzhen became the first to issue 
stocks out of an SEZ in 1983. Guang- 
dong province has shot into the lead, 
with issues to a total value so far of 
Rmb 370 million (US$115.6 million) by 
some 200 companies, according to 
Hiroshi Ueki of Nikko Research 
Centre, who has done some solid re- 
search on the subject. Some of these 
stocks pay dividends of up to 24%. 

Canton has now clamped down on all 
this new-issue business and followed 
Shanghai's earlier example of publish- 
ing rules, including the need for annual 
dividend and interest payments, the 
need to relate payouts to stock price and 
the regulation of issues through banks. 
In fact, the People's Bank of China 
(PBoC) and the Industrial and Com- 
mercial Bank of China are the closest 
China gets now to a stock Mx 
These two institutions — they may be 
joined by other banks in time — now 
issue shares on behalf of enterprises, 
pay the proceeds to the enterprise and 
the interest/dividends to the stockholder, 

Ueki thinks the time is ripe for a uni- 
versal securities-trading law in China. It 
should regulate trading, limit dividend 
and interest payments, establish proper 
(Japanese-style) mortgage and trust in- 
stitutes to handle stock issues, coordi- 
nate stock issues with the government 
lending programme and eventually es- 
tablish stock exchanges to supervise 
dealings. (At present, the banks decide 
the price at which stocks can be traded 
and may buy on their own account, às 
well as for clients. ) 

Shroff wonders, though, whether 
too much regulation of China's em- 
bryonic stockmarkets might not play 
into the hands of party reactionaries — 
and advantage unduly the banks which 
elsewhere (in Taiwan for instance) have 
proved to be a dead hand upon indus- 
trial enterprise. 
€ MEANWHILE, Shroff understands 
that China's first securities companies 
— formed in Shanghai and Shenzhen in 
November — may soon be dealing in 
stocks as well as bonds issued by the 
Agricultural Bank of China. If so, these 
two institutions, which operate under 
the aegis of the PBoC, may get a feel for 
what underwriting margins are all 
about, especially if, like the BoC and 
Citic, they should ultimately venture 
out into the outside world. 
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Accord amid discord 


Agreement on economic issues disguises wrangling at the summit 


By Charles Smith in Tokyo 
pete the Tokyo summiteers' pre- 
occupation with political issues, 
agreements were reached in a number 
of economic problem areas which dem- 
onstrated the willingness of some gov- 
ernments to look beyond their short- 
term economic interests. This was par- 
ticularly true of Japan, the summit host, 
which had to give way on a number of 
cherished positions on both political 
and economic issues in order to secure 
general agreement. 

Of the two major economic issues 
which surfaced during some 36 hours of 
economic discussions from 4-6 May, 
trade problems proved by far the less 
controversial, despite pre-summit fears 
that some European nations might stage 
an attack on the "excessive" surpluses 
built up by Japan (and to a lesser extent, 
West Germany). The main emphasis in 
the trade debate was on the need to get a 
new round of Gatt talks under way as 
soon as possible — preferably by the 
time of the Gatt ministerial conference, 
scheduled for September. 

Monetary problems proved more 
intractable. Nevertheless, the summit 
nations reaffirmed their 1982 commit- 
ment to cooperate with the IMF in 
strengthening multilateral surveillance 
of economies, particularly among the 
so-called Group of Five (G-5) leading 





. industrial nations. This surveillance in- 


cludes reviews of individual national 
economic forecasts — taking into ac- 
count indicators such as GNP growth, 
inflation, interest rates, fiscal deficits, 
unemployment, trade balances, monet- 
ary growth and exchange rates. 

Even so, the - discussions left 
at least two summit participants — 
the European Commission and France 
— bitterly dissatisfied with the outcome. 

During the run-up to the summit 
proper, the work on monetary problems 
carried out by special assistants to the 
seven heads of government (the so-call- 
ed "sherpas") had focused on ideas 
floated by US Treasury Secretary James 
Baker, which called for a macro- 
economic policy-monitoring system 
that would (at least theoretically) iron 
out some of the basic causes of ex- 
change-rate fluctuations. But when the 
seven finance ministers came to tackle 
the exchange-rate issue, Baker's ideas 
had to take second place to discussions 
on the more down-to-earth issue of 
which governments should be allowed 
to take part in regular consulations on 
monetary issues. 

Specifically, the finance ministers of 
Italy and Canada tabled demands for 
the creation of a Group of Seven (G-7) 


finance ministers, which would take 
over most of the responsibilities of the 
existing G-5 (consisting of the US, 
Japan, West Germany, France and Bri- 
tain) for monitoring exchange-rate 
movements and deciding on joint inter- 
vention in currency markets. 

In support of their demand, Italy and 
Canada alleged “unfair” neglect of their 
interests during G-5's successful cam- 
paign to lower the value of the US dollar 
against other currencies during the final 
four months of 1985. There was a 
rumour of an Italian threat to walk out 
of the summit if the G-5/G-7 problem 
was not solved, though Italy's own dele- 
gation never publicly confirmed that it 
was at the point of issuing ultimatums. 

The Canadian/Italian demand for 
parity with other summit members in 


Nakasone and Reagan: cooperative role. 





the monitoring and manipulation of ex- 
change markets raised two relatively 
straightforward practical issues. First, 
the danger that an enlarged group might 
be too unwieldy to handle the sensitive 
issues involved; secondly, the question 
of how the creation of a G-7 would af- 
fect the status of existing organisations 
(including G-5 and the Group of 10) 
which handle exchange-rate problems 
or macroeconomic-policy issues. Far 
more sensitive than either of these is- 
sues, however, was the threat likely to 
be posed by a G-7 to the position of the 
EEC as a player in the international cur- 
rency game. 

As a member of the IMF-related 
Group of 10, the EEC has played an ac- 
tive role in studies made during the past 
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change-rate monitoring systems, whic 
in turn might form the basis of plans 1 
reorganise the old floating-exchanj 
rate system. The EEC had obvious 
hoped to see this role maintained ar 
reinforced in the next stage of consult; 
tions about a new world monetai 
order, but now saw the prospect of ha’ 
ing the door shut in its face because « 
demands by one of its members for th 
formation of a monitoring group con 
posed purely of national governments 
In order to choke off Italian and Can: 
dian pressures for a seven-nation ay 
proach to world monetary reform th: 
would leave out “Europe,” the Europea 
Commission — with the support of Franc 
and West Germany — tried to float th 
idea of establishing an “enhanced” Grou 
of 10. This would take over full respor 
sibility for monitoring the economic pe! 
formance of major industrial countries 
leaving the existing G-5 to handle th 
details of exchange-market interventio 
But US distrust of the existing Group 
10 (whose activities have by no mea 
always been in line with Washington 
ideas on monetary reform) made th 
approach anathema to Presider 
Reagan and Baker. 

In getting the summit ever 
tually to adopt the nationall 
based G-7 plan rather than th 
more elaborate EEC alternative 
the US leaned heavily (accordin 
to European sources) on Japanes 
Prime Minister Yasuhiro Naka 
sone's "loyalty" and on Britis 
Prime Minister Margaret Tha 
cher's insistence on adopting 
basically pro-American stanc 
during the summit. | 


he issue was clinched afte 

a heated debate at heas 
of-government level, when Br 
tain — after having first indicate 
that it might support the E 
position — revealed that it c 
equally well live with a mo 
toring system based on the seves 
nation structure. After thas 
Nakasone, as chairman, quiet 
announced that he detected 
majority in favour of the American view 

The cooperative role played & 
Japan in helping the US to settle the de 
bate over the G-5/G-7 issue appears * 
have been typical of Nakasone's sty 
throughout the three-day summit, ar 
may help to explain the praise mete 
out to Nakasone's chairmanship 1 
other heads of government at the clos 
of the sessions. Yet it seems clear - 
despite efforts by Japanese Gover: 
ment spokesmen to paper over diffe 
ences of opinion — that Nakasor 
found himself embarrassingly isolate 
from other heads of state on at least ow 
crucial matter. 

Throughout the discussions on e 
change-rate issues, and even during tk 
earlier "general" economic discussic 
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overvaluation" against the dollar. But 
found itself consistently opposed by 
ther summit participants — who ar- 


med that the yen faced no special prob- 
ems. 
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Japanese Finance. Minister Noboru 
akeshita made. a plea during the first 
sound of discussions on exchange-rate 

ues that the yen's rapid climb against 
Re dollar was “damaging” Japanese in- 
wustry and setting, back Tokyo's. at- 
*mpts to reflate the economy. But this 
"as met by claims, that all major non- 
"ollar currencies had. appreciated by a 
oughly similar margin against the dol- 
àr since the US currency hit a peak in 
weburary 1985, so that Japan “had no- 
ping to worry about,” 

On the following day, heads of gov- 
gnment apparently, reacted by simply 
hanging the, subject, when Nakasone 
ied a fee — period to try to 
milist sympathy forthe yen's “plight.” 

The refusal of the six Western heads 
- government to be drawn on the yen 
sue, despite repeated attempts by the 
ipanese side, to rajse it, produced a 


awson: problems over agriculture. 





ear impact on foreign-exchange mar- 
tts which marked the dollar down 
rainst the yen by more than five points 
rom € 170,70: US$1 to Y 165.20: US$1) 
iring the three days of the summit. 

However, Japanese leaders — who 
id apparently expected to be able to 
e the summit as a springboard for ob- 
ining an agreement on short-term ex- 
lange-rate stabilisation — may not 
ive taken full account of the extent to 
hich Japan was spared negative criti- 
sm during the debates on individual 
i'untries' economic policies. 

The relatively gentle treatment ac- 
irded to Japan over trade issues seems 
likely to have done much to defuse 
iticism which was already mounting 
thin the ruling Liberal Democratic 





- t 
4 Bares : Aeg Ru: ng ee DERYA. 
aT Tore — i 
‘> ds * (ot VC HV pe ne ^" summ 


the e ‘S x 





< 


e 


'akasone's alleged inability to manage 
the exchange-rate problem. But, whi e 
the score on exchange rates as such 
looks like a minus for Nakasone. 
Japan's success in hosting a smooth-run- 
ning and relatively productive summit 
ought to prove a political plus. 


he case for including agriculture ina 

new Gatt round, though not formally 
endorsed in the summit's Economic 
Declaration (apparently due to a French 
"veto^), also received a thorough air- 
ing. At the end of the formal summit 
sessions, British Chancellor of the Ex- 
chequer Nigel Lawson told reporters 
that agriculture *must" be taken in the 
Gatt round — with special attention 
being paid to the US$40 billion in an- 
nual subsidies paid to farmers by the 
three main summit participants (the 
US, the EEC and Japan). 

French reluctance to see the agricul- 
ture problem taken up too explicitly did 
not prevent the Economic Declaration 
from devoting a paragraph to the sub- 
ject — which warned against the impact 
on developing countries and promised 
"full support" to continuing studies by 
the OECD. However, proposals for the 
establishment of a “wise man's" group 
to consider new ways of resolving the 
contradictions between the rich coun- 
tries’ desire to preserve rural communi- 
ties and the problems of burgeoning 
farm surpluses were eventually shelved. 

The “wise man’s” group, according 
to sources in the EEC delegation, was 
backed by the Netherlands (whose 
prime minister attended the summit for 
the first time in his capacity as president 
of the European Council) but opposed 
by larger European countries which 
Scented a threat to their “sovereignty” 
in matters of economic policy. The US 
and Japan both took the view that pro- 
tectionism in the farm sector was a 
major obstacle to the growth of de- 
veloping countries. 

Compared with the sensitivity of the 
agricultural-trade issue, the heads of 
government evidently had little diffi- 
culty in agreeing to a British proposal 
that the new Gatt round should tackle 
both trade in services and in intellec- 
tual-property rights — an issue which 
looms especially large in relations 
between developed nations and the 
newly industrialised countries of East 
Asia. 

In introducing the topic of intellec- 
tual-property rights, Thatcher named 
South Korea as one of "several Asian 
nations" which was causing difficulties 
for the West by the copying of 
technologies. The fact that much West- 
ern technology has found its way to 
South Korea after being initially ex- 
ported to Japan was apparently. not 
taken up by the summit, despite fre- 
quently voiced concerns by Western 
leaders about “unfair” Japanese exploit- 
ation of Western ideas. 
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Since it was founded in. 
1946, the Far Eastern Eco- 
nomic Heview has been 
dedicated to the indepth, - 
authoritative analysis of- 
the political, economic and — 
financial affairs of every 
single country in the Asia/ 
Pacific region. Boasting a 
staff of over 40 full-time 
correspondents and jour- 
nalists located in every 
country in the region, the 
Review is considered to be 
the leading publication on 
Asian affairs in the world 
and deemed essential 
reading for senior execu- - 
tives in business, banking, — 
government and the pro- | 
fessions. 


Over 8596 of the He- 
view's circulation is on pre- 
paid subscription, and in 
September 1984 a survey 
of Review subscribers was 
conducted by International 
Research Associates (HK) 
Ltd. 


Heview subscribers are 
primarily top management 
individuals who travel fre- 
quently, make key deci- 
sions for their companies 
and wield enormous pur- 
chasing power. 


For a complete copy of 
the Review Subscriber 
Study please write on your 
company ss letterhead to: 
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Ms Elaine Goodwin 

General Sales Manager 

Far Eastern Economic Review 
GPO Box 160 

Hongkong 


or any one of our sales offices worldwide. 
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| Timber producers battle for a slice of the Japanese market 
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j« | By Bruce Roscoe in Tokyo 


oviet and US softwood-log shippers 
have declared an open war for mar- 
ket share in Japan, with competitive 
price cuts of 30-40%, If the superpow- 
ers’ price-war continues, Japanese im- 
—— say, principal Southeast Asian 
ardwood suppliers Sabah and Sarawak 
will have to bite the bullet and cut their 


| prices further to stay competitive. 


. Although the main end-uses of 
 softwood (packaging) and hardwood 
(construction) have traditionally kept 
softwood 
| pe log prices have fallen so much that 
ardwoods' niche in the Japanese mar- 
ket now appears to be under serious 
threat. 
. Imported log prices fell almost every 
‘month during 1985, but after Sep- 
- tember, when the yen began its rapid as- 
.€ent, prices really tumbled. Soviet ship- 
pers were late to revise their officially 
set log-trade exchange rate of 


. ¥205:US$1, and US shippers, mainly 
forest- -products 


giant Weyerhaeuser 
‘Co. , rushed to boost volume. 


ü By January, US-dollar fob log prices 


COMPANIES 





had fallen at least 25%. Rather than 
raise dollar prices to capitalise on the 
strong yen, US shippers took the oppo- 
site ik. actually reducing fob prices to 
cut deeper into Soviet market share. 
For second-quarter shipments, Soviet 
exporters set a more competitive ex- 
change rate of ¥180:U$1 and prepared 
to flood Japanese ports. 

Soviet log stocks at the main Soviet 
log-unloadin ng port at Toyama on the 
west coast of Japan already were piling 
up, from 170,000 m3 at end-December 
to 240,000 m3 by March, 70% up on 
February 1985. This was to arrest a drop 
in share of Japanese total log imports 
from 20% down to 15% while the US 
had increased its share from 35% to 
40%. As US prices fell to meet the 
Soviet threat, Japanese house-builders, 
usually reliant on Soviet larch and 
spruce for their resilience against harsh 
weather, prepared to mill more and 
cheaper US logs. 

Caught in the fray are the Sabah and 
Sarawak log producers who supply the 
bulk of Japan's plywood-manufacturing 


Beating round the Busch 


Hongkong' s San Miguel Brewery has a US suitor 


By Robert Cottrell in Hongkong and Jose Galang in Manila 


U S beverage group Anheuser-Busch 
looks set to take over Hongkong's 
San Miguel Brewery (SMB), in a 
HK$1.3 billion (US$167 million) deal 
apparently triggered we developments 
at San Miguel’s Philippine parent. 
Analysts link the Busch bid to the 
1 April move by San Miguel group chair- 
man Andres Soriano III to spend P3.3 
billion (US$161 million) acquiring a 
30% bloc of shares in San Miguel Corp. 
(SMC), the Philippines’ largest indus- 
trial company and indirect controlling 
shareholder of SMB. 

One suggestion current in. the 
stockmarket is that Busch may have 
helped Soriano finance the share pur- 
chase, in expectation of being offered 
the chance to acquire SMB. Another is 
that Soriano and his associates may 
eventually seek to take SMC private, 
and are building up cash reserves within 
the company to help liquidate the cost 
of the buy-out. 

Busch is IB held by to buy a 70% 
stake in SMB held Neptunia, a 
Hongkong company 80° o owned by a 
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Bermuda-registered 100% subsidiary of 
SMC. The minority 20% of Neptunia is 
held by companies associated with the 
Soriano family. If Busch bought the 
Neptunia stake, it would normally be 
obliged under Hongkong takeover rules 
to extend its offer to all other SMB 
shareholders. SMB is Hongkong’ S 
largest brewery, with an estimated 70% 
of local beer sales and a solid 10-year re- 
cord of revenue growth. Imported 
brands, including Busch’s Budweiser 
and Michelob, have low penetration. 

A banker associated with the negotia- 
tions said on 6 May that the two sides 
had reached substantial agreement on 
—— of principle, subject to final veri- 

ication by Busch of SMB’s assets and 
operations. Most analysts expect Busch 
to offer about HK$16 for each SMB 
share. That would be a 50% premium to 
the HK$10.70 at which the shares were 
trading on 14 April when, at the com- 
peny s request, they were suspended. 
ie price would represent a multiple of 
20 times SMB's 1985 earnings, 
ceipts of HK$940 million for N 


and re- 
eptunia. 
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price-setting US eig fg to adjust t: 
market movements far, they hav 
cut — rices by around 15% to US$75 
ncouragingly, Sabah logs are sti 
—— a quality premium c 
around US$10 a m? and Indonesia’ 
withdrawal from the Japanese log mai 
ket has created a slight increase in dc 
mand for all Malaysian states’ logs. 
The Soviet and. US price-cutting 1 
roducing other casualties, too. Ne 
ealand has long supplied pine to J: 
panese packagi ng manufacturers, bw 
fs shipments have been falling due t 
Chilean competition and short supplies 
New Zealand suspended its April ship 
ment rather than accept rock-botton 
prices. New Zealand shippers (the gov 
ernment Forest Service and NZ Fore: 
Products), who are committed to senc 
ing one vessel a month, say they wa 
make up the shipment later this year., 
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ndonesia's decision to halt log sh, 

ments to Japan in favour of shippi 
only plywood, with its much high« 
value-added component, is also com 
tributing to the price slide. So far, tk 
response of Japanese plywood mans 
facturers has been, to drive Sabah ar 
Sarawak log prices down to undercut Is 
donesian plywood prices. But Indon« 
sian suppliers have reacted by reducir 


SMB made its first informative stat 
ment about the negotiations on 6 Ma 
when it confirmed that Busch was tl 
suitor, that the merchant bank E: 
Asia Warburg had been retained to 
vise the company, and that two ind 
pendent directors of SMB would cons 
tute themselves into a committee to a 
vise minority shareholders. The stat 
ment also said that the negotiations co 
cerned the Hongkong brewery int 
alia, without enlarging on what oth 
matters might be involved. 












eir own prices. Thus, a vicious circle 
f price-cutting has developed as raw- 
aterial and finished-product exporters 
ompete in the same market. Sarawak. 
"which (unlike Sabah) sends no plywood 
to Japan, stands to lose most. 
Although 137,000 m? of Indonesian 
Bogs slipped into Japan in 1985 despite 
ithe export ban imposed from the start of 
‘he year, imports have truly stopped this 
ear. Japan turns about 80% of all 
J— imports into plywood, with 
she other 20% going into a range of 
imber building products. 
Until now, the Japanese wood indus- 
ry has considered that it was this 20% 
which was most threatened by cheap 
Soviet, Canadian and US logs. Butif US 
memlock and Douglas fir get any 
cheaper, Japanese plywood makers 
May switch from hardwood to 
softwood, casting a very long shadow 
»ver the whole hardwood-log trade. At 
Meast three manufacturers temporarily 
“nade the switch in 1985. 
While Japanese importers appear to 
me using this argument partially as a 
eegotiating ploy, a permanent switch to 
oftwood is in fact conceivable for 
easons other than price. US timber- 
Wade negotiators who fought for 
Plywood-tariff cuts for the benefit of 
eir pine-plywood suppliers, argued 
at it was wasteful for the Japanese 
building industry to deplete hardwood 
sesources for end-uses such as concrete 





A banker said that the other Busch- 
ban Miguel links under discussion are 
wrobably cooperative agreements con- 
“erning the marketing of one another's 
Products. Speculation persists among 

nalysts, however, that further shifts in 
—* ownership of SMC may be in store, 
nd that the Busch cash may be crucial 
Io that process. 


"a MC is scarcely a stranger to power 
'struggles: financier Enrique Zobel 
-ught unsuccessfully with the Soriano 
family for control in 1982, and by his 
pithdrawal in 1983 left the way open for 
Zduardo Cojuangco, a close friend of 
"eposed president Ferdinand Marcos, 
© move in on the company with the ap- 
arent cooperation of the Sorianos. Fol- 
wing Marcos’ fall, and Cojuangco's 
xit, Andres Soriano proceeded in April 
2 bid for a 30% bloc of SMC shares pre- 
iously controlled by Cojuangco. 

This April deal surprised and con- 
4sed brokers on several counts. The 
srice offered by Soriano, P 100 a share, 
yas twice the amount at which the 
hares had previously been acquired by 
"ojuangco interests in December 1983, 
md more than twice the P40 prevailing 
rice of SMC shares in the stockmarket. 
‘riano said the price was justified 
after factoring in total assets and po- 
ential earnings of the corporation." 
he price differential provoked some 
peculation as to whether Cojuangco 
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boxing when cheaper, more easily re- 
newable resources such as pine (specifi- 
cally US varieties) were available. 

In reponse to US pressure, Japan has 
agreed to a stepped reduction in ply- 
wood tarrifs, a move which importers 
say will only push hardwood-log prices 
down further. The import duty for ply- 
wood of a minimum 12-mm thickness 
drops 3.5 percentage points to 13.5% 
from 1 April 1987 and to 10% from 1 
April 1988. On the same schedule, 

lywood of less than 3-mm thickness 
alls 2.5 points to 17.5%, then to 1595. 

As imported-log prices continue to 
plummet, Japanese forest operators are 
crying for relief. Up to 40% of regional 
auction volumes are failing to find 
buyers, and huge stockpiles are building 


FALLING LOG MARKET 
Import prices (cif) — 1980 = 100 
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Source: Japanese Forestry Agency. — 1986 — 





RE VIEWDIAGRAM by Ricky Hui 


might have had some hidden role in the 
transaction, on the buying as well as the 
selling side. 

The sale-and-purchase has also been 
complicated by a Philippine Govern- 
ment freeze on assets, including the 
Cojuangco bloc of San Miguel shares, 
suspected of having been improperly ac- 
quired by Marcos associates. Although 
a government commission has now ap- 
proved the share sale, it has also or- 
dered that the proceeds should be distri- 
buted to Philippine coconut farmers. 
This order apparently reflects official 
belief that Cojuangco had bought the 
SMC shares using assets of the Coconut 
Industry Investment Fund, an account 
comprising money collected from a con- 
troversial levy on domestic coconut pro- 
duction. 

Manila market sources say that the 
banks backing Soriano's acquisition of 
the Cojuangco shares included the 
Hongkong and Shanghai Banking 
Corp. (HSBC), Bank of the Philippine 
Islands and Metropolitan Bank. An 
HSBC subsidiary, Wardley, is also ad- 
vising Neptunia in its negotiations with 
Busch over the SMB share sale. 

Soriano's P 100-a-share offer might 
have been extravagant compared with 


| SMC's prevailing market price, and its 


P35-a-share book valuation. But be- 
cause SMC does not produce fully con- 
solidated accounts, it may have hidden 
assets which would help justify the pur- 


| 





up (equal in some markets to a month's 
consumption). The Small and Medium 
Enterprise Agency agreed in April to 
extend low-interest loans which may be 
supplemented by additional Forest 
Agency compensation. As of 15 March, 
wholesale log prices for all varieties 
were down by anywhere from 3300 
(US$1.80) to as much as ¥700 a m? from 
the previous month. 

But for the first quarter as a whole, 
prices fell much more steeply. Japanese 
cypress-log prices dropped 10% to 
Y 43,000 a m3, as did Hokkaido larch, to 
Y 13,000. US Oregon pine, which com- 
petes with Japanese cedar, in January 
fell 21% to 3€ 15,000. In most areas, Ja- 
penes cedar, cypress and larch prices 

ave dropped 10-25%. Wholesale 
timber-product prices have not yet fol- 
lowed, but can be expected to do so 
soon, as millers take advantage of low 
log prices and boost production. 

Japan's total demand for timber 
(mainly sawn timber, plywood, chips 
and pulp) declined from 102.6 million 
m? in 1976 to 91.1 million m3 in 1983. It 
has since picked up, to 92.3 million m3 
last year and a forecast 93.7 million m3 
this year. Dependence on imports has 
hovered constantly at around a level of 
64-66% since 1976. Domestic log pro- 
duction, however, has been fa ling 
gradually — with a forecast of 33 million 
m? this year against production of 35.2 
million m3 in 1976. 


chase price. Thornton Management 
(Asia), a Hongkong-based investment- 
management group, said recently it be- 
lieved SMC to have a true break-up 
value of the order of P 150-250 a share. 

Hidden assets of that magnitude 
might also make feasible some form of 
bid by Soriano and associates to take 
SMC private. While there is no sign yet 
that such a plan may have been formu- 
lated or implemented, it would provide 
some rationale for SMC's otherwise 
puzzling decision to sell the Hongkong 
brewery — one of its most important 
and consistently profitable operations. 
Cash from the sale, which at present 
stands to accrue within SMC's balance- 
sheet for the benefit of shareholders in 
general, could be used by a successful 
bidder to help pay down the cost of a 
takeover. 

But while SMC's fragmented finan- 
cial statements may conceal hidden 
wealth, they might equally well contain 
hidden liabilities — providing another 
reason for wanting to raise cash from a 
sale of SMB. The company was an ag- 
gressive borrower shortly before the 
Philippine economy began the econo- 
mic collapse which helped end Marcos' 
rule: in 1979, it arranged a US$300 mil- 
lion, 12-year syndicated loan, and in 
1978, a 10-year, US$130 million facility. 
Manila analysts say borrowings of this 
magnitude would be a major obstadie to 
any attempt at a buy-out. o 
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4 || Shipping causes a list - 


Malaysia’s politically important MPH is likely to be in the red 


By Nick Seaward in Kuala Lumpur 
Miasas major diversified prop- 

erty, finance, trading and shipping 
conglomerate, Multi-Purpose Holdings 
(MPH) is expected to announce a loss of 
the order of M$200 million (US$77.7 
million) when its annual results for 1985 
are published in a few weeks. So far the 
company has refused to comment on the 
matter, saying that the results are still 
being finalised. In 1984, a sharply re- 
duced net profit of M$2.36 million on 
turnover of M$640 million was turned in 
by MPH, which is the investment arm of 
Malaysia s second-largest political 
party, the Malaysian Chinese Associa- 
tion (MCA). 

According to sources within the 
group, this drastic decline in MPH's 
profitability has stemmed from a sub- 
stantial drop in business experienced by 
the engineering division — and a mas- 
sive write-down of the value of the fleet 
operated by its Hongkong-based, 80%- 
owned subsidiary, Promptship Hold- 
ings. Some brokers believe, however, 
that MPH may have made a trading loss 
last year as well, for the interim results 
for the first half of 1985 showed a 39.6% 
En pre-tax profit to M$10.5 million. 

e MPH loss will inevitably affect 
the 1985 earnings of its majority owner, 
Koperasi Serbaguna Malaysia (KSM) 
— the Multi-Purpose Co-operative So- 
ciety — which made a profit of M$2.72 
million in 1984. The true financial posi- 
tion at KSM could be even worse than 
that indicated by the MPH loss, how- 
ever, as the REVIEW understands that 
KSM has a M$40 million unsecured loan 
outstanding to the former managing di- 
rector — of MPH, Tan Koon 
Swan, who, resigned from that post in 
February. 

Tan is currently on S$40 million 
(US$18.2 million) bail while awaiting 


* 
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trial in Singapore on 15 
charges of abetment of cri- 
minal breach of trust, fraud 
and stockmarket manipula- 
tion, which he has denied. A 
few weeks ago, a Singapo- 


rean stockbroker quoted 
Tan as saying in March that 
he was “dead broke” 
(REVIEW, 8 May). 


The threat to KSM 
which is owned by some 
45,000 small investors main- 
ly from the Chinese commu- 
nity — and the rapid decline 
in the fortunes of MPH, are 
expected to cause a storm 
within the MCA, which Tan 
has led as president since 
November last year and in 
which capacity he is cur- 
rently touring the country in a pre-elec- 
tion cam e n. Tan's dominant position 
within rovided him with à secure 

Mete uring his struggle with the 

eo Yee Pan faction for the leadership 
of the party last vear, despite repeated 
attempts by Neo to force him to resign. 

In its interim report for 1985, re- 
leased in September, MPH made provi- 
sion for only M$5.61 million against the 
diminution of its investment in shipping 
— à wildly optimistic assessment of the 
value of its fleet at a time when several 
other major shipping companies were 
going bankrupt. If the full extent of the 
provision against the shipping invest- 
ment had become known at that earlier 
stage, it could have had a direct bearing 
on the MCA leadership struggle. 

The decision by MPH to buy a 
majority stake in Promptship was one of 
the final moves in a major acquisition 
drive carried out by Tan broth 1978 until 
1984, which made his name within the 
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% change 
P448.81m *6.3 a je 99b P1.40 | Per-share earnings rose to P4.24 from P3.99. 
(US$21,89m) $$536.10m) (same) 
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the leadership. MPH initially — 
25% stake in Promptship in May 198. 
by injecting US$12 million into the com 
pany, which had been valued previous} 
at US$36 million. 

A few months later, thi 
stake was increased throug 
a complicated deal involvin 
the acquisition of an 80% 
shareholding in a liste 
Hongkong eT (late 
renamed Mul [Hong 
kongļ) which bough the re 
maining outstanding equit 
of Promptship for a reporte 
M$84.5 million, making a tc 
tal initial investment in th 
company of M$90-100 mi 
lion. 

The investment , 
Promptship raised a fe 
eyebrows in shipping circle 
in Hongkong, mainly be 
cause Promptship was € 


Tz 


poor financial shape at 
time of the purchase, and 
fleet of 34 ships had an ave* 
age age of 14 years: About a quarter ¢ 
the fleet was sold off soon after — fow 
of them to the MPH's Malaysian-fla 
—— Multi-Purpose Shippi 

abl And in a profile of —— 

blished by Maritime Asia last June, 

as stated that “the present mana 1 
ment of the company admits t 
Promptship Corp. was on its last le 
when Multi-Purpose Holdings ast leg 
in.” 

Until the 1985 results are released 
the exact extent of the operating lossa 
attributable to the shipping division ca 
only be estimated roughly, but a loss æl 
M$30.8 million was — from tha 
source in 1984 — the first full year « 
MPH's ownership of Promptship. A 
suming an operating loss of some M$™* 
million for the year and a write-down i 
the fleet's value by at least M$50 m 
lion, around M$100 million of MP. =| 
1985 losses can probably be laid at t 
door of the shipping subsidiaries. 


Comment 


[Kirin Brewery Y31Jan. | ¥32.01b *25.9 *49 Current-year sales forecast at Y 1.321. 
-| (Japan) (US$189.69m) (USS7. 64b) 


- [Wah Kwong Shipping | Y31 Dec. | - HK$2.93b 
 |(Hongkong) (US$375.64m) 





"nu 


-301.7 M$966 € 9m ~147 
P aod S1) (US$375.5m) 
once —— 
(US$34 2 21m) S$4.83b) 


year, O = quater mer.yor | "Year-carier profit. n.a. = not available. - 
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Losses likely to continue until 1987 atleast. 


Profit decline due to slimmer margins and rising 
iss d sie in 
van a te oh Iis Pra 7 re F —— 


‘ 
* 
ee E T - TAA 


1S MAY 1986 e FAR EASTERN ECONOMIC REVIE 
| : di 





Offshore winds of change 


JS banks look to new approaches to business in South Korea 


Paul Ensor in Seoul 


he winds of change in New York are 
beginning to blow through the of- 
ces of US banks in South Korea, as 
Roun managers rethink their 
rategies in light of new directives from 
ead offices and changes in interna- 
onal-lending habits. In all their opera- 
ns, US banks are increasingly con- 
rned with keeping their balance- 
eets more liquid. They are also show- 
g more interest in areas beyond com- 
ercial banking, notably some areas of 
avestment banking. These trends are 
ffecting their dealings with Seoul. 
The major US banks, which repre- 
ent a large chunk of the business con- 
D -cted by 62 foreign banks represented 
m South Korea, are cutting back on loan 
xposure in many cases. 
US bankers are wary of categorically 
pss that their exposure is falling. But 
e REVIEW has learned that this is the 
ase. In the case of external lending. 
which mostly comes in the form of 
jumbo" syndicated loans arranged 
rough branches in Seoul and signed in 
longkong. the US banks have con- 
enued to take leading positions in the 
^"rrangements, but they are frequently 
welling out soon after. 
In keeping with recent world-bank- 
ag trends, jumbo loans have lately in- 
uded transferable loan certificates, 
which make loan trading more simple 
with few side-effects for the borrower, 
wankers say. According to one US 
anker, there is an increasingly active 
secondary market in South Korean 











i IU RIRDET EFFECTIVE EXCHANGE RATES i 
Weighted for 1984 trade with the countries shown plus the US and Canada and 14 European countries. Figures es are for the week ended 3 May. 
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loans in Hongkong, with Japanese 
banks particularly interested. 

US banks in Seoul take care not to 
publish their exposure levels, and they 
are well aware that their new policies 
could be misinterpreted locally. Bank- 
ers who will talk about asset selling em- 
phasised that this practice has nothing 
to do with faith in the country as a credit 
risk, but rather concerns changing 
Strategies at home. 

The increasingly tradeable nature of 
external loans reflects larger changes in 
the world financial market-place, the 
bankers say. Alongside this develop- 
ment, South Korea has a growing taste 
for non-loan issues which are freely 
traded, In 1985, about a third of South 
Korea’s total US$6 billion in borrow- 
ings was raised through non-loan instru- 
ments such as floating-rate notes 
(FRNs), revolving underwriting 
facilities and note-issuance facilities. 
That was up 25% on 1984, and the per- 
centage will probably continue rising. 


quity-related overseas issues are a 

fledgeling sector which will grow: 
Samsung Electronics Co. issued the 
country's first overseas convertible 
bonds last year, and will be followed 
soon by Daewoo Heavy Industries. 

"This country's sophistication in 
picking and choosing the best borrow- 
ing instrument is maturing with the mar- 
ket, and we have to continue to service 
their needs,” explained Robert Brose of 
Morgan Guaranty Trust. He noted that 





ARIS E. TM 
rean borrowers pay less for FRNs (hz 
point more than the London inter-bank 
offered rate, or Libor) than the 0.75- 
point spread over Libor that would 
apply to a syndicated loan. 

Brose is particularly concerned with 
these changes in light of recent trends in 
its own management, both in New York 
and in Seoul. Morgan surprised the fi- 
nancial community here recently with 
the sudden announcement that it would 
lower its profile from a branch office, 
which is able to loan domestically in 
won and US dollars, to a representative 
office, which cannot conduct local busi- 
ness but may do work related to loans 
raised overseas. 

"We were in no way displeased with 
our business here, either from the point 
of view of profitability or government 
policies towards foreign banks," said 
Brose. He discounts the branch's falling 
profits in recent years as a reason for the 
change. Morgan Guaranty was the 10th- 
largest profit earner among 44 foreign- 
bank branches. 

Certainly, things have not become 
any easier for the foreigners in the 
domestic-lending market. In a move to 
revive the slowing economy, the monet- 
ary authorities have authorised a big in- 
crease in domestic bank lending td large 
firms, which had been restricted, reduc- 
ing demand for loans from the foreign 
banks. The current account of the bal- 
ance of payments this year is expected 
to improve dramatically, which will re- 
duce demand for foreign exchange. 

Several banks are cutting back on 
staff — Citibank, for example, hopes to 
reduce its local staff by 1095 this vear. 

"There is tremendous potential in 
local capital markets," says one banker, 
adding: "But how we can become in- 
volved depends on how they work out 
the regulations." ü 
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| Turn and turn again 


PACIFIC markets turned in mixed performances in the period to 5 May. The hang- | 
over of the forward-share contract problem continued to plague Causeway markets, 
with takeover themes dominating in New Zealand and Australia and political worries 
weakening Seoul. 


| 
| 

| 

| HONGKONG: The big news for the period to 5 | AUSTRALIA: Ignoring weaker US equity mar- 

May was the flotation of flag-carrier Cathay | kets, local bourses set new records, encouraged by 

Pacific, oversubscribed some 55 times. Applica- | a few lines of keenly sought industrials and con- 

| tions for more than 13 billion shares were made, | tinued rumours of Robert Holmes à Court selling 
Ay worth some HK$51 billion (US$6.5 billion) — | out of Broken Hill Proprietary Co. (BHP). Al- 

— | greater than the territory's MI money su y: and | though this failed to occur, BHP closed the period 
well in excess of the forecast of some HK$35 bil- | at A$7.62 (US$5.58), 30 A cents higher. The All- 
lion, which kept liquidity tight. The market began | Industrials Index finished 50.6 points up at 2,030.4 
the period on a weak note, falling victim to profit- | — lifting the All-Ordinaries 24.5 points to 
takers on 29 Apr. after a three-day rise. It re- | 1,231.4. A statement by media magnate Rupert 
bounded somewhat on bargain hunting on 30 | Murdoch of a pre-tax, pre-interest profit of A$700 

| 

















5 ^ charm 
Apr., but drifted thereafter. China Light and | million for the next financial year lifted his News "dw 
Power Co. saw its shares suffer with concern over | Corp.'s share price A$4 to AS22. acia ai wai 
its involvement in the Daya Bay nuclear plant, fol- China Light 1670 : 
lowing the Soviet nuclear accident. NEW ZEALAND: The market eased in active trad- od, c. AE 
ing early in the period before buyers re-entered. Evergo 0.64 1 
TOKYO: The Nikkei Stock Average soared to a | Selected second-line stocks attracted interest, Codes T a ose) aa 
new high of 15,868.44 on 2 May, the last day of | with some featuring in takeover moves. Brierley First Pac. Holds 2175 0. 
trading in the holiday-shortened week. Volume | and IEP came under pressure from their respec- | | ores I oid 
— | was high, averaging a daily 576 million shares for | tive rights issues. Strong interest was still apparent | | G.isanaCement 7.80 1 
the three days. Institutions and trust funds came | in NZI, though much of the buying appeared Aus- Sensi t- Fue oon EA í 
i to the market in force, taking positions in anticipa- | tralia-based. | | MAECO Ex. Dw 30.25 t 
& tion of a high yen after the Tokyo summit. Electri- — ^2" aug eC dida 
— | cals — led by Casio — soared, as did properties | TAIPEI: The market started out strong, as invest- HK ACh Gas 1470 
— | and construction issues, reflecting moves by secu- | ors reacted positively to the government's fourth enki RN uu 
rities firms to isolate either the domestic-demand | oil-price cut. The index tailed off later in the HK.&S Bank Ex Al 705 le 
or blue-chip themes. Dealers said money moved | period, however, ending at 889.26, a drop of 4.82 epee eee —* - 
9 out of bendi and into equities. points from a week earlier, and most of the special- M K Telephone 1130 - 

á ised indices showed declines as well. The major Meo 125. eee 
» [| SINGAPORE: Despite a change in the rules which | exception to the rule was the foods index, which Mopewei 215 oY 
- | with effect from 2 May allowed local Central Pro- | gained a healthy 12.35 points, or 6%, and closed — 13 
— | vident Fund (the national retirement scheme) | at 223.22. Analysts said the Soviet nuclear-facility "san Des 0 69 - 
—— | holders to invest in 70 trustee stocks, trading was | accident and Japan's subsequent decision to tem- bose 13.0 -1 

— | listless and thin. Brokers said that the Sabah state | porarily halt purchases of frozen pork from Scan- KMS "me +h 
— | elections and further forward-share contracts fall- | dinavia spurred hopes that local pork might fill | — dte im "s 
p ing due this month, kept investors on the sidelines. | the gap. Trading volume was down, with aver- Nan Fung Textiles no '- 
4 Singapore Bus and Far East-Levingston Ship- | age daily transactions of NT$1.49_ billion esos tet ve 3 
P- building. two trustee stocks, attracted interest, | (US$38.7 million). Regal Hotels * 
“a but the prevailing sentiment remained cautiously Ie y i 
_ | bearish. Fraser's Index rose 72.48 to 3,386.44 on | MANILA: Mining shares retreated under selling || sex Props 12.60 
| average daily turnover of 5.58 million shares. pressure, while the rest of the market hardly ——— yit hs 
moved. Investors were hesitant, with government Wah Kwong Props 0 69 - 
KUALA LUMPUR: A minor rally at the beginning | policies on key political and economic issues just | | — 1 ui 
of the period was stifled at birth by profit takers. | beginning to be known. Mining leaders Atlas, Word iet 248 0 


EC Activity was low, with average daily volume of 5.2 
. | million shares. Volume after the May Day public 
| holiday was an extremely poor 3.8 million and 
p prices weakened, due more to indifference than 
E selling. Even news of the vote in favour of the 
* brokers’ standby credit did little to inspire confi- 

t dence and the same old band of speculative indus- 


| 
Lepanto and Philex all suffered losses, pulling the 
mining index down by 16.50 pone to a close of 
969.29, The commercial-industrial index was 
slightly up by 0.63 points, to 229.73, behind small 
advances by PLDT, San Miguel B and Globe 
| Mackay. Oils were again ignored. Average turn- 
| over by value improved by 48.8% to P61.5 million 
s trials headed the list of most actively traded shares | (US$3 million) in the four-day period. | 
once again. Fraser's Industrial Index lost 76.21 | | 
- | points to finish the period at 1,908.83. | BANGKOK: The Securities Exchange of Thailand | 
saw only slow trade during its three-day, holiday- 
shortened period, with prices weakening from be- 
paving to end. Most activity was centred on Saha 
nion, Mah Boonkrong and the cement sector, 
with other sectors thinly traded. The final session 
saw Mah Boonkrong come under growing selling 
penre. At the period’s end, the Book Club Index 
ad fallen 0.24 of a point to 117.00. Advancing issues 
outperformed declines by 15 to 13, with 68 counters 
unchanged. Volume totalled 470,544 shares valued 
at Baht 75.51 million (US$2.9 million), with daily 
turnover averaging Baht 25.17 million. 


= | SEOUL: Worries about the increasingly violent 
| turn in student demonstrations helped slow the 
d market in a holiday-shortened period. Average 
{ daily turnover fell 3 million to 29.072 million 
J. shares, though the index managed to rise slightly, 

| by 3.08 points to 204.81. Fabricated metals were 
! up most, by 13.41 points, followed by textiles, ris- 
ing 8.11 points. Transport equipment and phar- 

| maceuticals, both past favourites, suffered. By 
De. issue, Korea Electronics Co. performed the best, 
v rising Won 372 (42 US cents) to Won 3,220. 
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Asia is home to more than half of mankind. Every day, 
events are happening here that not only shape the re- 
gion's future but affect the entire world. The Asia 1986 
Yearbook does more than cover these events — it com- 
piles, analyses and interprets them. No businessman 
can afford to ignore them. Nor can any professional or 
scholar or anyone who has dealings with Asia. Decide 
for yourself whether any other single medium puts the 
economic, social and political realities of Asia at your 
fingertips as does the Asia Yearbook. 


Now In Its 27th Edition 

The Asia 1986 Yearbook, now in its 27th year, is bigger 
and more comprehensive than ever before. Matching 
the rapid pace of Asian development, it goes into great- 
er detail, with greater insight — a book which everyone 
who needs to know about Asia must have on the book- 
shelf. 


Features 


. The Asia 1986 Yearbook includes two new chapters — 


covering a historic year in South Asia, and analysing US 
involvement in Asia — but you will find familiar chapters 
and features as well: a portrait of The Region, The 
Power Game, Population & Food, Development Banks, 
Asian Finance, Asian Investment, Commodities, 
Energy, Aviation, Shipping, Fishing, Trade & Aid, the 
Pacific, Asian & Pacific Organisations, and a round-up 
of the year's news stories. 


As in the past, the Asia 1986 Yearbook has an abun- 
dance of charts, tables and graphics to illustrate the 
material, including a full military profile of each regional 
country. 


The main body of the book contains chapters on 31 
countries, ranging from Afghanistan to Japan, from 
China to New Zealand. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure, complete with a map and lists of 
leading public officials. The Asia 1986 Yearbook gives 
you localised, first-hand information on everything from 
market potential and population trends to foreign aid in- 
volvement and and cultural landmarks. Each 
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country chapter has a Databox giving essential vitæ 
statistics. And there is also a statistical round-up co 
piled against a master questionnaire provided by Ye 
book experts. 


How We Did It ` 

Published by the Far Eastern Economic Review, the 
Asia 1986 Yearbook is the result of thousands of mar* 
hours of work during the year. Every week, the Review" 
correspondents file on-the-spot reports from ever 

major Asian capital and every area of interest through" 
out the region. This leading team of writers, analysts 
experts and research staff contribute (as they have rec; 
ularly for 27 years) to keep the Asia 1986 Yearbook om 
top of events. To give you Asia minus the mysterw 
minus the myth. To give you Asia as only the Far Eas. 

ern Economic Review can. | 


Soft Cover: HK$170/US$23.95/£20/S$49.50/M$56.50 
Hard Cover: HK$200/US$27.95/£23.75/8$58.50/M$67 
For airmail delivery, please add: 
HK$55/USS$7/£5/S$15/M$17.50 per copy. 


To: Publications Division, 3 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hongkong 


i 
| 
2 
| Please rush me copy/copies of the Asia 1986 Yearbook as 
I 
| 
| 





indicated. | enclose a cheque/postal order for 
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| Asia 1986 Yearbook (Soft Cover) 

| Price: HK$170/US$23.95/£20/S$49.50/M$56.50 each 
No. of copies [] by surface Cl by airmail* 

| Asia 1986 Yearbook (Hard Cover) 

| Price: HK$200/US$27.95/£23.75/8$58.50/M$67 each 

j No. of copies L] by surface L].by airmail* 
*For airmail delivery, please add: 

| HK$55/US$7/£5/8$15/M$17.50 per copy. 

i X E *  R0515Y6 © 

x IS MAY 1888 FAR EASTERN ECONOMIC REVIE 


LI 
LS = i PM LA Sale 


Official discount 
fate 


inter-bank 24-hour 
rate 


. inter-bank $-month 
vate 


 inier-bank 3-morith 
tate 


S-month time deposit 
fate 


: dy 141400 1E ; 


a "Commonist countries 
"ü AJS$- imp 3.1867 HK$ = Amb 0.4088 
| US$- Rouble 0.7045 
,; US$=Kip 35.00 
US$ -< Dong 12.2036 


Thé Hingkang and 4 Shanghai Banking Corp. for banknote selling rates and official 


when available on the Hongkong market. Reuter for spot "long term — t short tem 


Torwant tates from ical and international markets. 


j £a tonne i2j M$ akg 
| USeaS6ibhusher: — 18) US$ a tonne 


a.and.other estimates (2) Consumer Price Index A a M2 or currency plus bark deposit {4} Peninsular Malaysia onty 


{3 US$ an oz 


63.15 


Suspended 


134.55 
442.70-—343 206 


87 B3 
66.70-66.80 


196—198 


1,321—1,325 
1,329—1,330 


540-—560 
580-565 


187.40— 197.60 
-204.00—201.40 


315—316 
270.00-—270.50 


5837.50--837.75 


237.25-—237.50 
227.25—227,50 
d, 

200 
a} UScalb 
E Me akg 


i$) M$ a tonne 


19?—*08 
1831—1,332 
188.00 6940 > 
627.25—527:50 
228.75--230.00 


200 


T Source: Hongkong Brokers Ltd and First Pacific Finance. 


— 


93.20 


Suspended 


JOD 


6 8457 4XF-947.5G 


60.05-80.15 


187 SO 188.50 


17521,7585 


^ 456815600 
.822.00—4322.25 


527 50-827 75 


243.75-—244.00 


230 


(6j USec a 60 th bushel 


“Yearago 


561.85—61.70 ^ 


9,870 —9,575 


2738. 
311.75—312.28 


55.15-68.25 


18750-38850 | 


E 1,520—1,540 


100.80— 100.80 
3375 
583.50-—584.00 


284.00---284.25 


5 May 
i Description 


Long terns CR SK Jap 10-2/4 144une/ 90 
: Nippon Credit Bank 10-3/8 8 July/95 
Sarewa Intl Fin tt 2 5/June/92 
Ekesportfinare 11-174 29/Mar/g2 
Ontario Hydro 10-174 19/May/90 
Austratia 11-1/4 19/00/90 
Australia Commonwith 11 2B Mary 3S 
EEC 9-5/2 27 /July/30 


| World BK 11 G/Fet92 


ESB 10-174 23/N0v/94 
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. A.P. Morgan Co. 11-324 ZUFot/02 
. CGiticorp 11-12 1S/Ju0na/1995 

Merl Lynch Co. Inc 12-3/4 490/69 
-OBM Word Trade Corp, 10-14 14/Nov/95 


General Beotio 11 15/Fob/1991 
“Prudential Reatty 11-2/8 15/Jan/92 

Merrill Lynch OVS 10-5/B 28/Apr/90 

EEC 11-3/8 1/F 96/1994 

ER 14-324 15/Aug/1981 

WB 11.25 15/May/ 1995 


WB 7.5 M June/1990 
WB 7.25 1/Feb/1993 | 
E10 7.5 23/Feb/1993 
IADB 7.75 1/Ape/1993 
IBM (WTC) 8.25 S/Aug/1990 
WB 8.5 ROY 1998 
Vancouver icity 0f) 11,75 28/Fe60/985 
Australia No. 2 6.8 23/Feb/00 
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WB No. 9 6.5 28/July/1993 
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idway between Bangkok and Na- 
khon Pathom 56 km to the west, a 
towering bronze Buddha appears on the 
landscape. Art experts describe it as 
Sukhothai in style, humanistic in na- 


- ture, and because it is portrayed walk- 


ing, dynamic in essence. 

This figure is the main art feature of 
Puttha Monton (Buddha Mandala). a 
religious centre of ceremonial halls, li- 
braries, temples, and guest accommoda- 
tion. Facilities are already serving con- 
ferences, teaching courses and retreats, 
but Puttha Monton — 29 years under 
construction — is unfinished. 

Buddhism arrived here 10 centuries 
ago, a historical reach explaining any 
lack of rush to completion. Such a re- 
laxed approach was fine with recent spe- 
cial visitors, when applied to construc- 
tion. 

Thai and Tibetan scholars meeting at 
Puttha Monton and elsewhere in the 
area, however, were dealing with de- 
struction — disappearing nature and na- 
tural resources. Solving this problem, 
they agreed, will not come about with a 
mai ben rai (never mind) attitude. 

"Time is running out —— for 
much life on earth,” says Lhasang Tser- 
ing, representing the Information Of- 
fice of His Holiness the Dalai Lama, 

Lhasang and Tibetan colleague 
Losang Chogyen spent 10 days in Thai- 
land, meeting with Thai researchers on 
a project called Buddhist Perception of 
Nature, to improve conservation educa- 
tion and action. 

Endorsed by leading environmental 
oat goa organisations including the 

ew York Zoological Society, the CS 
Fund, and World Wildlife Fund in the 
US and Hongkong, in less than a year 
the project has also received substantial 
support from private donors and the 
commercial sector. 

The project aims to research and as- 
semble Buddhist teachings about 
humankind's interdependence with and 
responsibilities to nature, production of 
educational tools starting with books, 
and use of the material in Buddhist com- 
munities, first in Thailand, and in 
Himalayan India. 

Research for Theravada traditions 
known in Southeast Asia are the re- 
sponsibility of Wildlife Fund Thailand 
(WFT), in association with a team of 
scholars led by Chatsumarn Kabilsingh 
of Thammasat University. 

For the Mahayana, or northern 
school, work is under way, supervised 
by the Council for Religious and Cul- 
tural Affairs of His Holiness the Dalai 
Lama, a Tibetan government-in-exile 
institution based in Dharamsala, India. 

"Buddhist precepts, whatever the 
so-called ‘school’ are ideal for teaching 
environmental ethics,” says Chat- 
sumarn. The approach is also practical, 
according to WFT secretary-general 
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Pisit na Patalung, who points out con- 
servation's current emphasis on biologi- 
cal problems and technological solu- 
tions overlooks the cultural, social and 
perceptual factors which have brought 
about many of the problems, and could 
play a role in their solution. 

Local news reports during the meet- 
ings underscored a sense of urgency. A 
draught in Thailand's northeast has 
reached a crisis point. Farmers who har- 
vested 100 sacks of rice last year were 
considered lucky to produce 10 now. 
For many the harvest is nil, and even 
fresh drinking water is scarce. The 
cause: severe destruction of the natural 
environment. 

The controversial Nam Choan Dam 
in Kanchanaburi province, shelved in 
1982 following protests led by students, 
resurfaced — significantly, during a 


NANCY NASH 


Lhasang (centre) talks to a Bangkok bird merchant. 


school break — with dam builders 
claiming it will go ahead. 


Fs: which covered 80% of the 
country 40 years ago have been re- 
duced to less than 20%. Illegal hunting 
and logging continue. Even acid rain, 
thought to be a “developed-world” 
problem, has arrived; studies over the 
past five years were published warning 
that this modern threat to health is 
reaching danger levels in and around 
Bangkok. 

But conservation awareness was also 
prominent in the press. The Environ- 
mental Awareness Protection Group 
convened a meeting of Bangkok busi- 
ness leaders addressed by leading Thai 
personalities Bangkok Governor 
Chamlong Srimuang and Deputy Minis- 
ter for Industry Mechai Viravaidya. 

The Bangkok Post's crusading col- 
umnist Normita Thongtham challenged 
the Nam Choam Dam in two articles de- 
tailing the destruction it would cause to 
the country’s last remaining major 
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wildlife habitats and wild genetic re 
sources. 

The Siam Society — half a centur 
older than what some call the internae 
tional conservation movement — sponi 
sored a lecture for the Buddhist Percepi 
tion project. Guests included à supporti 
er of Tum Ton Buo, a meditation an 
conservation centre in Cheingmai dis 
trict, who reported that employing Budi 





| dhist teachings had protected a 40-km 


area of forest, “surrounded on all side 
by once-forested, now barren hills.” 

Birds and mammals which had disapa 
peared in Tum Ton Buo several vear 
ago, have returned because of pre 
tection, and the forest there | 
saved essential watershed for neam 
by village croplands. 

Such cases are instructive, bus 
rare. How is it possible that s 
much destruction has taken plac 
and continues in Buddhist Tham 
land? 

“Too many people here,” say 
Chatsumarn, “are Buddhists be 
birth certificate," Author and sc 
cial critic Sulak Sivaraksa alse 
stresses the difference between lis 
service and activism. Buddhis 
who genuinely practise the precep 
are forming a “revolt against dc 
terioration of nature [which] seer 
small now only because it has ne 
vet affected the overall statistics." 

The well-known symbolic act # 
Buddhist society of — birds t 
free them is seen as not altogethe 
wasteful, unless the species im 
volved are endangered and have be 
captured in the wild. It is a step 
awareness. 

The Buddhist Perception project ii 
tends to build on this awarenes 
Lhasang explained that without harnw 
ing anyone's livelihood or self-esteen 
"we want those capturing, selling, ani 
releasing animals to be better aware 
and compare the symbolic act with 
genuine act which saves life." 

The social climate in Thailand is rips 
for activism. The effects of environmer 
tal destruction are widespread, but so : 
better education. The foreign commu 
nity plays a role as well. Thai conses 
vationists noted with pleasure that U 
Ambassador William Brown, appoins 
ed last year, served as a chief negotiatc 
for the US-Soviet Union agreement o 
environmental protection. 

International agencies and diplom: 
tic missions are paying closer attentio 
to environmental impact involvin 
funds they provide or administer fc 
aid. — Nancy Nas 


15 MAY 1986 e FAR EASTERN ECONOMIC REVIEW 
asi * t2 * VON 













Europe’s signpost. 


©) Lufthansa 


German Airlines 


» 


Jedl^ 
for high track density 


74 
(Ds 
jA 


— — ——— A O 


requires sophisticated computerised design. 


ing 


Tripling computer storage capacity: 


this spindle bearing unit... 
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the perfect bearing. 


and safe data transfer. . . 


and micro-precision scrutiny. 











No doubt the computer has made office life run 
more smoothly. But have you considered the levels of 
precision required to provide such efficiency? 

Takethe actuator, which has a seemingly simple task 
in the magnetic disc drive. By accepting a signal it moves the 
head to the specified track and reports back when the head 
is ready to read or write. 

Fine adjustments, measured down to millionths 
of an inch, can literally make the difference between 
unreliability and excellence. The same accuracy is essential 
for the bearings. Consider the sophisticated Winchester disc 
drive - a model which both improved access time and, 
with a track density of over 1,000 tracks per inch, more 
than tripled the storage capacity. 

SKF's brief was quite simply to create near- 
perfection — a spindle bearing unit rotating so accurately 
that no read/write errors would occur from unwanted disc 
movement. 

The success of the venture can be judged by a 
current aim — to double track density levels to 2,000 
tpi, for which bearings of even greater precision are needed. 
At SKF our search for perfection will go on for ever. 


Down to the micro-world of the bearing 


Our search for new answers takes us deep into the 
micro-universe of the bearing - where micro-changes of a 
10,000th of a millimetre are now common-place. And new 
bearing designs can yield energy savings of up to 80%. 

For this, high standards of metal- working precision 
are required — and ‘near-absolute’ accuracy has to be main- 
tained from steel purity through computerised design to 
application. 

Now, by harmonising new theory with the reality of 
new technologies we have shown how bearing life-and 
reliability- can be prolonged nigh on indefinitely. 

75 years of close customer co-operation has given 
us the expertise to create a virtually boundless programme 
of ball, cylindrical, taper and spherical roller bearing types 
in some 25,000 variants. From miniatures weighing three 
hundredths of a gramme to giants weighing 500 million 
times more. Assuring our customers worldwide of the exact 
bearing for every application. And ultimate reliability. 

Like an effective actuator, at SKF we're usually on 
the right track. 


SKE Theexact bearing. 
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SERVES BUYERS BEST 
IN ASIA? 





We’ ve Put it All Together for You! 


What Used to Take a Week, Can Now Be Done in a Single Day 


The Taipei World Trade Centers Trade meter central atrium which rises to a height 
Mart/Display Center, Asias largest and newest of 46 meters, the Mart is an exhibitor's 
state-of-the-art exhibition complex, saves you paradise. Here you'll have the opportunity to 
both time and money. Some 3000 leading meet and mingle with business executives from 
Taiwan importers and exporters are all over the world at any of 30 trade shows 
represented here, all under one roof. The and exhibitions held annually. 

Taipei Trade Mart/Display Center has 1,069 

showrooms and 2,000 permanent display If you want to do business in Asia, save time 
booths. With its magnificent 3300 square and money, see us first! 


Your window to Taiwan. Ours to the world 


TAIPEI 
WORLD 
Ai TRADE CENTER 


5 Hany Road, Sechon 5 Taipei, Taiwan. RO 

Tel (02)725-1111 Telex 28094 TPEWTC & S" TPEWTC 
Operated by 

China External Trade Development Counc 





For further information, contact our branch and representative offices., 
Hong Kong 5-251647; Jakarta 351212; Kuala Lumpur (03)2426176; Manila 46-18-80; Singapore 2224951; Bangkok 2519393-6; 


Place your original on the copier. p 


Zoom can be set manually, too. > 
Density is automatically controlled. 


Simple 





Want the same size? It's automatic. p 


Set the number of copies. > 


You can also select different sizes. 





Press Start. 


Steps to 


Eliminate Wastepaper 


If your current copier does a better job of 
filling your wastepaper basket than providing 
easy, dependable, waste-free service, perhaps 
you should look into the Panasonic FP-3030. It 
eliminates wastepaper by combining advanced 
technology with simple operation. 

It features a Job Run Memory that can 


store three groups of your most often-used copy 


settings —enlargement/reduction, density, 
margin-shift, two-page copying, number of 
copies, etc.—for one-button recall/copying. 
Another feature, Auto Original Size Detection, 
senses the dimensions of the original document 










and instantly selects the same size copy paper; 
when you specify another size, it will set the 
correct magnification ratio to enlarge or 
reduce for an exact fit. Density adjusts auto- 
matically, too. 

Options increase efficiency still further. 
The E?SII editing system performs trimming, 
deletions, transfers, and centering of original 
material, and combines with the zoom to offer 
virtually unlimited copy possibilities. An 
automatic document feeder, 20-bin sorter, 
cassette module, and large-capacity cassettes 
are also available. 

Standard paper capacity is an impressive 
1,100 sheets, with optional expansion 
to 2,600. And thanks to the FP-3030's 
straight-through paper path and modu- 
lar design, paper jams are becoming a 
thing of the past. 

The FP-3030. Put a few simple 
steps between you and unnecessary 
waste. 


Panasonic 


Office Automation * A 


Panasonic, along with National, is a brandname of Matsushita Electric. 





Well-steered 


Steering an international business 
venture to the peak of its potential 
requires a bank that is highly 
qualified in global money matters. 


In more than a century of financing 
business enterprises around the 
world, HongkongBank has climbed 
to a position that commands an 
unbeatable view of the road to 
success, and of the possible pitfalls 
along the way. 
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Our international network of 1,200 
offices in 55 countries is ever- 
expanding. And with new branches 
opening continually, HongkongBank 
is in an ideal position to put you in 
the driver’s seat. 


So whether you require the full 
financial services of the world’s 14th 
largest bank, or simply an informed 
overview, contact us today at any 
branch of the HongkongBank group. 
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HongkongBank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank * Hongkong Bank of 
Canada * HongkongBank of Australia 
The British Bank of the Middle East 
Hang Seng Bank Limited * Wardley Limited 
HongkongBank Limited 


Fast decisions. Worldwide. 


CONSOLIDATED ASSETS AT 31 DECEMBER 198° 
EXCEED US$69 BILLION. 
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IBM Outreach 

describes some of the ways 
in which IBM and its 
employees are responding 
to a variety of human 

and social needs in the 
Asia-Pacific area. 

While we realise we cannot 
solve all of society's major 
problems, we welcome 
the opportunity to 
contribute where we can, 
and to encourage our 
employees to do so as well. 
Because these investments 
by IBM and its people 
benefit the larger 
community in which we all 
live and work, our 
participation makes good 
business sense. 

We also believe it is the 
right thing to do. 


IBM is a registered trademark of 
International Business Machines Corporation 
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His father's eyes. His mother's hepatitis. 


Hepatitis is a risk for more than 400.000 babies 
born every year in Taiwan. € ompounding the 
problem. afflic ted mothers don't realise the 'y carry 


the disease because they suffer none of its symptoms. 


The result is human suffering on a large scale. 

Imost 20% of Taiwan’s 19,000,000 people have 
hepatitis, far more than in most other countries. 

A powerful weapon in the fight against the 
disease is up-to-date information. To help, IBM 
donated a new large-scale central computer that 
enables Taiwan’s medical experts to gather 
data from 570 hospitals and 370 health stations 
throughout the country. 








IBM ‘Taiwan also helped design the software 
applications the project requires, and administered 
professional training to the computer specialists 
who analyse and collate this vital data. 

The fight to wipe out hepatitis in Taiwan is by 
no means over. But a positive first step has been 
taken. IBM ‘Taiwan is working for the day when all 
people will say is, "He has his father’s eves...and 
his mother's happy smile? 


IBM Thailand joins the fight, too! IBM is active 
in public health programmes in many areas of 
Southeast Asia. In Thailand. IBM is supporting the 
work of the Centre for Immunodiagnostic Production 
at Mahidol L niversity. 
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Will your computer lend you an 














You've got a problem. So vou 
sit back and tell vour compu 
all about it. 

It sounds like a passag 
from a science fiction 
fantasy, but it may soon 

become commonplace. 

IBM's Japan Science ' 

Institute is now worki: 

on innovative researc} 

in both voice recognit 
and speech synthesis. 
With these welcome 
advances from IBM, cor 
puters would be able to 
read text aloud. They cou 
also understand normal hur 
speech and respond to voice 
commands. The blind, for exa 
ple. could have books and article 
read to them. The handicapped 
could operate computers easily with 
voice commands. Electronic mail 
messages might be stored in a central co 
puter and read electronically over the pho 
Listening and speaking technology also 
has great potential on the factory floor, freein 
people to use computers without having to tour 
or even look at them 
Start listening for the computers of the future 
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Remote possibilities powerful central computer to the Korea Advanced 

Institute of Science and Technology (KAIST). 
Remote sensing technology that transforms Korean researchers are now discovering new 
complex digital satellite data into coloured land-use ways that remote sensing technology can benefit 
maps like this one of the Seoul, Korea area was agricultural land use, geology, forestry, rangeland 
developed by IBM and donated along with a management and map-making. 





Characters with character hears the sound of fingers on keyboards. But 
there is a discernible tone of enthusiasm. And a 

One long-standing obstacle to computerisation touch of love. 

in Japan has been the fact that kanji (the Chinese- For this is a very human joint venture between 

derived ideographic characters) are usually the Korean Welfare Association for the Deaf and 

handwritten. Researchers at IBM's Japan Science individual IBM emplovees who volunteered 


their time. They carefully planned a three-month 
training programme to assist 
the Association teachers, and they 
arranged visits to IBM offices 
and other facilities to further 
stimulate the students’ enthusi- 
asm. From this effort has come 
a whole new opportunity for 
these bright but handicapped 
people to develop promising 
new careers. 

And IBM people stay in 
touch with the programme, 
dropping in on classes from 
time to time. Now they 
can relate to this new 
sound of silence in a 
special way. 


Institute have developed an experimental 
2400-character pattern recognition system that 
scans handwritten kanji characters and enters 
them into the computer. The system is even able 
to "get used to” the handwriting pe- 
culiarities of each user, letting more 
people without kevboard skills 
enjoy the benefits of computers. 
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A new sound of silence 












It comes from a suburban Seoul 
classroom where young, deaf 
Koreans are learning the language 


of computers. A visitor only B 











microelectronic “chips” to help Australian IBM research facilities in the U.S.. and IBM 
manufacturers create innovative new products. One research people join those at the Centre. 
example: a prototype hearing aid that can 
screen out background noise in much the 
same way the human ear does. 

JMRC was created to help Australia’s 
most talented scientists and engineers 


compete on a worldwide scale in a broad : 

range of fields. IBM, recognising the value - L 

of the Centre’s efforts, has become an 

enthusiastic partner in furthering its work. 
Equipment from the IBM research 

facility at Yorktown Heights, New York has 

been donated, along with a substantial 
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cash grant. Under a joint 
exchange programme, Malay in the making 



















scholars from the 
Centre visit Making Malay the official language of Malaysia was 
the easy part. It happened in 1957. 

The hard part was standardising Malay and 
“coining” new words, especially in technological 
fields. Each new word had to be cross-referenced 
and checked for synonyms, using a library-style 
card catalogue. 

By 1982—25 years later—the National Language 

and Literary Agency had developed, 

categorised and evaluated 200,000 terms. 
Impressive progress, but there was still so 
much yet to be done. 

That was when the \gency turned 
to IBM for help. Thus began a unique 
partnership programme. 

IBM helped provide the necessary 
data processing equipment and 
support systems, as well as training 
lor the people assigned to this 

important task. 

The result: 150.000 additional 
words coined and verified in just 
three years. The country's official 
language is now bigger. more 


useful and growing all the time. 






ie Genetic Resources of Rice 





Turning on the Sun, and other feats 





" 

a am. 10 the untrained eye, all rice looks pretty Australia’s Joint Microelectronics Research Centre 

i — Ø much the same. But in fact, there g 4 (JMRC) has developed one of the world’s most 
Pam re thousands of different strains, § efficient prototype silicon solar cells, capable of 
\ MA. each with its own strengths and ææ converting almost 20 percent of the Sun’s energy 


: a weaknesses. 9 g "a f 4 — into electrical power. 
à Ø @ With much of a Iy P ar? «P This is an impressive feat in itself, but even 
7 ™ m, rapidly growing x ` 9 i more important is the fact that the technology 
/ @ world population Vay P d d j E behind these new cells could make the 
pendent on rice as a staple food. Ww ) 9p cost of solar energy 15 times cheaper in the 
d with rice production often endangered MP = next decade. 


unfavourable weather, diseases, and by more P d «m but the talents of JMRC extend beyond 
rative industrial land use, it is vitally important achievements in solar energy. Another 

the numerous rice strains to be carefully EN A j research project at the Centre 

egorised and the seeds of its various strains | has led to the 

preserved. Just as important, the seeds and development 


& Æ related information must be made g of custom 
>j pe. freely available to scientists Q& - P 
| agp 00d growers throughout the @ & U 


a m world for breeding new 


varieties that will benefit the g 
| 9 future generations of mankind. ® 
This is the mission of the International wv 
Rice Germplasm Center at the International 
Rice Research Institute in the Philippines. 
3M considers this project so important it 
has donated a large central computer, 
36 personal computers, software 
4 and manpower to help the 
am». Institute keep its extensive 
records up to date. A lot of 
al information goes into all those 
computers. Each of 80,000 rice 
samples is first analysed for 45 
agronomic characteristics, then 
for 38 physiological traits. 
It's a difficult but 
important task, helped 


2 AY = in part by a 
commitment 


} Y M" 
É from IBM. 
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Making partners of suppliers 


“Just four years ago, we wouldn't have known how 
to make a system like this) says T.S. Shieh, proudly 
displaying a computer monitor his company makes 
for IBM. “When we got our first IBM contract, 
we needed a lot of help to get the quality right? 
That one story says a lot about the way IBM 
works with small companies throughout the Asia- 
Pacific area who supply important subsystems for 
IBM products. IBM is more than just a buyer of 
parts, it's a major contributor to the companies with 
which it does business. 
“IBM helped us grow in a number of ways.” says 
one supplier. “When a test product 
would fail to meet IBM’s standards, 
they conducted seminars for 
our engineers and 
carried out 





analyses of our whole operation. IBM even sugges 
new management techniques. That's a lot more 
helpful than just saying “no.” 

\n IBM purchasing manager on the scene de- 
scribes the relationship this way: “From day one, 
vo through the pilot run. We review every proces 
with them and make recommendations. — 
the supplier to succeed, so we work togethe with 
them to make it happen. It's a rewarding thg. 

Today, many [BM suppliers who once only m” 
simple parts now have their own research depart 
ments and market their own sophisticated produ 
And just as important, this intensive technology 
transfer is self-perpetuating. The higher standard 
that IBM helps its suppliers to deliver are 
passed on to the suppliers’ suppliers, resulting in 
the building up of a high-tech infrastructure that 
benefits the entire country. 


- The goal of IBM’s continuing commitment to 

Asia-Pacific home is to reach out and create a 
better environment for all of us. In IBM Getrec 
we have highlighted some of thiway: 


in which IBM encourale lo 


technology and shares 
own experien 
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Bearing the burden 


From your report on Burma [COVER 
STORY, 17 Apr.] it is evident that the 
aged Ne Win is soon to leave behind a 
debt of US$2.6-3 billion on the shoul- 
ders of the coming generation. Citizens 
of Burma may not mind taking responsi- 


bility of the debt. For our young genera- 


tion it is, however, unthinkable to in- 
herit the raging war which has been gen- 
erated by Ne Win and his generation. 
Based on the limited information from 
the rebel sources and occasional gov- 
ernment announcements it is conserva- 
tively estimated that 80- 100,000 soldiers 
and civilians have been killed, with a 
loss of US$4-5 billion in war materials 
and public properties since 1948. 
Should we inherit a peaceful Burma 
it would not be a great burden to pay | 


back the debt. Our natural resources 


are rich and population pressure is not à 
problem. At present we are putting on 
the secondhand clothing brought in 
through the border trade. In the near fu- 
ture. we might have to live on second- 
hand food unless Ne Win and his war- 
lords regain their senses before they die. 


San Tha Pru 
Political Exiles of Burma 
(Asian branch) 


Conflicting figures 


In your effort to keep us informed on 
developments in Burma [3 Apr.]. vou 


.seem to have missed an important dis- 
“crepancy in two stories carried in that 


issue. Paisal Sricharatchanya reported 


on page 41 that the Burma Socialist 


Programme Party (BSPP) had a total 
membership estimated at no more than 


. 300,000, while M. C. Tun, on page 67, 


wrote there were more than 470,000 
trade union members of the BSPP. 
Tun's figures correspond to those | 


given last year by the party general sec- 


retary at the Fifth Party Congress. Then | 
it was officially reported that the party 
had a total membership of 2.3 million 
full and candidate members. And, of 


that number, 478,616 were members of - 


the worker's unions. 

Getting hard information about 
Burma is not easy and your writers have 
given us more than most. Keep up the 
good work, and when you have two 
stories covering the same subject let the | 
information be the same or explain the | 
reason for the difference. 

New Brunswick Josef Silverstein 


Double standards 


I know very little about the attitude of 
the Nepalese Government towards 
Christians, but I was somewhat sur- 
prised by Neville Sarony’s bland state- 


ment [ARTS & SOCIETY, 15 May] that: 
“The one qualification that the law [of |. sensational 
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| conversion to any fa 


freedom. I would suggest that the 


| present chief minister of Sabah. 


tise one's faith] 











It appears that tl 
may believe whatever 
| thev are not permitted. 
suade others of the truth. 
nor are they permitted to 
own minds if, presumably a 
solitary contemplation, they 
| those beliefs are wrong. WI 
"freedom" is this? | 
A country which allowed i it 3 

to belong to any political part 
which forbids them from cam 
and from changing their al 
would not, I suspect, be praised 
REVIEW for its guarantees of p 
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ards we apply when assessing 
rights shou ot be different fron 
we apply in the case of political igh 
Hongkong R. W.¢ 


Behind the alliance - 


Regarding Farida Stephens? 
ment [LETTERS, 13 Mar.] as to why] 
jaya is now teaming up with its erstw 
enemy No. 1 — the United Sabah N 
tional Organisation (Usno) — I sho 
have thought that the best person t 
answer her question is her own mother 
Toh Puan Rahimah Stephens 
Rahimah, who lost her seat in the 1 
election, is currently trying to make 
political comeback and is standing f 
her former constituency on a B 
Usno ticket. Political pundits say 
bound to lose again — this time 1 
even greater margin. E 
All of which is very sad indeed 
one considers that she is the wife 
former Huguan Siou, the param 
chief of the Kadazan people, ar 
present Huguan Siou is of cour 





Sabah Wong Kaula | 





e This letter i was written before the elec 
tion in which Rahimah unsuccessft lly 
contested the Kiulu constituency, lasing 
to the Parti Bersatu Sabah candidati 

1,192 votes. 5 


Questionable 


While the recent hiccup i in relations 
tween Indonesia and Australia stres: 
the obvious lack of understanding whi 
exists between the two countries, 
is little doubt that the Indonesian Gov 
ernment has acted foolishly, and has pi 
into question the political maturity o 
that regime. Certain points shoul 
perhaps be brought to. light: E 
» The Australian press and media. 

their present form are very c: 
They are capable of accurate, un 
reporting, just as they are as cap 
nsubstantiated 











— innuendo, which is all too often the cas 
. regrettably, even in the more respected 
| journals. The press is not, however, the 
| political arm of the Foreign Affairs De- 
| partment, or any other section of the 
government, and as such it is relatively 
j porée.” 
= | » Senior officials in the Indonesian 
.| Government are aware of this. How- 
ever much the Australian press may irri- 
_ | tate Indonesia from time to time, they 
| have admitted that they are aware that 
_ the Australian Government can do very 
.| little about it. 
| > The fiasco of the on-again, off-again 
| wisa requirement must surely have 
{| achieved nothing, other than to gener- 
| ate hostility among ordinary Austra- 
.| lians — some of whom were possibly 
| only vaguely aware that the island of 
.| Bali is part of Indonesia. While it may 
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lowed to get out of control, causing 
barrassment in both countries. Perhaps 
certain officials within the Indonesian 
Government are resentful of the at- 
titudes held by Australia, and reflected 
through the media here, on Indonesia. 
And who can blame them? Australia’s 
attitudes to all of its Asian neighbours 
are often perplexing, misconceived and 
ill-informed. However, Indonesia's 
poor management of this incident is al- 
most inexcuseable. 

Its to be hoped that attitudes on 
both sides might take a more common- 
sense approach in the future. 
Paraburdoo, Australia 


Just old chums? 


What exactly do the Americans want us 
to believe their president's true inten- 


J. Mcintosh 
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iji Have proved a valuable lesson in geo- 
| graphy for some, it was quite obviously 
(| abad mistake. 
= | > It was an even worse mistake on In- 
| donesia's part to refuse entry to two 
| Australian journalists from the Austra- 
. lian Broadcasting Corp. who were to 
. cover the Asean summit with US Presi- 
. dent Reagan. This action had the effect 
. of fuelling the fire, as the original of- 
. fending article about President Suharto 
_ | and his family was then taken up by the 
. | US media, instead of quietly expiring, 
| asit may well have done otherwise. 


tions are towards the Aquino govern- 
ment? Reagan's telephone call to de- 
posed dictator Marcos, was "entirely in- 
nocent . . . old friends talking." Quite 
so! Why then was the old rogue not pub- 
licly condemned for video-taping the 
whole business at his end of the phone? 
Just old friends talking? The condemna- 
tion seems to have been a little limp- 
wristed. Within a couple of days Marcos 
is at it again: beaming messages to Man- 
ila on May Day; agitating his supporters 
and subverting the government which 
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American University Degree 
Can Advance 
Your Career Goal 


As a qualified international business or professional 
person, you can now earn a recognized American university 
degree without leaving your own country. The University of 
Beverly Hills is now accepting applications for its non- 
residential Degree Program. 


This prestigious program gives you the opportunity to 
apply your work experience and/or college credits toward 
your first degree or a higher one entirely through non- 
residential study. The result is a California State authorized 
university degree. 


At your own convenience, you can earn a respected 
Bachelor's, Master's or Doctorate Degree in a significantly 


shortened time. | Single Double 
If you can benefit from the greater status, extra income —— Z T opea 
and dignity that only a degree from an esteemed university Executive Suite S$350-- 
can provide, write or call today for the full details. Send Deluxe Suite S$420- 
. resume, if available. Presidential Suite S$1.000-- 





All requests, correspondence, studies must be in English. 


UNIVERSITY of BEVERLY HILLS 


DEAN OF STUDENTS. Room 951 


465 South Beverly Drive, Beverly Hills, California 90212 U.S.A. 
PHONE 213-556-0190 i 
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lieve — sc “wholeheartedly” support. 
Didn't the White House just tell u 
that Ronnie had suggested to Ferdie 
was time to lay off and eid out of pol 
tics in the Philippines? It didn't appea 
to have much effect. | 
There are;a lot of us out here whi 
find the idea of a cosy chat with depose 
roques repugnant. That such a cosy cha 
should be made public in such a sel 
seeking rogue as Marcos is neither su 
prising nor a,particularly fine examp# 
of Reagan's pineal judgment. For n 
it bears out the suspicion that events # 
the Philippines in February didn't quis 
go as Reagan would really have wante 
them. adi 
Perlis, Malaysia - 


Jolly Roger 


The REVIEW articles on copyright " 


David Jardim 


lems in Asia [24 Apr.] reminded m 
once browsing through a bookstore 
Taipei and coming across a tome e 
titled Laws relating to copyright, pate 
and trademark infringements. 
Naturally, it was a pirated edition. 
Hongkong Bruce Maxwe 
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bear the writer's signature and address. 
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F2 years after seizing power and installing himself as 
military ruler of Bangladesh, President H.M. Ershad has 
led his country through its first tentative — and bloody — 
step back towards civilian rule. Elections for a 300-seat na- 
tional assembly were marred by violence and accusations 
| of massive fraud and terrorism at voting stations. But, 
despite all the noisy name-calling, the opposition Awami 
League's decision not to join an election boycott repre- 
sented a major breakthrough for Ershad in his quest for 
political legitimacy. Chief correspondent Rodney Tasker 
offers an explanation for the league's decision to take part, 


ile Dhaka correspondent S. Kamaluddin spells out the details of mutual ac- 


sations. Pages 44-50. 


Cover photograph by Rodney Tasker. 





14-15 

Korea's main opposition New 
rea Democratic Party is disap- 
inted with US Secretary of State 
orge Shultz' open support for the 
un government, and in Manila 
ultz clears up doubts about US 
cking for the Aquino government. 


ge 16 

wan does an about face and 
jgests direct talks with Peking over 
lost cargo aircraft and two ‘hos- 
e' crewmen. 


ge 18 

yanese Prime Minister Nakasone's 

ances of serving a third term as rul- 
LDP leader have faded following 

' failure of his plan to hold double 

ctions. 


je 25 

laysian Prime Minister Mahathir 
dictably chooses veteran Ghafar 
a as a caretaker deputy, while 
imoting up-and-coming Anwar 
ahim to the vital Education Minis- 





TOM FAWTHROP 


je 26 
mese rebel groups renew an old 
-government alliance and agree to 
n a united front with communist in- 
jents. 


je 32 

1. Yang Dezhi, chief of staff of 
na's People's Liberation Army, 
ats top US defence officials in 
shington during a 16-day tour of 
capital and key US military instal- 
ons. 


Pages 40-42 

President Suharto's half brother de- 
fends the presidential family's busi- 
nesses but the weak economy is high- 
lighting the role of the family in na- 
tional business life, writes Paul Hand- 
ley, until recently a Review Jakarta 
correspondent. Meanwhile, in Austra- 
lia, Prime Minister Hawke hangs 
tough in a row with Indonesia caused 
by a Sydney newspaper report on the 
alleged Suharto wealth. 


Page 60 

The massive treasure hunt under way 
in the Philippines for the 'ill-gotten' 
holdings of Marcos cronies is raising 
concerns about its impact on foreign 
confidence. 


Page 62 

Indonesia seeks to boost flagging 
foreign investment by easing the 
terms under which foreign joint ven- 
tures can be established. 


Page 63 

Singapore is to develop further its 
capital market by allowing trading in 
government bonds. 


Pages 74-76 

The long-held belief that only 22 
families control the bulk of Pakistan's 
manufacturing, though once probably 
accurate, is now a myth as nationali- 
sation and the entry of new investors 
has widened the ranks of the coun- 
try's industrial oligarchy. 


Page 78 

The collapse in world oil prices has 
proved to be a windfall for Singapore's 
large refining and petrochemicals in- 
dustry. 


Page 92 

The planned purchase of a large bloc 
of shares in Philippines' San Miguel 
Corp. by a Hongkong-based sub- 
sidiary is causing a furore in Manila. 
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brass 
support for Prem 

More than 50 unit commanders 
from the crack Thai Special 
Forces Command called on 
Prime Minister Prem Tin- 
sulanond on 13 May in a show 
of moral support that appeared 
to fly in the face of instructions 
issued by supreme commander 
and army commander Gen. 
Arthit Kamlang-ek the previous 
day. It was the second time 
Special Forces commander 
Lieut-Gen. Sunthorn Kong- 
sompong and his men had 
made the gesture in the space 
of three months and served to 
underline differences within 
the military over the current 
political situation. 


Arthit, who is due to retire | 


on 31 August following Prem's 
rejection of a one-year exten- 
sion to his term, ordered army 
officers on 12 May to guard 
against becoming tools of poli- 
tical parties or individuals and 
told them to refrain from giving 
interviews or making com- 
ments without his express per- 
mission. — Sunthorn is a 
classmate of army chief of staff 
Gen. Chaovalit Yongchaiyut, 
who is heavily favoured to suc- 
ceed Arthit. — John McBeth 


The Parti Bersatu Sabah (PBS) 
government, newly returned to 
office with a clear mandate of 
34 out of 48 seats on 6 May, 
faced its first obstacle in follow- 
ing through with its pre-elec- 
tion proposals. PBS plans to in- 
crease the number of state 
ministers from nine to 12, to ac- 
commodate more Muslim and 
Chinese ministers, fell through 
as such à step would require 
amending the eighth schedule 
of the federal constitution as 
well. The legal hiccup only 
came to light when Sabah Chief 
Minister Datuk Joseph Pairin 
Kitingan met Attorney-Gen- 
eral Tan Sri Abu Talib Othman 
in Kuala Lumpur on 12 May. 
Another proposed amend- 
ment to the state constitution 
— making party defections 
futile since they would entail an 
automatic vacating of the seat 
followed by a by-election — 
will go ahead. 
€ set-back means that the 
PBS government will have 
fewer plums to offer its die- 
hard Kadazan leaders if it is to 
follow through on its espoused 
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multiracial platform. Mean- 
while, in an unpublicised 90- 
minute meeting with Prime 
Minister Datuk Seri Mahathir 
Mohamad, Pairin suggested 
that state Governor Tun 
Mohamed Adnan  Robert's 
term of office, due to expire 
this June, be extended. Adnan 
is considered sympathetic to 
the PBS. — Suhaini Aznam 


Baker meets Chinese 
officials in Peking 

US Treasury Secretary James 
A. Baker met with Chinese of- 
ficials in Peking to discuss Sino- 
US joint ventures, foreign-ex- 
change problems and difficul- 
ties encountered by firms doing 
business in China. Baker said 
that Chinese Premier Zhao 
Ziyang raised the issue of the 
troubled Peking Jeep Corp., 
which is suspending production 


FINANCIAL TIMES 





due to lack of foreign exchange 
to purchase Cherokee Jeep kits 
for assembly from its US part- 
ner, American Motors Corp. 
Baker said China wanted to re- 
solve the company’s problems. 


Baker. reported no im- 
mediate progress in negotia- 


| Plannin 





| Taiwan's 
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tions on the stalled US-China | 


Investment Treaty. 
— Robert Delfs 


Moy Merde ag 

to free Cambodians 

The human-rights organisation 
Amnesty International has 
launched a campaign for the re- 
lease of four Cambodians 1t 
says are being held incom- 
municado at the Khao-I-Dang 
holding centre for Cambodian 
refugees in Thailand by Task 
Force 80, a special unit of the 
Thai Army. 

Amnesty says the four were 
arrested on 17 March after an 
armed band of Cambodians en- 
tered the camp and killed onc 
Task Force 80 soldier and 
wounded another. It also al- 
leges that the four have been 
tortured by the Thai Army. 

— A Correspondent 
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Taiwan trade surplus to 

be even higher in 1986 
Taiwan's 1986 trade surplus is 
expected to top US$13 billion, 
the Council for Economic 
and Development 
said on 9 May, far in excess of 
the government's original pro- 
jection of US$10.5 billion. The 
big jump over last year's 
US$10.6 iiion surplus is cer- 
tain to lead to intensified pres- 
sure on the government from 
major trading 
partners, particularly the US, 
to reduce tariffs and other 
trade barriers. It will also give 
ammunition to protectionist ef- 
forts in the US to limit imports 
from Taiwan. The island's ex- 
ports have been boosted 
strongly this year by falling oil 
prices and the rising yen. 

The trade surplus through 
the first four months was 
US$4.25 billion, on the 
strength of an 18% increase in 
exports over the same period 
last vear. The growing trade 
surplus will further fuel the 
stunning growth of Taiwan's 
foreign reserves, expected to 
reach at least US$35 billion by 
end-1986. — Carl Goldstein 


Standard Chartered may 
list in Hongkong, US 
The London-based multina- 
tional Standard Chartered 
Bank, fighting a £1.2 billion 
(US$1.9 billion) takeover bid 
from British rival Lloyds, says 
it may separately incorporate 
some of its overseas inia 
units with a view to selling part 
of their equity to outside in- 
vestors and securing a listin 
for their shares on local stoc 
exchanges. The most likel 
candidates for such a hiving-off 
would be the Hongkong and 
US operations. 

— Robert Cottrell 


Holmes à Court offers 
higher price for BHP 
Raider Robert Holmes à Court 
raised his partial takeover offer 
for the Broken Hill Proprietary 
Co. (BHP) on 13 May to 
AS9.20 (US$6.86) a share from 
the previous A$7.70 a share 
(both cum dividend of 20 A 
cents), after extending his 
financing beyond the A$2 bil- 
lion provided by Britain's 
Standard Chartered Bank. 
France's Société Générale is 
understood to have offered 
another A$1 billion, and Aus- 
tralia’s largest private bank, 


Supreme Corp. 
two to its board 
Malaysia's Supreme Corp. s 
— that Datuk MA 
Kok and Datuk Seri Abdulla 
Mohamed have been ag 
pointed to its board. The mo 
confirms market rumours tha 
the two had been quietly bu 
ing or obtaining proxies fe 
Supreme shares over the pai 
month, while pursuing t 
highly publicised bid to buy 
26.6 million Supreme sh 
left in the hands of five 4 
gapore stockbrokers as a re 
of the forward-contracts sca 
dal last 








Bankin Corp 


fupe 
^$500 million — valuable “es 
tablishment” support. 


Holmes à Court has also re 


moved most of the conditior 
that hampered his earlier bide 


— Hamish McDonay 
names 


May that Datu 


L 


year. 
If the brokers accept ti 


new Mak/Abdullah offer of 


M cents (23 US cents) for t 


S$1.70-1.90 (77-87 US-cem 
shares — with Supreme's 49 
shareholder 


Grand Unité 
Holdings guaranteeing the ba 
ance of the share price — 
year — this would give t 
partners a further 11% in t 
company. At this stage t 
REVIEW understands th 
Supreme managing direct 
Tan Koon Swan has not sc 
his stake. — Nick Seawa 


Indonesia's BCA to buy 
out Australian company 
Bank Central Asia (BCA 
controlled by Indonesi 
financier Liem Sioe F 







poised to take over the mi 
constitution firm Indomil 
has bought control of 50 
local partner Marison ay 
taken over the A$14 milli 
(US$10.4 million) debts owñ 
to the foreign partner, Aust: 
lian Dairy Corp. (ADC), ir 
US$8 million factoring 4 
rangement. Intervention.. 
Indonesian Labour — 
Sudomo six months ago en 
a deadlock that began in 193 
when ADC accepted a US$ 
million offer from Jakarta bu 
nessman Rajkiar Singh’s fir 
Kebon Bunga, for its stake. 
Marison, then controlled 
the Zahirudden family, us 
political connections to bk 
the deal, and Singh responc 
with an Australian court acti 
against ADC. In return 
S$1 million from the n 
BCA-controlled Marise 
Singh has dropped the ca 
ADC can now move to sell 
equity. — Hamish McDon 
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Superplastic forming of aluminum. Simplifying the manufacture of complex 
shapes. For higher quality, lower weight, and significant savings to our customers. 
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Swissair’s speciality area is one that you can go a long way in with the maximum of e2 


and enjoyment. Because Swissair’s fleet of modern jets serves a worldwide network 
some 100 destinations: in Europe, Africa, Asia, North and South America. And as thir 
should never stand still in a speciality area, especially one that spans the world, 

March 30, 1986, Swissair has increased its program to include four more cities: Seo 
Anchorage, Birmingham, and Malta, and will add, as of May 1986, also Bahrain and Tira 
as new — destinations. eem 
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S DIPLOMATIC SH SHUFFLE 


number of US diplomatic missions 


Asia are going to get new chiefs 
on. Deputy Assistant Secretary of 
ate for East Asia and the Pacific 
(hn Monjo, an old Southeast Asia 
ind who has served in Jakarta and 
anila, has been nominated to be 
nbassador in Malaysia, and Harriet 
om, who is currently director of the 
S State Department's office of 
orean affairs, will soon become US 
arge d'affaires in Laos — the top 
S diplomatic post in Laos as there 
is been no US ambassador posted 
ere since 1975. Donald Anderson, 
| old Hongkong hand who has 
rved as consul-general in Shanghai, 
to replace Burton Levin as 

sul-general in Hongkong. Levin is 
P considered for nomination as 
assador to Burma. The current 
5 Ambassador to South Korea 
chard Walker is exepected to 
turn home soon but a nominee to 
cceed him is still under discussion. 


GGING AROUND - 


* communications ma nate 
rt Murdoch and Hongkon ots 
and movie tycoon, Sir Run 
aw, have been talking of a deal | but 
ve settled nothing concrete. 
iring a one-day rendezvous in 
nngkong, the two talked of joint 
/ and movie-making ventures — in 
iglish as well as Chinese. — and 


[HE WEEK 


ING 
Es in the parliamentary elections 
ed (7 May). The head of the Awami 
p. Shiekh Hasina Wajed, demanded 
lis in 50 constituencies after wide- 
ead violence and fraud allegations of the 
ieral election (9 May), The pro-govern- 


nt Jatiya Party looked set for a simple | 


jority in parliament, according to latest 
ction results (72 May). The Election 
mmission set up tribunals in each of the 
intry's 64 districts to investigate alleged 
ad and violence in the elections (/3 May). 


INA 
Canadian Prime Minister Brian Mul- 
ey arrived on an official visit (9 May). 


NA 

Sikh extremists killed six people in Pun- 
and police opened fire to disperse Hindus 
) were rioting to protest at the recent 
ie of killings. Gurkhas launched a cam- 
gn for a separate homeland in Darjeeling, 

»wspaper reported (7 May). Thousands of 
ice and paramilitary ringed the Golden 
nple as Sikh militants demanded their re- 
val and threatened to hold a rally inside 
temple (8 May). Prime Minister Rajiv 
adhi eet ab a Sikh ostracised by his 
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ORE! into one another's growing 
network of TV and video concerns. 
For Murdoch, who is pushing beyond 
popes into movie and worldwide 

holdings, Shaw’s HK-TVB and 
Shaw Brothers movie company offer 
an Asian link. Shaw wants to expand 
in the US and take his Chinese- 
'anguage programming international 
— and Murdoch could help. 


HEADS TO ROLL 


Papua New 
Guinea Prime 
Minister Paias 
Wingti is 
expected shortly 
to make his first 
major cabinet 
reshuffle since 
taking office last 
November. 

ime ris the 
possible 
casualties are Lands Minister Paul 
Torato and Works Minister Peter 
Kuman, who have figured in 
administrative controversies, and 
several non-performers. Wingti’ S 
boldness stems from the fact that 
parliament has risen for a break that 
extends into the 12-month period 
before a general election (due 
mid-1987) in which, under the — 
country’s parliamentary rules, a 
no-confidence vote cannot topple a 
government, 





community to the top security job of home 
minister in a cabinet reshuffle (7/2 May). 


INDONESIA 

Issues of Times and Newsweek dated 12 
May were banned in Indonesia, it was re- 
ported (9 May). 


JAPAN 
The Prince and Princess of Wales arrived 
(8 May). 


MALAYSIA 
Ghafar Baba was sworn in as deputy 
prime minister (/0 May). 


NEPAL 
Voting in the general election began (/2 
May). 


PAKISTAN 
Troops enforced an indefinite curfew of 
arts of Karachi after eight rre v were 
injured by a hand grenade (77 May 


PHILIPPINES 

US Secretary of State George Shultz ar- 
rived (9 May). About 10,000 supporters of 
former president Ferdinand Marcos held a 
protest rally in Manila (77 May). Top-secret 








Malaysian politician Tan kii secs 


| SWANSONG ai 

has met the 8 May deadline set by A 

Multi-Purpose — EMN for = 
e 
’ 


the repayment of a 
(US$8.9 million) loan —— 
used in December last y 


tranche in a pro $4 million Ls 
(US$18.2) interest-free loan: to the — 
now-collapsed Pan-Electric — | 


Industries. The loan was - a 

negotiated between the MPH boar 

and Malayan United Bank and * 

placed at the dis of Tan à as part | | 
: | 


of a complicat scheme whereby | | 

Pan-El would take over MPH's | 
loss-making shipping fleet br | 
dass Ship — MPH o, t b 
would get Pan-EI's Orchard | E | 


the 





a 

















return. After Tan was charged with | 
abetment of criminal breach of trust, — 
fraud and stockmarket eS | K. 
in Singapore, the board asked him v | 


repay the loan himself which he has | 
managed todo withthehelpof — — | 
political allies within the MCA. $ | | | 
LAO POPPIES 317 
Narcotics officials are picking up 
indications that Golden Triangle | 
| 
| 


warlord Khun Sa may have — 
his operations into opium -growing 
areas of western Laos. While there is - 
no evidence of connivance between | 
Khun Sa and the Vientiane 
government, the officials say opium — 
production in Laos is on the increase. 


l1 
negotiations for a ceasefire were under — | 
between government emissaries and com- - 
munist leaders somewhere in Luzon, accord- _ 


ing to highly placed political sources a2- 
May). 


SOUTH KOREA | 
The two most prominent critics of the 
overnment, Kim Dae Jung and Kim Young © 
am, were not invited to meet visitin 
US Secretary of State George Shultz J 
May). Police used tear gas to stop about - 
1,000 anti-government students from attack- _ 
ing the offices.of the ruling Democratic Jus- 
tice Party after an opposition rally (70 May). 


SRI LANKA 

A powerful bomb exploded in Colombo- 
killing at least 10 people. An outlawed 
Sinhalese youth group claimed responsibility 
(7 May). Police arrest five Tamils in connec- | 
tion with the Air Lanka bombing (/0 May). 


TAIWAN 
The Kuontintang allowed the tangwai op | 
ition group to open offices in Taiwan ( 0 | 
ay). The government cleared the way for - 
direct talks with mainland officials over a 747 - 
cargo jet and two crewmen stranded in China - 
after the ‘saps defected sid May). ora, | 
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REGIONAL AFFAIRS 


Shultz firmly backs Chun to opposition’s dismay 


Left out in the cold 


By Shim Jae Hoon in Seoul 

hen US Secretary of State George 

Shultz arrived in Seoul on 7 May 
from the recent Tokyo summit of seven 
industrialised nations, a broad spectrum 
of oppositionists here had expected him 
to convey a new readiness by Washing- 
ton to help accelerate democratic re- 
form in South Korea. But by the time 
Shultz left for the Philippines, after an 
overnight stay, the oppositionists were 
dismayed over the unequivocal backing 
Shultz expressed for the government of 
President Chun Doo Hwan. 

The stated purpose of the Shultz visit 
was to brief Chun and Foreign Minister 
Lee Won Kyung on the Tokyo summit 
where some participants, including Ja- 

anese Prime Minister Yasuhiro 

akasone and British Prime Minister 
Margaret Thatcher, had expressed con- 
cern over stability on the Korean penin- | 
sula. With Seoul preparing to host the 
1988 Olympic Games and Pyongyang 
threatening to lead a socialist-bloc 
boycott of the games, these leaders had 
urged that both North and South Korea 
be admitted as full members to the UN 
as a tension-reducing step. 

Aside from the summit briefing, 
Shultz’ visit focused on South Korean 
domestic affairs. Chun’s critics, noting 
that Shultz was the first top US official 
to visit Seoul since the dramatic fall of 
former Philippine president Ferdinand 
Marcos, had expected some sign of sup- 
port for their push for political reform. 
Their hopes had been based on recent 
criticism of human-rights violations in 
South Korea by US State Department 
officials and statements by other key 

Washington officials that the US should 
put pressure for reform on dictatorships 
of the Right as well as on those of the 
Left. 

President Reagan himself had said at 
the outset of his journey to the Tokyo 
summit, via the recent Asean foreign 
ministers meeting in Bali, that the 
“winds of freedom” were sweeping over 
East and West, a statement that raised 
fresh expectations among oppositionists 
in Seoul of a new approach by the US 
administration to South Korea's current 
political turmoil. 

However, Shultz gave no indication 
that even some of the winds of freedom 
Reagan spoke of were viewed in Wash- 
ington as emanating from South 
Korea's opposition. Indeed, the Ameri- 
can official surprised oppositionists and 
other critics of the government in Seoul 
not only for praising Chun for "moving 
fast” on the course of political evolu- 
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tion, but for refusing to meet two Key 
opposition figures, Kim Dae Jung and 
Kim Young Sam, who were the driving 
force behind the formation of the New 


Korea Democratic Party (NKDP) and | 


who are currently guiding the party's 
campaign for direct presidential elec- 
tions. 

However, Shultz breakfasted with a 
group of government and opposition 
political leaders — 
president Lee Min Woo, who later left 
for Washington on 12 May to convey his 


including NKDP | 





^ 
| 


party's concerns over US support for | 


Chun and growing anti-American feel- 
ing in the country. In addition, Assist- 
ant Secretary of State for East Asia and 





the Pacific Gaston Sigur was to have | 


met the two Kims. But the meeting fell 
through when the US Embassy tried to 
lump them together with two lesser 
known political figures. The arrange- 
ment was viewed by the Kims as a snub 
— one that ignored Kim Dae Jung win- 
ning 46% of the popular vote in the 1971 
election, the last direct election for pre- 
sident held in the country. The arrange- 
ment also ignored the role the two Kims 


play in the NKDP. 
Ris to the two Kims, Shultz 
said: “They attract a lot of attention 
but they are not the [official] leaders of 
the party." Commenting on the Shultz 
visit, Kim Young Sam said: “I’m afraid 
Shultz has the wrong impression of 
[South] Korea. His remarks have re- 
confirmed US support for a dictatorial 

















government. We're not asking him 
support us, only that the US refr 
from backing a dictatorship. I'm afr 
Shultz’ visit is going to worsen alre: 
bad anti-US sentiment here.” 

Shultz also condemned recent ai 
US violence in the port city of Inch: 
which had stemmed from allegations 
radical dissidents that US support 
the government was encouraging CI 
to withhold agreement on introduc 
sweeping democratic reforms befi 
the end of his term in February 1988 

While the US official urged “ar 
derly way of bringing about change, 
dicating that the Inchon violence | 
alarmed the US State Department, 
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refusal to meet either of the opp 
tion's Kims raised concern over whet 
the US was not helping to erode the 
position’s centrist and largely mode 
base in opposing such violence. On 
week before Shultz’ visit, the NK 
leaders had dissociated themselves fr 
radical students, who were calling 
the removal of US troops guarding 
demilitarised zone. 

As aresult of Shultz’ perceived sn 
the NKDP now finds itself sandwic 
between a tough government it wis 
to dislodge by peaceful means and m 
militant students and workers, who 
the NKDP's most vocal backers but \ 
criticise the party for what they vie 
its moderation and willingness to c 
promise on the question of const 
tional change. 

In a news conference, Shultz 
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nded Washington’s continued back- 
ig of Chun in the wake of its shift of 
m" from Marcos to Philippine Pre- 

ent Corazon Aquino by arguing that 
uth Korea was strikingly different 
om the Philippines. He asserted that 
hun had started a “process of motion 

government institutions" that the 
eagan administration thought was 
aighly desirable.” 

Shultz also noted Chun's repeated 
edges to step down from office in 1988 
+ pave the way for what would be the 
rst peaceful transfer of power in the 
puntry’s history. Other factors noted 
y Shultz in his defence of Reagan 
Iministration policy towards Chun 
cluded: the “breathtaking” pace of 
"'onomic development, which may 
thieve 8% growth this year; the “ex- 
inded shape" of the national assem- 
y, with an active and vocal opposition, 
ad the freedom to hold demonstrations 
ad to criticise the government. The US 


"rial also said that South Korea's 
—tary was first-class and was dealing 
iperbly with national security prob- 
ms. 








i owever, Shultz did not address such 
issues as the military establish- 
ent's increasing political role; the in- 
ctment of seven NKDP legislators for 
eir actions when trying to block 
aun’s Democratic Justice Party from 
lilaterally passing a budget bill; the 
tention of more than 1,000 students 
d others on political charges, and 
ugh constraints on press freedom. 
The policy outlined by Shultz indi- 
tes that Washington, in an effort to 
Ip ensure a smooth transfer of gov- 
ament at the end of Chun's remaining 
-month term of office, has set its high- 
t priority on the maintenance of sta- 
ity. It also appears that Washington is 
t prepared to do anything that could 
construed by the radical or moderate 
sition as an endorsement of the op- 
Kon demand for a direct presiden- 
| election. Nor will the Reagan ad- 
nistration risk triggering another 
litary coup by appearing ready to em- 
ace Kim Dae Jung or Kim Young 
m, who are anathema to the military 
t'ablishment. 
Testifying at hearings on South 
"ea conducted by the US House of 
'presentatives in April, Sigur outlined 
> Reagan administration's policy: “It 
important that our efforts be on be- 
lf of basic principles and practices 
her than support of particular indi- 
luals or specific partisan points of 
'w." In other words, though the US 
nds philosophically for democracy, 





w Chun handles the constitutional- | 


i'endment issue is his business. 


However, such a policy can be | 


ngerous. It puts the US firmly on the 
le of the military establishment, which 
ks popular legitimacy, and it strength- 
s the voice of the radicals, who view 
> US as opposing democracy. 0 
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Clearing the air 





Shultz gives full backing to Aquino and offers more aid 


By Guy Sacerdoti in Manila 


—— 26-hour visit to Manila on 
8-9 May succeeded in wiping away 
many of the “cobwebs of doubt” ex- 
pressed during the recent Bali meet- 
ing of Asean foreign ministers by 
Philippine Vice-President and 
Foreign Minister Salvador Laurel over 
the extent of US support for the new 
government of President Corazon 
Aquino. 

Shultz went out of his way to stress 
that US support for Manila, in terms of 
increased economic and military aid, 
would be sought from the US Con- 
gress, despite new budgetary restric- 
tions on such aid. He also tried to 
smooth ruffled feathers over his sug- 





| Aquino; Laurel: reassured. 


estion to Laurel in Bali that the 
quino government should issue de- 
posed president Ferdinand Marcos a 
rt so he could leave the US if a 


third country would accept him. 
SIMI herself had been miffed by 
President Reagan's announcement 


before his Asian foray that he would 
telephone Marcos during a stopover in 
Hawaii, where Marcos has been living 
since he was ousted in February. Close 
Aquino advisers say that during a hur- 
ried telephone call to Aquino prior to 
the start of Reagan's Asian trip, the 
US president in effect “asked permis- 
sion" to call the Marcoses. Aquino's 
attitude towards Reagan then, and his 
offers of increased assistance, was am- 


bivalent. She felt that since the US had ` 


supported Marcos for so long, it bore 





some responsibility for the economic 
and financial crisis still facing the 
o Siekis target succeeded in his ef 

ultz | is ef- 
fort to — T . Be- 
fore a 45-minute talk with A ,he 


had emphasised that the n 
would enco only "matters of 
uence" en the US and the 


conseq 
Philippines. The issue of Marcos' pass- 
port and the Reagan one call 
would not be discussed, Shultz had 
said, implying that these were not. 
bilateral issues of consequence. 

The talks centred on Reagan ad- 
ministration efforts to push increased 
aid through congress. The White 
House to request a 
US$100 million increase to 


by US$50 million military 
ES aid and to convert 

8$29 million in military 
sales credits into ts for 
the — Wes year to 
sup e tics, com- 
—— and tra r- 
tation requirements of the 
Armed Forces of the 
Philippines in its push for 
self-reform. The US is also 
—— disperse- 
ments of already-commit- 
ted funds so that a total of 
US$500 million could be- 
come available during the 
current year. 

Shultz also said dur- 
ing meetings with Defence 
Minister Juan Ponce 
Enrile and others that he was impress- 
ed by Aquino — that he found her a 
capable president and well-informed 
on issues. During most of the meet- 
ings, some of those participating said, 
Shultz did most of the listening. The 
exception was during a morning dis- 
cussion with seven leaders of Marcos’ 
Kilusang Bagong Lipunan party when, 
according to former Olongapo mayor 

ordon, he expli said the 
US hoped to see former ruling party 
members work as a “constru 

The statements were clearly de- 
signed to demonstrate official US sup- 
cise contin destabilisation efforts 
a Marcos loyalists (Revirw, 15 

ay). 


Richard 

ve op- 
position.” 
port for Aquino and to implicitly criti- 
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possibly major policy shift, China Air 


Lines EAL) abruptly gave in to Pe- 


king’s demands that it directly negotiate 
the return of its Boeing 747 cargo jet 


| and two members of its crew flown to 
Canton by their pilot on 3 May. After 


firmly rejecting such an idea, the airline 
unexpectedly announced on 13 May 


| that “out of humanitarian considera- 


. | Catha 
| Civil 


tions,” it was asking Hongkong's 

Pacific Airways to inform the 
viation Administration of China 
CAAC) of its willingness to meet in 
ongkong to discuss the problem. 


e change in position came just one 


| day after CAL had received a telegram 





from CAAC offering to meet "in an 


place of CAL's preference." This itself 


represented a compromise on Peking's 
part, for CAAC had demanded earlier 
that CAL send a representative to 
China. But in its first response, Larry 
Lin, CAL's spokesman, said that be- 
cause of government policy, the airline 
had to rely on third parties — either 
Cathay Pacific, the Red Cross, or 


THAILAND 


the go- 


ai Offer of direct talks on airliner reverses basic policy 
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| By Carl Goldstein in Taipei and David Bonavia in Hongkong 
r E a move that seemed to portend a 


Lloyd's of London, the insurer — to 
serve as its intermediaries. 

The aircraft's pilot, Wang Hsi- 
chueh, diverted the plane to Canton on 
3 May while on a scheduled Singapore- 
Bangkok-Hongkong run, making it 
Taipei's first defection involving a civi- 
lian airliner. Wang, 56, who is a native 
of Sichuan province, has since stated his 
desire to remain in China. Chinese offi- 
cials have acknowledged that the co- 
pilot and flight engineer wish to return 
to Taiwan, though they have been kept 
incommunicado — in effect, held hos- 
tage, in the Taiwanese view — since 
shortly after landing in Canton. 

The wording of the CAL statement 
appeared an attempt to narrow the pos- 
sible implications of the policy reversal 
by calling the matter of the plane and 
crew “purely a business-related matter 
between the two airlines.” Nonetheless, 
many observers were shocked by the 
turnabout, as it has long been an article 
of faith within the top echelons of the 
ruling Kuomintang (KMT) that no di- 
rect contacts or negotiations with the 
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Analysts thought a decision ot tf 


| magnitude had to have originated wi 


President Chiang Ching-kuo. Only | 
could have had the authority to chan; 
the so-called "Three No" policy — 1 
negotiations, no contacts, no cor 

romise — which has been repeatec 
invoked for years in face of conciliato 
initiatives from Peking. 

It was too early to say if the develo 
ment represented a — fundament 
change in policy for the KMT. "Att 
very least, this could well become a pr 
cedent for future negotiations on oth 
limited matters, especially if it wor 
out well this time," said a foreign poli 
cal analyst, who described himself 
"flabbergasted" by the news. 


P to CAL's announcement, or 
a few cracks had appeared in t 
facade of Taipei's adamant rejection 
any contacts with the people's republ 
In the national legislature, some oppo 
tion members were arguing that 
"reasons of humanity" Taiwan shor 
send representatives to China 
negotiate the return of co-pilot Tu 
Kuang-hsing and flight engineer CI 
Ming-chih. 

More tellingly, some middle-ranki 
officials were privately taking the sai 
line, saying that Taipei could sim] 
proclaim the case “an exception" to 
policy of no negotiations. They said tl 





To the aid of the party 


Politicians scramble for new allies before election 


By John McBeth in Bangkok 


any of Thailand's old-guard politi- 
cians have never been comfortable 
with the Political Parties Act, especially 
the provision which stipulates that any- 
one changing parties in between elec- 
tions will lose his parliamentary seat. 
The events of the past fortnight have not 
only underlined just how far this dis- 
comfort goes, but also the lack of matur- 
ity that still afflicts Thailand's political 
system as a whole. 

With nothing to lose in the lead-up to 
early elections on 27 July, dozens of 
MPs have shed their party affiliations in 
an unseemly and confusing scramble to 
form new alliances and marriages of 
convenience. This spectacle has proved 
distressing for those advocates of a 
stronger party structure and provided 
additional ammunition to the military 
establishment whose traditional distrust 
of politicians provides it with the self- 
justification to intervene in national 





cs. 
It will probably not be until early 


June or even later, when most of the 
parties begin campaigning in earnest, 
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(riangsak: looking for new partners. 








that the various alignments will become 
apparent, if not entirely clear. All told, 
it is likely to be a chaotic period with a 
lethora of various groupings and dif- 
icult times.ahead for candidates trying 
to attract voters in the middle of the 
monsoon season. And if anyone had 
forgotten just how difficult this could 





be, they were given a telling reminc 
on the night of 8-9 May when some 
the worst floods in years paralys 
Bangkok and surrounding areas. 

In addition to 33 Social Action Pa 
(SAP) MPs, who deserted the party f 
lowing their role in bringing down t 
Prem Tinsulanond coalition gove) 
ment (REVIEW, 15 May) 
host of other parliamen 
rians are either breaki 
ranks or advertising ui 
willingness to do so if 
right offer comes alor 
Uthai Pimchaichon, lea 
of the small Progress 
Party, has accused so! 
new, well-heeled groupii 
of putting up as much 
Baht 500,000 (US$19,000) 
lure well-known candida 
into their fold. The alle 
tion came as little surpri 
Even before the election 
called, the REVIEW learr 
of one prominent MP w 
offered himself to a ma 
party for Baht 2 million - 
proposal that was quickly turned do 

Of all the political parties, 
Democrats, led by Deputy Prime Mii 
ter Pichai Rattakul, seem to have s 
vived the government collapse in 
best shape to contest an election — e 
if ideals and organisation do often t; 
second place to money and influence 
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vith Peking by d ibi 
he sake of the two men. ` 

The policy reversal in Taipei could 
Xe a political coup for Chiang, who has 
» a number of occasions in the past 
lemonstrated an ability to make politi- 
‘ally popular compromises, even when 
t conflicted with positions he has con- 
istently espoused. 

The timing was especially intriguing, 
'oming as it did just days after the KMT 
tad made another surprising com- 
romise. On 10 May. in perhaps the first 
ormal meeting between KMT officials 
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Vang in Peking: precedent or exception? 


»untryside voting. The SAP is faced 
ith the task of finding about 40 new 
indidates for seats it won in the 1983 
ails, and the 93-seat opposition Chart 
hai party has problems in filling gaps 
ft by a still-undetermined number of 
‘calcitrant MPs who have decided the 
ass might be greener in other political 
istures, 


^A f the others, outgoing Communica- 
7 tions Minister Samak Sundaravej's 
oubled Prachakorn Thai party is being 
ven little chance of retaining more 
ian a fraction of its 33 seats, largely be- 
iuse of internal rifts and the strength of 
ie Democrats’ comeback in Bangkok. 

Former prime minister Kriangsak 
homanan is showing signs of looking 
ound for marriageable partners for his 
-seat National Democracy Party, 
hich withdrew from the government 
llowing Kriangsak's arrest for his al- 
ged involvement in last year's abortive 
»eptember coup — a factor which may 
gally prevent him from standing in his 
lopted northeastern province of Roi 


The leading plavers in much of the 
rse trading are all-too-familar figures 
i the Thai political stage. They include 
rmer SAP deputy leader Boontheng 
1ongsawasdi, whose dissident faction 
earheaded the anti-government re- 
lt; Siam Democracy Party leaders 
i01 Rerngprasertvit and Tavich Klin- 
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n leaders, the rulin 


formation of new political parties. 
It remained to be seen whether the 


prathum, the latter a former Chart Thai 
deputy leader and head of the now-de- 
funct Social Justice Party in the mid- 
1970s, and SAP founding member 
Boonchu Rojanasathien, the economic 
draughtsman in the early days of Prem's 
rule who dropped out of active politics 
in 1983 and has emerged in the past few 
weeks as chief of the newly formed 
Community Action Party. 

Also part of the equation are a small 
group of Chart Thai waverers led by 
Ayutthaya MP Narong Kittikachorn: 
Democrats deserter Chalerm Yoobam- 
rung's Mass party, and the Rassadorn, 
or Citizens party, which launched re- 
cently retired army generals Thienchai 
sirisamphan and Mana Rattanakoset 
into an election arena that is likely to in- 
clude an increased number of candi- 
dates who have decided to make the 
transition. from military to political 
careers. 

Thai newspapers have been full of 
reports detailing negotiations between 
the various splinter groups, most of 
which have connections that can be 
traced to powerful banking and busi- 
ness interests and disaffected factions 
within the military. The fact that indi- 
vidual parties must field candidates in 
at least half of the constituencies for 
an expanded 347-seat House of Repre- 
sentatives, makes mergers appear in- 
evitable. 

Indeed, one appeared to be shaping 


party | 
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KM i P ad launched an integ - led. stra- 
tegy to shatter stalemates at home and 


abroad. At any rate, CAL's offer to deal 
directly with CAAC appeared to have 


helped Taipei seize the initiative of - 


compromise and flexibility and partially 
blunted its embarrassment over the de- 
fection. Conversely, it was clear that Pe- 
king had won no friends in Taiwan by its 
blatant use of the two crewmen to press 
its reunification strategy. — | 

Peking has been almost falling over 
backwards in the past few years to per- 
suade Taiwan people that their best fu- 
ture is in a new political compact with 
the mainland. One of the main reasons 
for the Chinese acceptance of a seem- 
ingly generous settlement for Hong- 
kong, after it reverts to Chinese sover- 
eignty in 1997, is believed to be the poli- 
tical effect this may have in Taiwan, 
which has been offered a chance to keep 
its capitalist lifestyle and even its own 
armed forces. 

A minor complication for Peking in 
Its negotiating position on holding the 
CAL plane, incidentally, is a historical 
one. China itself has a longstanding 
claim to some civilian aircraft whose 
pilots took them to Taiwan at the time 


of the communist takeover in 1949. This _ 


is believed to be the reason why, for 
legal reasons, CA AC still calls its Hong- 
kong office the *China National Avia- 
tion Corporation" — its pre-revolution- 
ary name. o 


up, helped along by the intervention of 
a senior army general, between Boon- 
theng, Phol, Tavich, Narong and other 
breakaway elements. Known collec- 
tively as the United Democratic Party, 
its 100 or so MPs have one common 
goal: to prevent Prem returning as 
prime minister. 

It is a commentary on Thai politics 
that long before the election cam- 
paign starts, the preoccupation with 
finding a leader is a paramount consid- 
eration. Prem still has to be consider- 
ed a front-runner, with his army base 
largely intact and the Democrats as the 
party most likely to support him. Chart 
Thai leader Pramarn Adireksarn’s po- 
sition is somewhat ambiguous, but he 
has been insistent that the prime minis- 
ter stand for election rather than sim- 
ply present himself as a non-partisan 
alternative. 

The splinter groups, or at least a 
good proportion of them, have made no 
secret of their support for supreme com- 
mander Gen. Arthit Kamlang-ek, who 
some analysts feel could play a pivotal 
power-broking role in the month be- 
tween election day and his retirement 
on 31 August. Despite widespread re- 
servations over the questionable stance 
he has taken on a variety of political and 
economic issues, Arthit could very well 
emerge as a serious challenger if public 
sentiment against Prem is as strong as is 
generally portrayed. 
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| Double-election trouble 


Nakasone's continued rule is in doubt after a poll plan fails 


By Charles Smith in Tokyo 


Ji anese Prime Minister Yasuhiro 
| akasone's chances of serving a 
third term as leader of Japan's ruling 
Liberal Democratic Party (LDP) ap- 
peared to have faded abruptly with the 
collapse of his plan to hold a “double 
election" this summer to the upper and 
lower houses of parliament. By the 
same token the leadership ambitions of 
Kiichi Mivazawa, the economic special- 
ist and senior LDP official who has been 
criticising Nakasone's allegedly inept 
management of the economy, may have 
been significantly advanced. 

Although Nakasone never explicitly 
confirmed that he planned to dissolve 
parliament this summer in order to hold 
an election to the lower house on the 
same day as the constitutionally pre-de- 
termined poll for half the seats in the 
upper house, a series of hints dropped 
over the past few months by Nakasone 
aides made it virtually certain that he in- 
tended to do so. 

A simultaneous election to both 
houses would have produced a higher 
than normal voter turnout — something 
which tends to boost support for the 
LDP, given the ruling party's relatively 
poor capacity for getting its supporters 
to the polls. This in turn could have 
been made to appear a personal 
triumph for the prime minister, perhaps 
opening the way for the LDP to waive 
for his benefit a party rule that restricts 
its leaders to a maximum of two con- 
secutive two-year terms of office. 

However, hopes that Nakasone 
could ride the wave of electoral victory 
to secure a third two-year term as party 
leader, following the expiry of his cur- 
rent term in late October, have been 
dashed by a factor which, on the face of 
it, has little to do with the LDP leader- 
ship struggle as such. On Thursday, 8 
May, two days after Nakasone had 
finished playing host to world leaders at 
the Tokyo summit, LDP secretary-gen- 
eral Shin Kanemaru gave the nod to a 
plan to tackle the vexed problem of 
reapportioning seats in the lower house 
when he encouraged the speaker of the 
house, Michita Sakata, to announce the 
results of a long-pending plan to settle 
the issue by arbitration. 

The problems of over-representa- 
tion of Japan's rural voters in parlia- 
ment and drastic under-representation 
of voters in urban areas — where it 
takes roughly five times as many votes 
to elect a member of parliament as in 
some country districts — dates back at 
least a decade. 

But the issue became urgent only in 
the latter half of last vear when a ruling 
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by Japan's Supreme Court declared that 
the results of the last general election, 
held in December 1983, violated a con- 
stitutional requirement for equal rep- 
resentation. In light of the ruling, the 
LDP attempted to work out a scheme 
for reducing disparities by abolishing six 
seats in under-populated rural con- 
stituencies and creating the same 
number of new seats in urban areas. 

A long wrangle between the govern- 
ment and the opposition — as well as 
within the LDP itself — followed the an- 
nouncement of this plan in November 


1985. But a modified version of it, pro- 
viding for the elimination of seven rural 
seats and the creation of eight seats in 
urban areas now seems to have been ac- 
cepted by both the government and the 
opposition as the basis for reapportion- 





Nakasone: hopes of a third term fade. 


ment legislation, which is to be pre- 
sented — and almost certainly passed — 
before the end of parliament's term. 


je problem, from the viewpoint of 
Nakasone and his supporters, is that 
the 30-day "notification period" that 
must elapse after the law is passed would 
make it impossible for the government 
to call a lower-house election on 22 
June, the ay elections are due for half 
the seats in the upper house. 

By conceding, as he did over the 
weekend of 10 May, that any notion of 
holding a “double election” had become 
impossible in view of the precedence 
given to the lower-house seat reappor- 
tionment programme, Nakasone ap- 
peared to make a simple statement of 
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act. However. c prime minister 
supporters within the LDP clearly be 
lieve that political as well as technic: 
factors have served to derail Nakasone 
election plans. 

Before the LDP secretary-generi 
announced the decision to give to 
priority to electoral reapportionment, 
had by no means been certain that th 
government might not attempt to call 
new election under the old constitt 
ency pattern on the grounds that oppx 
sition “obstruction” had forced th 
party to submit the issue to the voters. 

The imposition of the “statutory” 3 
day notice period before elections ca 
be held under the new system also lool 
like a politically loaded measure. Med 
comment during the days immediate 
following the announcement of tl 
Sakata arbitration proposals suggeste 
that a waiting period was required t 
Japan's existing electoral laws. Yet du 
ing initial negotiations on the reappo 
tionment issues, opposition parties - 
gued for a six-month notice peric 
while members of the prime minister 
own LDP faction believe the new la 
could go into effect straight away. 

The fact that senior party officia 
decided in the end not to take the ea: 
way out of the seat reapportionment d 
lemma, by holding an election first ar 
passing the necessary reform legislatic 
afterwards, almost certainly reflec 
growing doubts about how the par 
would have performed in an electi 
following the “unsuccessful” outcon 
of the Tokyo summit where Nakasor 
failed — despite highly publicised e 

ectations — to extract any concessio 
rom President Reagan on the poli 
cally sensitive exchange-rate issue. 

But the party's handling of the app 
rently technical reapportionment iss 
does not only mean that Nakasone 

remiership may be drawing to a clos 
ore significantly, the move can | 
seen as a victory for Miyazawa, the or 
one of the three LDP aspirants 
leadership in the post-Nakasone peri 
who had consistently opposed the n 
tion of holding a double election. 

Miyazawa's position looks all tl 
stronger in that he has proposed a cle: 
cut set of economic policies to deal wi 
precisely the problems that seem to | 
defeating Nakasone — among them t 
refusal of the economy to respond 
conventional macro-economic stimul 
and the destructive effects on indust 
of the high value of the yen. 

To say that Miyazawa is home a) 
dry in his campaign for the leaders 
may still be premature in view of the v 
stinted support the business world h 

iven to Nakasone during three anc 

alf years in office, and giv 
Miyazawa's own reputation in some c 
cles as an intellectual devoid of politic 
instincts. But, at the very least, these i 
cent events have opened the possibil 
that Japan may be on the verge ol 
genuine change of political direction. 
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About investments and other things. 





When you need advice on When you need top profes- 
remarkable wines, one of the sional advice on investments, 


best sources of information is talk to us. 
Michael Broadbent, Christie's 
renowned wine specialist. 
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Brown Boveri 
in their prime contractor role 
smoothed the way for 
power from Canada to New York 
with the Châteauguay 
1000 000 kW HVDC 
back-to-back tie. 


Across frontiers 


Quebec in Canada has large 
reserves of hydroelectric 
power, while New York State 
has a high energy demand. 
But the two electricity net- 
works concerned are not 
synchronized, so the bulk 
transfer of energy was 
baulked. Until recently. 
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Water-cooled quadruple thyristor valves 


The Cháteauguay high-volt- 


age direct-current tie has a 
capacity of 1000 MW, and 
began commercial opera- 
tion in 1984. Linking Hydro 
Quebec's 315 kV system 
with New York Sel LCS 

120/ 765 kV network, it 
embodies the latest Brown 
Boveri technology in power 
electronics and high-power 
converters. 


Chateauguay back-to-back tie 


Brown Boveri Canada acted 
as prime contractor for the 
turnkey project, responsible 
not only for the engineering 
and project management, 
but also supplying the thy- 
ristors and other essential 
components. Among them 
the converter transformers, 
the complete static com- 
pensators and all the 

a.c. switchgear. 


Wherever in the world pro- 
jects for generating, distri- 
buting and utilizing electricity 
call for wide resources com- 
mitted to the attainment of 
technical excellence, Brown 
Boveri are in their prime. 





BROWN BOVERI 


BBC Brown Boveri in South-East Asia, Australia and New Zealand 


Australia: Brown Boveri (Australia) Pty. Limited, P O. Box 747, Marayong, N.S.W. 2148, Australia. Hong Kong: BBC Brown Boveri Ltd., 
G.PO. Box 448, Hong Kong. Indonesia: P T. Mega Eltra, Postbag 109, Jakarta, Indonesia. Malaysia: Brown Boveri (M) Sdn. Bhd., P O. Box 
404, Jalan Sultan, Petaling Jaya, West Malaysia. New Zealand: Brown Boveri (New Zealand) Ltd., P O. Box 12248, Wellington North, 
New Zealand. Philippines: BBC Brown Boveri (Fil) Corp., MCC P O. Box 1732, Makati, Commercial Center, Philippines. Republic of 
Singapore: BBC Brown Boveri (S.E.A.) Pte. Ltd., P O. Box 95, Pasir Panjang, Singapore 9111. Thailand: BBC Brown Boveri (Thailand) Ltd 
P O. Box 2087, Bangkok, Thailand. Other countries: BBC Brown, Boveri & Company, Ltd., Brown Boveri International Group, P O. Box 58, 
CH-5401 Baden, Switzerland 














The Mandarin, Hong Kong. 
We have it on good 
authority that we're one of the 
worlds finest hotels. 










The Financial Times 
of London is amongst the 
most revered business papers in 
the world. And according to its pages, 
The Mandarin, Hong Kong is amongst 
the finest hotels in the world. 

This accolade came on top of both 
the respected ‘Executive Travel’ and the 
forthright “Business Traveller’ magazines 
who independently arrived at the conclusion 
that The Mandarin is the best hotel in the world. 

Rest assured though that all this flattery won’t go 
to our head. Indeed, if anything, we're inspired to strive 
even harder. In order to live up our future reviews. 


A member of Mandarin Oriental Hotel Group 


Hong Kong: The Mandarin. Manila: The Mandarin. Jakarta: The Mandarin 
Vancouver: The Mandarin. San Francisco: The Mandarin (1987) 

Bangkok: The Oriental. Macau: The Oriental. 

— Singapore: The Oriental (1986). Kuala Lumpur: The Oriental (1986). 

THE MANDARIN Hong Kong: The Excelsior, an associate of Mandarin Oriental 





HONG KONG For reservations, call The“Jeading*Hotels of th®Word or your travel agent. 
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Giant Panda 


needs your help 
tO survive 


C= every eighty to a hundred years the 
bamboo forests in China’s Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that’s just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites—all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People’s Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 


The Giant Panda is an endangered animal. 


| It is also the symbol of WWF’s worldwide 


conservation efforts to save life on earth. 
But WWF needs money - your money. 
Please send contributions to the WW'F 
National Organisation in your country or direct to: 


WWF International, 1196 Gland, 
Switzerland. 
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WWF WORLD WILDLIFE FUND 
WWF acknowledges the donation of this space by 
Far Eastern Economic Review 
Advertisement prepared as a public service by Ogilvy & Mather 


“Lalways wondered 


why KLM planes are the 
colour of the sky" 


“Being the worlds 


first airline, they had the 
first choice: 


Founded October 7th, 1919 KLM has been in the air longer than any other airline. 
Setting the standard for careful, friendly, reliable, and punctual service. "TT 
CUTS 


Test us, try us, fly us. i m dd 
The Reliable Airline KLIMI 


Royal Dutch Airlines 





THE FINEST SILK. FINISHED BY HAND 
DUNHILL TIE BY TRADITION. 
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At Dunhill the studied art of the craftsman has always been seen as an essential of good 
design; whether the material worked is of finest silk, a precious metal or subtle spices. Dunhill has become 
a hallmark not just of inherent British values but of quality the world over. 





| he Dunhill lie. In both cut ind design it is a true celebration of the tie maker's art. All the ties in the 
range are made in Italy from 100% silk and are hand-stitched. This means that they hang better and always regain their 
excellent shape after being untied. And all show the Dunhill symbol as a discreet reminder of their pedigree 
ALFRED DUNHILL’S PHILOSOPHY " 


IT MUST BEUSEFUL.II MUST WORK DEPENDABLY.IT MUST BE BEAUTIFUI 
IT MUST LAST.II MUST BE THE BEST OF ITS KIND 
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MALAYSIA 


Caretaker, peacemaker 





Ghafar becomes deputy PM and Anwar elevated 


By Nick Seaward in Kuala Lumpur 


T eyo of veteran politician 
Abdul Ghafar Baba to the vacant 
»osition of Malaysia's deputy prime 
minister on 10 May brings to a close the 
irst pec of the bid by the previous in- 
*umbent, Datuk Musa Hitam, for a sep- 
arate political identity. But the choice 
»y Prime Minister Datuk Seri Mahathir 
Mohamad of such an obvious com- 
»romise candidate for the job — and 
J3hafar's allocation of the relatively 
iw w-ranking National and Rural Deve- 
opment portfolio — means that a new 
neir-apparent has yet to be designated, 
But the situation may not remain So 
very much longer, however. In the 
minor cabinet reshuffle that accom- 
wanied Ghafar’s appointment, the 
iormer agriculture minister, Anwar Ib- 
lahim, was given the pivotal job of edu- 
ation minister. Three of Malaysia's 
bur prime ministers held the politically 
ensitive education portfolio before 
Yoving on to higher things, and most 
commentators agree that Anwar's 
«xomotion has left the increasingly in- 
'uential Umno Youth leader poised to 
Il the vacuum left by the resignation of 
“usa. Umno, United Malays National 
Organisation, is the biggest party in the 
uling National Front coalition. 

But if the elevation of Anwar is to be 
aterpreted as having lessened Musa's 
nhances of making a successful bid for 

e leadership — something Musa has 
ways denied as being his aim — what is 
» be made of Mahathir’s failure to re- 
ove Musa's supporters from the 
inet? Of the four changes in the re- 
Bin only one — that of Education 
inister Datuk Abdullah Ahmad 
'adawi to Mahathir’s former job at the 
efence ministry — is thought to have 
»wered the strength of the Musa fac- 
on in the cabinet, and Badawi's cre- 
entials as a diehard Musa supporter 
ad in any case been subject to some 
)ubt. 

Mahathir has decided to leave 
fusa’s two most visible supporters 
thin the cabinet still at their posts. 
he survival of these two — Federal 
erritory Minister Datuk  Shahrir 
bdul Samad, and Land and Regional 
evelopment Minister Datuk Seri Adib 
xam — has been taken as a sign of the 
ime minister's reluctance to move 
»enly against his former deputy and 
ereby risk alienating Musa's power- 
‘se within Johor's Umno division. 

However much that may be true, it is 
so clear that the power structure has 
en changed significantly in 
ahathir's favour by his decision to give 
s former job at defence to Badawi, in 
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order to take over Musa's former job as 
home affairs minister. His elevation of 
former minister of national and rural 
development Datuk Seri Sanusi Junid 


| 
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to the agriculture portfolio is also inter- | 


preted as a consolidation of Mahathir's 
position within the cabinet. 

With domestic political and social 
turmoil clearly demonstrated over the 
past year to have been the greatest test 
of the government's credibility, 
Mahathir's decision to take on the home 
affairs job permanently (since Musa's 
resignation became effective on 16 
March, the prime minister has been act- 


ing minister), is seen as a recognition of 
the job's increased importance and 
Mahathir’s strong instincts to stay firmly 


in the driving seat. Similarly, by elevat- 
ing Sanusi to the agriculture portfolio, 
Mahathir has cocked a snook at Musa, 
one of whose complaints in his 26 Feb- 
ruary letter of resignation was Sanusi 
standing between himself and the prime 
minister. 


hile Mahathir's motives in choos- 

ing Ghafar and elevating Anwar 
are obvious, the timing of the reshuffle 
is puzzling. The announcement of the 
changes was made on 7 May, one day 
after the Sabah state elections 
(REVIEW, 15 May) and only a couple of 
months before the federal elections are 
popularly expected to take place. 

The coincidence with Sabah could 
have been a simple and successful ploy 
to steal the headlines from that state’s 
newly re-elected chief minister Datuk 
Joseph Pairin Kitingan. But the deci- 
sion to reshuffle now — instead of wait- 








ing a few more months until after the 
presumed-to-be impending parliamen- 
tary election — has left Malaysia's Is- 
tana-watchers wondering whether or 
not Mahathir has decided to wait out his 
full term until April next year. 

Any further promotion for Anwar at 
some date after the election would in all 
likelihood mean a swift departure for 
Ghafar — but as Ghafar is believed to 
have needed considerable persuading to 
take on the post of deputy premier any- 
way, he probably would not mind too 
much returning to his former jobs as 
secretary-general of the National Front, 
vice-president of Umno and general 
troubleshooter, once Mahathir's im- 
mediate problems were over. 

Certainly at this stage, the 61-year- 
old former school teacher seems to have 
little urge to use his new job to build up 
an independent power base. When 
asked what his priorities would be as 
deputy prime minister, Ghafar was re- 
ported in local press as saying that it was 
still too early for him to identify them as 
he was "awaiting instructions from the 
prime minister." 

Ghafar's new role in government is 
expected to be that of peacemaker 
within Umno — a role which should not 
be too unfamiliar as it was he who was 
sent by Mahathir to mediate between 
the two opposing factions within the Na- 
tional Front's second-largest compo- 
nent party, the Malaysian Chinese As- 
sociation, last year. "He can hold 
everyone in Umno together," Ghafar's 
1976 rival for the deputy premiership, 
Tunku Razaleigh Hamzah, said the day 
before the appointment was made pub- 
lic. “If the post goes to anybody else, I 
think there will be a split. If there is a 
split, Umno cannot face the general 
election,” Razaleigh added. 

For Ghafar, his acceptance of the 
post from Mahathir represents a sup- 
reme irony, as it was Mahathir who 
baulked him of the same promotion 
during former prime minister Datuk 
Hussein Onn's cabinet reshuffle in 
March 1976. It is still not clear whether 
Ghafar at that time left the cabinet in a 
fit of pique at being passed over or whe- 
ther Hussein asked for his resignation, 
but local newspapers now refer to that 
episode as a "retirement," stating that 

hafar left voluntarily to concentrate 
on business, while retaining his twin 
posts of senior Umno vice-president 
and National Front secretary-general. 

Ghafar has proved a success in busi- 
ness, Through a majority stake in a 
bumiputra (indigenous Malaysian, 
mainly Malay) company, he controls 
publicly listed Pegi Malaysia, of which 
he is chairman. He is also group execu- 
tive chairman of a statutory body called 
Kompleks Kewangan, which aims to 
improve the economic lot of bumiput- 
ras. Ghafar has already stated that he 
will resign his company directorships 
but he may be able to retain his position 
at Kompleks. 
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Pa-O National Army: under the umbrella. 





BURMA 


BERTIL LINTNER 





A gathering of rebels 


The country’s disparate independence groups forge closer ties 


By Bertil Lintner in Pa Jau 


nity among Burma’s numerous re- 

bel armies, for years divided along 
ethnic as well as political lines, has been 
elusive in the country’s turbulent his- 
tory since independence from Britain in 
1948. This fragmentation is probably 
the main reason why Rangoon has man- 
aged to stand up to the challenges posed 
by both the Left and Right, and by the 
various Insurgencies among the coun- 
try's national minorities. 

But recent developments in Burma 
could possibly lead to a break in the de- 
cades-long stalemate in the war be- 
tween government forces and the rebel 
groups. An agreement has been forged 
to form a united front against Rangoon 
between the Burma Communist Party 
(BCP) and the non-communist National 
Democratic Front (NDF), an umbrella 
organisation comprising nine different 
rebel armies from Burma’s Kachin, 
Shan, Karen, Karenni, Wa, Pa-O, 
Palaung, Mon and Arakanese minori- 
ties. 

The formation of a Cambodian- 
style, anti-government coalition in 
Burma has been in the wind for quite 
some time (REVIEW, 13 Dec. '84), but 
the plan was expected to meet with stiff 
resistance from some NDF members 
who feared they would be dominated by 
the BCP if a broader front was set up. 
Now both sides seem to have made con- 
siderable concessions in order to make 
the front possible. The minority groups 
have in principle agreed to give up their 
previous separatist demands in favour 
of some kind of union, or federal struc- 
ture of goverment in Burma. 

For its part, the BCP said in a state- 
ment issued by its central committee on 
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25 October 1985 that it has renounced 
the idea of a one-party system of gov- 
ernment and that it now is willing to ac- 
cept what it calls “freedom and demo- 
cracy.” “A one-party system,” the state- 
ment added, “is the policy of [the ruling] 
Burma Socialist Programme Party.” 

In April last year an NDF delegation 
— led by Soe Aung, from the embattled 
Karen National Union, and including 
representatives from all the other 
minority groups — left the Thai border 
for Pa Jau. The delegation reached Pa 
Jau, headquarters of the Kachin Inde- 
pendence Orpadisation (KIO), close to 
the Burma-China border, on 16 
November 1985 after an arduous seven- 
month journey. 

An armed escort for the group was 
provided by two other NDF members, 
the Shan State Army of the Shan State 
Progress Party and the Palaung State 
Liberation Army. The delegates say 
that the seeds of unity already were 
sown during the long treck north, when 
all the NDF members — for the first 
time in the front’s 10-year history — 
faced the same hardships together. 


conference was held at Pa Jau from 

l6 December to 20 January, and 
many NDF delegates then admitted that 
their organisation had been a front in 
name only, with little or no coordina- 
tion in the activities of its various mem- 
bers. As a first step towards closer mili- 
tary cooperation, it was decided to di- 
vide the NDF into three regional com- 
mand areas. The northern command in- 
cludes the Kachin, Shan and Palaung ar- 
mies; the central command, the Pa-O, 
Wa and Karenni armies and, in the 
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south, the Karens, the Mons and the 
Arakanese. 

The meeting also agreed to open a 
dialogue with the BCP and, at the same 
time, keep the door open to other oppo- 
sition groups among the country’s 
majority Burman» population should 
any such groups emerge in future. 

From Pa Jau, the NDF delegation, 
now headed by KIO chairman Brang 
Seng, proceeded to the BCP's Pang- 
hsang headquarters, where a second 
meeting was held between 17 and 24 
March. It was presided over by aging 
BCP chairman Thàkin Ba Thein Tin. 
Even at 73 and in failing health, the old 
communist leader was reported to be 
enthusiastic over the meeting and its 
outcome: a decision to coordinate mili- 
tary operations against the. Rangoon 
government. The Panghsang meeting 
also agreed that the NDF and the BCP 
should work together politically but not 
interfere in back other's affairs. 

The BCP had held its third congre 
in September-October 1985, when it 
adopted a policy which NDF spokes- 
men have described as more flexible 
than before. The BCP, they said, has 
now given up its old policy of demand- 
ing sole leadership over fronts with 
other insurgent groups and now stresses, 
equality and close cooperation between 
itself and its allies. 

The Rangoon government's re- 
sponse to these rather unexpected deve- 
lopments came swiftly. It renewed at- 
tacks against Karen. bases along thc 
Thai border and launched a major of- 
fensive against the Kachins on the west: 
ern fringes of the Hukawng Valley 
Fourteen battalions of Burmese troops 
are currently engaged in assaults or 
Kachin camps near Ledo Road, whick 
goes through the Hukawng Valley, anc 
early this month six battalions launchec 
a concerted strike on the headquarter: 
of the 2nd Brigade of the Kachin Inde 
pendence Army, the armed wing of th” 
KIO. Troop movements have also beem 
reported near Panghsang, but it is stil 
uncertain whether an operation will be 
mounted there as well. 

While the past few months have seem 
a clear polarisation of the forces it 
Burma, observers agree that man— 
problems still remain. The NDF del 
egates at Pa Jau conceded that they stif 
may have different opinions as to wha 
kind of unified structure Burma shoul 
have in the future. But as Brang Seng 
told the REVIEW in an interview at Ps 
Jau: "The main thing is that we have ag 
reed to stress the points on which we are 
united — and to minimise our remain 
ing differences — through discussions.” 

Exactly how the cooperation be 
tween the NDF's different member 
and, more importantly between the 
NDF and the BCP, will work in the fiele 
also remains to be seen. The NDF is ex 
pected to discuss these questions at it 
coming congress, which is scheduled te 
be held later this vear. L 
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“100% foreign ownership. 
Unlimited transfer of profit and capital. 
No corporate taxes 
for a minimum of 15 years. i 
No personal income taxes. “Where on earth is this place?” 
No import/export taxes. | 
No sponsorship restrictions. 
Its just the base were looking for 
fo set up our new business!" > 


YOUR NEW BASE FOR MIDDLE EAST MARKETS 


Is a trading/industrial base with direct access to of benefits including new trading freedoms, cheap 
Middle East markets a futuristic dream? energy sources, international telecommunications 
Not any more. systems, a modern infrastructure and the largest man- 
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Temple-raid rift 


Akali Dal rebellion undermines Punjab government 


By Salamat Ali in New Delhi 


gd raid by Indian security forces on 
the Golden Temple at Amritsar on 
30 April to dislodge Sikh militants de- 
manding an independent state has 
created a major rift within the ranks of 
Punjab's ruling Akali Dal party. In pro- 
test against the raid, ordered by Punjab 
Chief Minister Surjeet Singh Barnala, 
27 Akali Dal members of the state legis- 
lature broke away to form their own 
party on 8 May. The new group was 
promptly recognised by the speaker of 
the legislature. This left Barnala's gov- 
ernment with a minority of 46 in the 
116-member legislature and at the 
mercy of Congress party support to stay 
afloat. 

Barnala resorted to desperate mea- 
sures to defend his government. First. 
he sent about 40 of his remainin sup- 
porters in the legislature to a holiday re- 
sort in the neighbouring state of Hima- 
chal Pradesh so that they could not be in- 
fluenced by the rebels. He then ex- 
panded his cabinet in an unprecedented 
manner, creating 21 new ministers and 
making most of the other Akali Dal 
legislators either parliamentary sec- 
retaries or chairmen of government- 
owned corporations. This left only five 
of his 46 supporters unrewarded, but he 
hinted at a further cabinet expansion. 


AUSTRALIA 








The position of the dissidents was 
made clear by their spokesman, former 
Punjab chief minister Parkash Singh 
Badal. He said that Barnala and his as- 
sociates were directly responsible for 
the raid on the Golden Temple “and 
have committed a grave sin." He de- 
manded that they apologise to the Sikh 





——— — 





"4 


6n 
— 








Murphy’s law controversy 


High court judge to face impeachment probe 


By Hamish McDonald in Sydney 


TA ruling Australian Labor Party 
(ALP) is faced with growing dilem- 
mas over how to deal with the con- 
troversy surrounding High Court judge 
and former ALP politician Lionel Mur- 
phy, with some of its leaders damaging 
their own public standing by their ef- 
forts to protect him. 

Murphy, 66, had scarcely two days to 
enjoy his acquittal by a New South 
Wales Supreme Court jury on 29 April 
of a charge of attempting to pervert the 
course of justice, before being en- 
veloped by fresh allegations that cut 
short his plans to resume his place in the 
High Court. 

A royal commission report was pub- 
lished authenticating transcripts of tele- 
phone taps mounted illegally by New 
South Wales state police over several 
years. Calls between Murphy and his 
friend, Sydney lawyer Morgan Ryan, 


were included. At the same time, a 
former assistant commissioner of fed- 
eral police, Donald Thomas, alleged 
that Murphy had asked him to channel 
information about prosecution moves in 
a case being defended by Ryan, with 
Murphy indicating he could influence 
promotion prospects for Thomas. 

The new allegations again raised the 
prospect of an impeachment move in 
parliament, the only way a High Court 
judge can be removed under the Aus- 
tralian Constitution and then on the un- 
tested grounds of “proved mis- 
behaviour or incapacity,” Otherwise 
Murphy is on the bench for life, having 
been appointed before a 1977 amend- 
ment setting the retirement age at 70. 

Since the police transcripts surfaced 
late in 1983, Murphy's conduct has been 
the subject of two senate committee in- 
quiries, a New South Wales Supreme 
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Damage done by militant Sikhs to the Golden Temple. ~ 


community and warned that “even if 
they are pardoned they cannot continue 
to occupy high offices in the govern- 
ment and party.” 

Barnala has refused to resign either 
as chief minister or from the presidency 
of Akali Dal. But in an effort to bring 
the rebels back into the fold, he has of- 
fered to appear before the high priests 
of the Golden Temple to seek their 
views and, if necessary, do whatever 
penance is demanded by Sikh tradi- 
tions. In return, he is requesting that he 
should be given clear directions on how 
to deal with militant Sikhs demanding 
their own independent state of Khalis- 
tan and with any new occupation of the 
Golden Temple. 

While the dissidents are pre- 
paring to take the issue directly to 
the people through visits to all 
Sikh temples in Punjab, Barnala 
is seeking to strengthen his posi- 
tion through votes of confidence - 
from the working committee ol 
Akali Dal as well as the statu- 
tory Sikh Temples' Management 
Committee. He has also sum- 
moned the legislature to meet on 
2 June to elect a deputy speaker 
and possibly replace the speaker, 
whom he accuses of abetting the 
split in Akali Dal. 

Barnala appears likely to sur- 
vive the immediate challenge to 
his rule by the rebels. Punjab 
Governor S. S. Ray, has already 
requested all opposition mem- 
bers of the législature to support 
Barnala's cabinet. However, 
Barnala has asked the Congress 
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Court trial in which he was found gui ty 
and sentenced to 18 months in jail, the 
overturning of that trial on appeal, and 
a new trial — the one in which he was ac- 
quitted. 

The telephone taps have also create 
problems for the ALP. They suggest 
sleazy influence-peddling in New th 
Wales, Murphy’s home state and the 
power base of the rightwing party 
machine which supports Prime Minister 
Bob Hawke, Treasurer Paul Keating 
and other key ALP figures. New South 
Wales — Neville Wran, is also 
suffering for his defence of Murphy: He 
has been charged with contempt of 
court for one remark, and his criticism 
of a magistrate who testified against 
Murphy brought a rebuke from his 
state's most senior judges. 


S trong support for Murphy within the 
ALP prevented Hawke from cutting 
him adrift. Within the Irish-Australian 
milieu of the ALP, Murphy is seen as a 
tragic figure who is being victimised by 
the cold-hearted application of rules for 
doing what others get away with 
through their own old-boy networks. 

In the event, Hawke's hand has been 
forced by Murphy's six brother judges 
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- and other opposition parties to stay out | m Ex 
-of Akali Dal factional politics. As long Em 
| às the 31 members of the Congress an — ; 

12 other opposition members in the T | TT 













legislature remain neutral, he will be 
able to defeat any move made by the re- 
bels on à straight vote. 

The central leadership of the Con- 
gress in New Delhi has still to decide 
whether the party in Punjab should de- 
clare support for Barnala, but it is un- 
likely that this will be withheld. The alter- 
natives would be either a coalition with 
the Akali Dal dissidents, which is un- 
thinkable because of their militancy, or 
suspension of the legislature and the im- 
position of direct rule from New Delhi, 
which would almost certainly increase 
rather than decrease unrest. 

So far, the storming of the Golden 
Temple has not resulted in a decline in 
the level of violence. Sikh terrorists con- 
tinue to murder and rob members of the 
minority Hindu community, but have 
still to succeed in their primary objec- 
oye of bringing about a mass exodus of 

indus from Punjab. 

Meanwhile, the president of the Sikh 
Temples’ Management Committee, 
Kabul Singh, has urged the state gov- 
ernment to withdraw security forces 
from the Golden Temple whose high 
priests have denied reports that they 
supported the raid, If the security forces 
are not withdrawn, some Sikh militants 
are threatening to lay siege to Amritsar 
to deny it all supplies. The government 
fears, however, that if the security 
forces are withdrawn it will be faced yet 
again with militant Sikhs occupying the 

olden Temple, 





on the High Court. Up to four judges 
passed the word that they would refuse 
to sit on the bench with him — a judicial 
“strike” threat no Labor man could fail 
to understand. A round of meetings 

_took place over the weekend of 3-4 May 
involving Hawke, Attorney-General 
Lionel Bowen, Murphy, High Court 
Chief Justice Sir Harry Gibbs and Gov- 
ernor-General Sir Ninian Stephen (him- 
self a former High Court judge). 

On 5 May, Bowen announced Mur- 
phy would step aside until he explained 

is side of alleged events to the other six 
judges. This led to a rash of newspaper 
articles that said Murphy would be 
"tried by his peers." Gibbs "e 
sued a statement saying the High 
Court's function was **not to conduct 
private inquiries." 

Hawke and Bowen returned to the 
cabinet in some embarrassment, an- 
nouncing next day the creation of a par- 
liamentary commission composed of | J 


three judges to study whether Murphy's om 


the constitution. A meeting of Labor 
MPs later set conditions that have been 
widely criticised as constrictive: one 
provides for hearings to be held for the 
most part in camera. — o 
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An historic change for 
accommodation 


he government of Philippines Presi- 

dent Corazon Aquino has been in 
power for almost three months, and it 
appears that it is bent on erasing many 
of the traces of the hated era of ousted 
president Ferdinand Marcos. Aquino 
has vigorously embarked on a cleansing 

rocess affecting all government 

ureaucracies and the military, it 
seems, is not to be exempted. Indeed, 
being mainly responsible for executing 
the crimes of Marcos, it must not be un- 
touched by the sweep. 

The president has emptied the coun- 
try's jails of. most pou prisoners, in- 
cluding some of the most controversial 
ones. She vowed that never again will 
Filipinos experience such à massive 
abuse of human rights as committed by 
Marcos through institutionalised terror 
and murder over the past 20 years. 

Although Aquino presides over a 
collection of differing political. forces 


and her economic policy is far from | 


clear, it appears that she is proving her 
critics wrong. Instead of showing inex- 
perience in affairs of state, she is de- 
veloping her own stamp of authority 
and asserting the power of the presi- 
dency. 

Aquino promulgated an interim 
Freedom Constitution. She abolished 
the parliament, which was dominated 


by Marcos supporters, and the office of 


prime minister and, we are told, she or- 
dered a new constitution to be written 
by a Constitutional Commission, whose 
30 or so members she would appoint 
over the next two months. 

The commission is charged with writ- 
ing the fundamental law within 90 days 
of its formation, after which it will be 
submitted to the Filipino people in a na- 
tional referendum for ratification. This 
done, the Philippines, the president 
seems to hope, will be off to a historic 
beginning. Well and good. 

But the real test of the Aquino presi- 
dency will be in how she approaches a 
solution to the Bangsamoro (Muslim) 

roblem in the southern Philippines. 
‘or, whereas most of the country’s 
problems which have accumulated over 
the past two decades can be blamed on 
the whims and caprices of the Marcoses, 
the problem between the Philippines 
and the Bangsamoro people is rooted in 
history. Aquino would have to retrace a 
few steps back into our past as a people 
to gain a clearer insight as to what 
brought about the problem before she 
hammers the final nail into whatever 
solution she intends to pursue, 

With this in view, I would like to dis- 
cuss the demands of the Bangsamoro 
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people as espoused by the Moro Na- 
tional Liberation Front (MNLF) and 
consider them as extremes — maximum 
and minimum. Without providing de- 
tails, one of these may be unacceptable 
to one party or vice-versa. Then I shall 
consider the middle ground, where the 
parties may be able to strike a com- 
promise. 

By maximum, I mean the demand of 
hardcore elements of the MNLF for 
complete political independence of the 
entire Bangsamoro people and home- 
land. This embraces the whole of Min- 
danao, Basilan, Sulu and Palawan. It 
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goes way beyond the Tripoli Agreement 
which, in the MNLF view, was unilater- 
ally declared by the Marcos government 
as “no longer valid" in 1980, 

However, it is to be recognised that 
independence is something not in the 
language of any government In power in 
Manila. No president, we often hear, 
would want to preside over the dismem- 
berment of the country, Therefore, it 
might be too much to expect Aquino 
and her government to readily accede to 
this demand at the negotiating table. 

The MNLF, on the other hand, has 
no illusions about this. It has staked its 


Abdurasad Asani is information of- 
ficer of the Moro National Libera- 
tion Front (MNLF). The views ex- 
pressed here are his own and do 
He reflect the official MNLF posi- 
tion. 
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MNLF soldier: a real test for Aq 


fortune on the belief, borne by history, 
that the Bangsamoro homeland is a col- 
ony the Philippines inherited from the 
US and that the central issue is decol- 
onisation through the assertion of the 
Bangsamoro people's right to self-de- 
termination and independence. In the 
minds of MNLF fighters, this is neither 
secession nor dismemberment of the 
country, but instead redressing an 
unjust colonial situation. There is no 
second thought that only armed struggle 
can bring about this objective. 

With both parties hardened on these 
positions, a solution to the problem 
would seem remote — bargaining and 
accommodation out of the question. 

By minimum I refer to the demand 
for autonomy. The Tripoli Agreement 
can be a framework for autonomy and I 
assume the Aquino government, if in 
deed it intends to send signals 
for talks, would view this docu- 
ment as the take-off point for 


negotiating. 
: Acom is espoused by 
—* some elements in the 
\> Bangsamoro homeland not be- 
B%| cause they do not want — or 
Ñ| even understand — what true 


independence means to them 
and theirposterity, but because 
they are. out to consolidate what 
few gains, the struggle has 
achieved. 

This line is clearly oppor- 
tunistic. It does not consider the 
danger that autonomy — no 
matter how well intentioned 
are the parties to such an 
agreement — can easily be 
subverted and undermined by 
the central government. 
Further, it fails to appreciate 
the fact that, in the absence o 
clear guarantees, no form of au- 
tonomy can be pre-tested to insure that 
power from the centre will not over- 
shadow that of the autonomous govern- 
ment and thus lead, in substance, to 
the absorption of the latter by the 
former. 

Still, it might be wiser for the MNLF 
to seek autonomy again, especiallv one 
that would resurrect the Tripoli Agree- 
ment. The problem now is how to per- 
suade those MNLF leaders who, after 
trying autonomy but without success, 
are demanding self-determination and 
independence. At the moment, MNLF 
chairman Nur Misuari stands on this po- 
sition though, judging by his words, it 
might not be difficult to open negotia- 
tions with him given that he has ordered 
a “scaling down of military actions in the 
field to remove obstacles to a peace 
initiative” from the government. 

Be this as it may, a hitch remains. 
Even if Misuari himself is willing to re- 
consider the autonomy option, there 
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are indications that some elements 
within the MNLF leadership would — 
without built-in guarantees — remain 
sceptical and refuse to jump into the 
boat. These elements are the most dedi- 
cated and loyal to the Bangsamoro 
cause and are capable of reorganising 
their followers to continue the struggle 
for complete independence, making it 
all the more imperative that a satisfac- 
tory compromise be found. 

I believe that such a compromise 
could be considered by the Constitu- 
tional Commission which Aquino has 
created. The commission and the 
Aquino government must demonstrate 
the wisdom and political will to include 
in the new Philippine Constitution the 
guarantees necessary to make au- 
tonomy work. 

Such guarantees would insure that 
Manila would only retain two specific 
powers: power over the region's foreign 

ffairs and power over external de- 
ence. All other powers must reside in 
an autonomous Bangsamoro state gov- 
ernment. A quota system for Bangsa- 
moro representation in the central gov- 
ernment and the military could be a sub- 
ject for minor bargaining, with propor- 
tional representation on the basis of 



















€ what everyone must be 
concerned with is peace... to 
prevent, once and for all, the 

recurrence of conflict in the 

south so that we can build a 
future on mutual respect, trust 

and goodwill. 9 

population probably being the best ar- 
rangement. 

When the MNLF launched its strug- 
gle, its leaders' aim was to restore com- 
plete independence to the Bangsamoro 
»eople and their homeland, which they 

elieve was snatched from them in 1946 
when their homeland became a part of 
the Philippines at the end of the Ameri- 
can colonial period. So by accepting the 
autonomy option, they would be com- 
promising half their sovereignty, but a 
constitutional guarantee that they 
would retain all powers other than those 
over- foreign affairs and external de- 
fence would compensate for this loss. 
The autonomy compromise would also 
be in accordance with Resolution 18 of 
the Islamic Conference in Kuala Lum- 

ur, which recommended seeking a po- 
litical solution to the problem “within 
the sovereignty and territorial integrity” 
of the Philippines. 

There is no love lost between the 
Filipino and Bangsamoro peoples, but 
continued fighting would be costly for 
both sides. What everyone must be con- 
cerned with is peace — a just and dura- 
Jle peace to prevent, once and for all, 
he recurrence of conflict in the south so 
that we can build a future on mutual re- 
spect, trust and goodwill. Oo 
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Telecommunications 
for the competitive edge 


a wide range of computer peripherals, 

In this age of global communi- 
cations, how fast your business ex- 
pands depends in large part on how 
well you can communicate. Goldstar 
will continue to be there, with 
telecommunications for the com- 
petitive edge. 

Find out more about Goldstar 
Telecommunication systems and 
equipment by contacting your local 
agent or by mailing the coupon 
below to our head office. 


Goldstar has been answering 
the call for better communications 
for over 25 years, through a wide 
range of office communication 
systems and equipment offering 
reliability, state-of-the-art features, 
and cost efficiency. 

These include electronic key 
telephone systems with features that 
provide greatly improved voice and 
data communications for both large 
and small businesses; standard and 
feature phones; EPABX systems; and 
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GoldStar 


Telecommunication Co.. Ltd. 
CPO Box 1540, Seoul. Korea 
Phone: (02) 269-1322 Telex. K27242 TELSTAR 





Agents 
Malaysia: Emte! Sdn. Berhad. Phone 03-7760688 
Thailand: Busicom Engineering Co., Lid Phone: 311-7361 
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Ships that pass... 


US wants closer military ties with China in return for aid 


By Nayan Chanda in Washington 

he first visit to the US by China’s 

most senior military leader, Gen. 
Yang Dezhi, demonstrated the strides 
the two countries have made in develop- 
ing military cooperation but also helped 
to bring to the surface the contradictory 
pulls which underlie the burgeoning 
relationship. 

While Pentagon officials tried to por- 
tray China as approaching an alliance- 
like relationship with the US, citing 
what they said was a suggestion of joint 
military exercises, embarrassed Peking 
Officials strongly denied such a move 
was being contemplated. The truth may 
be somewhere in between, but behind 
this tension lies an attempt by Washing- 
ton to draw China into open military co- 
operation against the Soviet Union and 
an effort by Peking to maintain a 
non-aligned stance while seeking US 
help in its military modernisation pro- 
gramme. 

Washington laid out the red carpet 
for Yang. who is chief of staff of the 
People's Liberation Army. The 16-day 
visit began with a trip to the US Navy's 
Atlantic Fleet headquarters in Norfolk, 
Virginia, and ended with an inspection 
of the Pacific Fleet's command head- 
quarters in Hawaii. 

Yang not only heads an army the US 
once sought to contain and destroy, but 
he personally led *voluntary" Chinese 
troops in the fight against US forces in 
Korea during the Korean War. That bit- 


ter past was put aside in a warm recep- | 
tion, which included an honour guard 


given Yang at the Pentagon and in an 
extended tour given him of the US mili- 
tary establishment — unusual for a com- 
munist commander. 

The general observed an amphibi- 
ous-landing exercise in North Carolina, 
watched a performance of F18 fighters 
and Black Hawk attack helicopters and 
toured an aircraft carrier and the Ken- 
nedy Space Centre, among other visits. 

While the US was out to impress 
Yang with displays of its ultra-modern 
weapons and tactics and was more than 
willing to discuss the possibility of ex- 
tending its help in modernising China's 
armed forces, there was no doubt that 
Washington's price for such help is 
closer and more open collaboration. 

Briefing the press on Yang's talks 
with US Defence Secretary Caspar 
Weinberger and the chairman of the US 
joint chiefs of staff, Adm. William 
Crowe, Pentagon officials said that in 
addition to "military technological co- 
operation programmes," the two sides 
discussed renewed prospects of a visit 
by US warships to China and the possi- 
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Yang: warm welcome. 


bility of joint exercises. "There were 
also discussions on training," a US De- 
fence Department official said in a 
background briefing, "to include the 
possibility of joint exercises." 

Chinese officials were dismayed by 
the remark on joint exercises, which 
was carried by wire services and on TV. 
"The report is plain stupid," a well 
placed Chinese source told the REVIEW. 
"Those who claim that China will par- 
licipate in joint exercises do not under- 
stand Chinese foreign policy. China is a 
non-aligned nation." 

The source also played down the sig- 
nificance of a passing exercise held by 
Chinese and US naval vessels in 


January. "The ships just passed each 
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other and exchanged greetings. A plan 
for officers to board each others' ships 
was cancelled because of rough seas." 


However. US sources said that the 
passing exercise had been in the 
works for several months prior to the 
event and that China had agreed to it be- 
cause it was to have been unannounced 
and out of public view, Upset by a news 
report about the exercise (REVIEW, 16 
Jan.), Peking had threatened to call off 
the manoeuvre. 

The Chinese denial of any suggestion 
of joint exercises points to the differing 
Objectives of the partners in the fledge- 
ling Sino-American military relation- 
ship. While the US would like to tweak 
the Soviet bear’s nose and, in doing so, 
dampen progress towards Sino-Soviet 
detente, China wants to secure Ameri- 
can military technology without pro- 





— — — 


voking the Soviets, who have 50 divi. 
sions placed on the Sino-Soviet border. 

Apart from cultivating it: 
non-aligned image, Peking wants tc 
avoid jeopardising its moves toward: 
normalising relations with Moscow. I 
joint exercises are being considered, Pe 
king would certainly insist that —* bx 
small in scale and conducted secretly a: 
Moscow would be compelled to objec 
strongly to any public display of Sino 
American military cooperation whict 
could be interpreted as a threat to thc 
Soviet Union. 

But Peking will surely need to make 
some compromise in its non-aligned 
stance when cooperating with one or the 
other superpowers. “The Chinese have 
to understand that there is no free 
lunch," an academic, who specialises ir 
Sino-American affairs, said. "If they 
want American military hardware, they 
will have to pay a political price." US 
Navy port calls and joint exercises seem 
to be the price being asked. 

During his talks with US officials 
Yang was told that Washington is stik 
keen on undertaking a port visit by US 
warships, despite the cancellation o* 
such a visit last year because of Chinesc 
objections to the standard US policy o: 
refusing to confirm or deny whether its 
ships carry nuclear weapons. China's re- 
cent approval of a July visit by British 
warships, which adhere to the same 
"no-confirmation, no-denial" nuclear 
weapons policy, was brought up by the 
US officials with Yang. 

Although no agreement on port calk 
was reached, Yang indicated that a wa 
could be found around the problem i 
the US followed the British formula 
which was said to be a de facto agree 
ment that visiting ships would not carr* 
nuclear weapons and that neither side 
would discuss the nature of the arma 
ments carried by the ships. 

For his part, Yang discussed the pos 
sibility of purchasing anti-submari: 
equipment such as torpedoes, sonar an 
helicopters from the US. Sources sais 
that while the US is willing to permi 
China to buy a turnkey facility to pro 
duce MK46 shallow-water torpedoes 
Peking is deterred by its US$300 millios 
price tag. No progress was made o 
another possible sale, which has bee: 
under discussion for a long time, d 
TOW, wire-guided, anti-tank missiles 
While China wants to buy only a fev 
components, the US will only allow th 
sale of the complete system. The bigges 
proposed military sale to China — c 
avionics, valued at US$550 million — i 
expected to be approved soon. 

While some problems remain to b 
smoothed out on the question of Sine 
American military cooperation, Yan 
achieved broad agreement on major is 
ternational issues. US officials agree 
with Yang on his analysis of Soviet in 
tentions in Afghanistan and expresse 
appreciation of China's role in finding 
solution to the Cambodia problem. § 
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You have probably heard a lot about 
the computer revolution. 

But revolution isn't the best way for a 
computer to change. | 

Evolution is. And the new NCR 9800 
is a perfect example. | 

We've taken the best of current tech- 
nology and combined it with our own 
best thinking. 

The result is a faster, more flexible, 
more economical — thats unlike 


| art ing ever built 


The evolutionary 
architecture 
in a 9800. 


Loosely coupled 
processors. . 

B araroa ppe 

a ` upgrade in — 
smaller slices. hme 

n a riick — ug 

faster. 





BEGIN AT THE BEGINNING. 


E - Say you re a manufacturing com- 
pany and you need a computer to control 
your production. — 

A 9800 can heip you make quicker 
decisions than a conventional mainframe 
of comparable power. 

And do it less expensively. 

The secret is architecture. 


In fact, ingenious architecture is the 
secret to everything it does. 
IT GROWS OR IT Grows. 


The 9800 0 doesn' t have to be 
— —— in large pieces. 

It grows gradually, the way a busi- 
ness grows. 

You start with the power you need, 


NCR9800. The evolution 


ofthe mainframe. 





and then you can expand in smaller 


-increments than is possible with conven- 


tional mainframes. 

Furthermore, you can add job- 
specific modules to handle specific 
functions. 

RUN, RUN, RUN. 

The 9800 is hard to break. 

It uses a new, more intelligent fault- 
tolerant system that doesn't need tricky 
programming. 
et it up to be fault-tolerant, and it'll 
run if a piece of hardware fails 
of — vare. Ure — — g routi ne 








"The 9800 v meh s bu I to be an excel- 
lent on-line transaction processor, 
as well as an excellent general purpose 
processor. | 
And using job-specific modules, it 
can be tailored to do both jobs more eco- 
nomically than a conventional mainframe. 


TALK, TALK, TALK. 


its an open system. 
So the 9800 can work together with 


| other computers you already own. (It 


uses SNA and X.25 communications.) 

— also comes with popular software 

s, like SQL and MANTIS™ and you 

San a choice of many ready-to-run solu- 
tions for business. 

Now, do you keep an eye on the 
industry press? | 

Well, according to them, you can 
buy a computer like the NCR 9800, with 
its advanced architecture, that'll be just 
as flexible and economical from another 
computer company. 

In about 1990. 

For information, contact your local 
NCH representative. 





s. Or a piece 





io 1986 NCR Corporation MANTIS is a trademark of Cincom Systems. Inc. 
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sition instantly to your office. 


Welcome to 


ENTE 





RADE FINANCING 





Import and Export procedures and 
documentation can be time-consuming, 
labour-intensive and heavy on paperwork. 
In short, they can cost money and eat into 
your earnings. Hexagon modernises trade 
finance by taking the time, trouble and 
paperwork out of processing, while keeping 
you constantly updated on your trade 
position, at home and around the world; 
right from your office. 


You can open and amend documentary 
letters of credit and monitor their status on 
your screen. You can settle your bills and 
know your total position. You are in full 
control at all times. Up-to-the-minute 
foreign currency rates and your outstanding 
FOREX contracts are also instantly available. 
It’s like having the bank’s trade finance 
department in your office at your beck and 
call. Only faster. 


Hexagon is safe, accurate and secure. A 
range of security features including full data 
scrambling ensures confidentiality for your 
company’s affairs. 

Hexagon is state-of-the-art corporate 
electronic banking from the HongkongBank 
group, one of the world’s leading financial 
institutions with more than 1,200 offices in 
55 countries. 

To find out more about Hexagon and how 
it can help your company, contact the 
Hexagon Centre at your nearest branch of 
the HongkongBank group. 


Hexagon. 
Puts the power of the bank 
in your hands. 
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HongkongBank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank * Hongkong Bank of 
Canada * HongkongBank of Australia 
The British Bank of the Middle East 
Hang Seng Bank Limited * Wardley Limited 
HongkongBank Limited 


Fast decisions. Worldwide. 


CONSOLIDATED ASSETS AT 31 DECEMBER 1985 
EXCEED US$69 BILLION. 


Les the only hotel in Hong Kong 
which doubles as 


a resort. P adt 
F » NW 


Hong Kong's largest hotel 
swimming pool. A Health Spa. 
Spectacular views of the city 
and harbour. The Regent is all 
this. And more. 


the 
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HONG KONG 


A REGENT ® INTERNATIONAL HOTEL 
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® ONLY a few months ago, many of 
the political clouds over the Subconti- 
aent appeared likely to roll away; now 
they have thickened again. Perhaps the 
onset of Ramadan, the Islamic month of 
fasting, will help reduce the tempera- 
ture in Pakistan, where the mass en- 
thusiasm inspired by Benazir Bhutto 
nust have taken the government aback, 
and in Bangladesh where the opposi- 
don's strength also surprised the au- 
thorities and threatened the election. In 
Nepal the “party-less” formula is under 
challenge. In India the Punjabi voices of 
noderation are once again being drown- 
>d out by the screams of extremists. And 
10w, President Junius Jayewardene 
states that unless India ceases its sup- 
»ort for the Tamil separatists, he must 
inleash the full might of the army — 
otherwise he envisages a Ed Sri 
nka. Even the game of cricket, as re- 
ed by Mervyn de Silva (REVIEW, 1 
May), has set the Subcontinent at each 
Xther's throats. 

And, only a few short months ago, 
?rime Minister Rajiv Gandhi seemed to 
de taking much of the heat and light out 
3f India's relations with its neighbours. 
?olitics — and of course religion — al- 
vays seem to get in the way in South 
Asia where “the best lacks all convic- 
ion, while the worst are full of passion- 
ue intensity." 

B HOWEVER, Rajiv himself seems to 
»e sticking to his moderate approach; 
tis recent cabinet reshuffle brought in 
nore moderate Sikhs, and he is cleaving 
© his budget formula of tax reform, in- 
'entives and the market mechanism (is 
ie to be India's Deng Xiaoping?). The 
'conomy is growing steadily and re- 
ponding still to the liberalisation mea- 
ures, as reported in our cover story 
Sombay Boom in the 13 March 1986 
"sue. I would guess that the greatest 
Trier to this progress today is neither 
olities nor religion but the bureau- 
racy. It takes more than an act of parlia- 
nent to unclench the fingers of the babu 
lerks from their red-taped dusty files. 

I have recently had another vicarious 
rush with the Indian bureaucracy — 
vith all its time-wasting Catch-22 blind- 
illeys (“I cannot issue you with an XXX 
intil you have a YYY, and you are not 
ligible for a Y Y Y until you've been is- 
ued with your XXX"). Months to wait 
— if bribes are not paid — for the pro- 
er permits, the licences, the chops, the 
ignatures and counter-signatures, the 
ipproval for applications for the instal- 
ation of a telephone, or à telex. I gather 
hat, in recent months, New Delhi's 
ress corps has finally obtained permis- 
ion to import computerised electronic 
'ommunications equipment, as long as it 
s dedicated to a it with a head office 
'omputer and a 40% import tax is paid. 
^ WHILE India is making excellent 
ise of satellites for internal educational 
CV, I fear there is a grave danger that it 
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will miss out on much of the current rev- 
olution in information and communica- 
tions if it goes on denying itself imported 
hi-tech products. 

I see it as somewhat akin to the avia- 
tion story, though the parallel is not 
exact. Protectionism (or to use the OK 
euphemism “import substitution poli- 
cies”) was one of the main reasons for 
India’s slow economic progress, which 
meant that relatively few people could 
afford to fly, which meant in turn that its 
airports were not profitable landing 
points for the big jets. Thus, for many 
years, the international carriers have 

en touching down at New Delhi or 
Bombay in the early hours of the morn- 
ing, mainly to take on fuel rather than 
assengers, on the long hops between 
ast Asia and Europe. Now some of the 
jets are flying the route non-stop. Much 


the same could happen with all the in- | 


formation whizzing round the globe. 
€ LAST February, according to a re- 
rt in The Statesman spotted by S. R. 
as Gupta, West Bengal Minister of 
Public Works Jatin Shakraborty be- 
came so disgusted with the functioning 
(or mal-functioning) of his home tele- 
phone that he returned the instrument 
to the general manager of the local tele- 
phone authority. Its emplovees, he said, 
had not been helpful but had behaved 
rudely. It was impossible to get a tele- 
phone call through, he said, even to his 


main government offices on the same | 


exchange, and added that, if a minister 
had to face such difficulties in obtaining 
a connection, the common man's fate 
must be worse. 

€ STILL, perhaps India's commercial 
thrust will pierce even the cobwebs en- 
shrouding the babu-cracy. Take these 


examples of sales penes spotted in the | 
columns of the /ndian Express by Chris- | 


tine Pemberton: 


TO SERVE 

THE HUMAN 
BEINGS IS 

A GREAT SERVICE. 


THIS IS MY MOTTO. 
S. K. ARORA QUOTES 


Just look at Today's prices. | request you with folded hands, 
kindly once visit and justify my items and rates. 

TODAY IN BOMBAY AT THREE PLACES AT A TIME - ONLY FOR 
FOUR DAYS. 


& K. ARORA 


— then follows a list of his wares in- 
cluding an “Acroplutch fancy small T- 
shirt" for Rs 35 (US$2.50) and a “Gallies 
Baba suit” for the same price. 

The next one introduces an anti-poli- 
tical note: 


I am not hereto solicit votes 
from your goodselves. 


I value the dust of your feet because you 
the Sons and Daughters of 
cre alg) ts Be 

Mother India I 


* soll of 
] shall sell “ TERY", at such throw- 
^- away 
even 


which you t never have 
in your dreams. 

- d am confident you might never have 
seen, heard of or bought such Quality 
Hosiery Goods af such unbelievable 








Derek Davies 


And the next, this one spotted in the 
same newspaper by A. S. Mehta, even 
downgrades religion: 


| BELIEVE IN HUMAN BEINGS 
THAN GOD 


You believe me or not but | beg 


J 
We de 


y 


"x 
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for you. In case my statement is 
proved to be false than | will 
P3 walk between your leg in public. 


"v 
pe 





€ EVEN humble businesses thrive: 
Mehta sends the flyer of the Manhar 
Coldring & Paper Mart, which buys var- 
ious items of raddi (junk for resale on 


| the local thieves’ market) including 














empty bottles, old newspapers and vari- 
ous magazines such as Time and Life 
(Rs 2 and Rs 3.50 per kilo respectively) 
and Elrate Vikli — a phonetic rendering 
of the /Ilustrated Weekly of India. The 
shop will sell you anything from a radio 
or a "freez" and will repair your “colour 
TV or vidio,” once you have drunk your 
beer, you can get Rs 1.40 back, or asthe 
Mart puts it: 


Rate Per M. T, Botai Rs. P. 


| - 10 


Biyar 





€ BUT not all is economic sweetness 
and light. A few weeks ago, Sujoy 
Gupta in Calcutta received a visit from 
his milkman who handed over a circu- 
lar: 








To our honourable Customers Concerncd 


Dear Sir/Madam, 

We hereby draw your kind attention that 
| the growing increase in the prices of all 
| commodities has of late culminated to in 
unheavling the price of cattle and cattle fodder 
| tosky kissing level. Not only that the price of 
packing materials.—Bottle. Thread and 
paper etc.—which are required for our supply 
also become very high. 














— and he prov unheavled his 


own prices to sky kissing levels, putting 
Rs 0.40 on to the price of a litre of spe- 
cial buffalo milk and Rs 0.15 on the *or- 
dinary Cow/Buff. Milk." 

€ UP in Ahmedabad, Gujarat, accord- 
ing to an advertisement in the Times of 
India, it is possible to have a hearty 
meal: 


GORGEOUS 
BUFFET LUNCH AT 


HAVELI 


The Chef puts portion 
of his heart into the food 
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Coming to the defence 
of the family business 


By Paul Handley 


n an impassioned defence of his half 

brother President Suharto, Indone- 
sian businessman Probosutedjo has add- 
ed to public discussion of the Suharto 
family's involvements in business. 
While defending them, however, he did 
not address compl: ‘ints that the family's 
various companies enjoy advantages in 
government contracts and dominate 
certain sectors of the economy. 

Probosutedjo attacked the 10 April 
article in The Sydney Morning Herald 
by its foreign editor David Jenkins 
which said that the Suharto family had 
amassed a great fortune during his 
tenure. He accused Jenkins of slander- 
ing and defaming the president and indi- 
cated his intent to file a suit against 
Jenkins. 

He conceded that he himself as well 
as Suharto's children and wealthy 
friends are in business but said this was 
natural. Probosutedjo gave a lengthy 
defence of his 18-year- -old clove busi- 
ness, which shares control of clove im- 
ports with a company run by Suharto's 
business associate, financier Liem Sioe 
Liong. He stressed that the appoint- 
ment of the two importers allowed In- 
donesia to deal directly with. African 
clove producers, cutting out inter- 
mediaries, and that some of their profits 
went to finance worthy social causes, 
not to the Suharto family. 

Much of Probosutedjo's speech is 
similar to his 1978 speech, also defend- 


ing the family in the face of criticism. | 
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The themes were the same: it is not 
wrong for the president's family to be in 
business, and if they are successful it is 
due to both business acumen and 
touch of unavoidable luck. His clove 


Pp 
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business, he says, helps build the role of 


indigenous Indonesians in an economy 
dominated by Chinese Indonesians. He 
insists his profits are minimal. It is fortu- 
nate, too, he says, that Mrs Suharto is 
adept at social fund-raising. 

Points raised by Probosutedjo (and 
Jenkins) — cloves, Mrs Suharto's fund 
raising abilities and Suharto's associa- 
tion with Liem and other Chinese In- 
donesian businessmen — were all issues 
already brought up in the 1970s. 

Since then, Jakarta insiders insist, 
the family's business has grown rapidly 
and gained positions in several areas at 
the expense of other private —— 
men and the government. Indeed, 

eager have Suharto's eldest sons Sigit 
and Bambang been to expand their 
businesses that they have at times com- 
peted vigorously against each other. 

Suharto's children have long been 
nominee participants in companies. For 
instance, Sigit and one of his sisters have 
for many years owned 32% of Bank 
Central Asia, the country’s largest pri- 
vate bank and the financial centre of the 
Liem group. 

— —— — 7030 
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 Self-supporting. The Suharto family (right to left) back row: the President, Mrs Suharto, Tommy, Sigit; tront row: son-in-law, Siti Hardyanti, 
Siti Hutami, Bambang, Siti Hediati, daughter-in-law. 


| on their own (REVIEW, 
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In Jakarta both local and foreign 
businessmen concur that Sigit, Bam- 
bang, the third son Tommy, and their 
friends in business have of late in- 
creased their share of the Indonesian: 
business pie. Business rivals are more 
vocal on this subject. because, one ex- 
plains, the pie has shrunk drastically 
owing to the collapse of oil prices. 

A good indicator of the family’s 
growing share is the number of major 
multinationals which line up to court the 
Suharto’s sons or well-connected 
Chinese Indonesian groups in efforts to 
win major contracts. 

It is difficult to assess accurately the 
extent of the holdings either of indi- 
viduals or groups. But what is publicly 
known is enough to paint a picture of 
sizeable interests. Suharto's foster 
brother Sudwikatmono, though no: 
prominent as a businessman in his ow; 
right, is a shareholder in most Liem 
group ventures. For example, he has 
shares in the group's flour monopoly, 
and in Indocement, the nation's largest 
cement producer, which was singled out 
last year for a government cash injec- 
tion of US$360 million while its com- 
petitors suffered the depressed market 
25 July '85) 


uch of the family's more recent 
business activity centres on at least 
30 companies loosely gathered'as the 
Bimantara group, in which both. Sigit 


| and Bambang are involved. The ‘upper 


| sectors. Shipping is one; 


structure of the Bimantara group is not 
clear but the group company list reveals 
a concentration of interests in certain 
Trikora Lloyd 
is a major national shipping group and 


| other group firms are into tankers. 


Several companies deal in freight for- 
warding, both surface and air. Cardig 
Air, associated with Jasa Angkasa 
Semesta of the Bimantara group, con- 
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trols all air freight in and out of Indone- 


. Aviation is a major focus. There are 
iseveral companies and their subsidiaries 
which dominate the charter helicopter 
business, important in Indonesia's 
offshore oil exploration. One of them, 
Gatari Hutama, entered the market in a 
slump, putting out of business De- 
razona, once the largest private helicop- 
ker charter company and actually a joint 
wenture under a Trikora Llovd sub- 
sidiary Deraya Air Service. 

Formerly Dutch-owned Indonesia 

Air Transport (IAT) is also in the 
Bimantara group, operating helicop- 
ters, propeller planes and one jet. [AT 
was allowed the jet in 1984 though 
domestic air services, except for the na- 
tional carrier Garuda, are not permitted 
to operate jets. 
. Sigit's interest expanded to aviation 
pervices. One company supplies spare 
parts while another, Jasa Angkasa 
Semesta, controls and manages most 
services at the new Jakarta international 
airport, some of which are subcon- 
tracted to others. 

Oil trading is another strong point of 
the group. Mindo Petroleum, a Hong- 
kong subsidiary of one of Bimantara 
group's trading arms, Mindo Citra 
oe Duta, and Samudra Petrindo 
Asia control most of Indonesia’s oil ex- 
ports, with the exception of term ex- 
ports to Japan and oil owned by foreign 
contractors. Bimantara companies also 
control the import of oil products. 

. The interest in oil expands into pet- 
rochemicals. Bimantara was one of sev- 
eral groups, including the Liem group, 
to control the construction of the Dumai 
refinery in Sumatra. Those involved in 
Dumai have also controlled building li- 
cences of large petrochemical com- 
plexes subsequently planned by the gov- 
ernment. Companies controlled by Sigit 
and Tommy hold the sole licences for 














production of 
and polypropylene. 

Foreign companies market- 
ing petrochemical technology 
say they are lining up to try to 
subcontract these licences. On 
none of them is the licence- 
holder offering to put up capi: 
tal for the development, they 
^ say. But they assume Biman- 
tara's construction arms would 
necessarily be involved in the 
building of any plant. 

Several Bimantara construc- 
tion units have been involved 
in everything from state-fi- 
nanced low-cost housing pro- 
jects to elite housing estates 
and state or private office 
building development. In 1985 
Bambang announced that the 
president had given his per- 
sonal approval to the building 
of a 68-storey "World Trade 


| Centre” on prime land 
" in central Jakarta. Foreign 


participants have balked at the project 
because, they say, no local capital is 
being offered. There are other similar 
Cases. 

lelecommunications are another 
major component of the Bimantara 
group, involving Tommy along with the 
families of senior officials. For the past 
two years the Communications Ministry 
has been preparing a US$1 billion pack- 
age of telecommunications develop- 
ment projects, including a second-gen- 
eration digital switching system, to be 
partially manufactured locally. The li- 
cences for many parts of this package 
are controlled by 
companies and by another of Suharto's 
Chinese associates, Bob Hasan. 

Winning control of licences and sup- 
ply and service contracts, and letting 
others execute them, is the mainstay of 
the familv's businesses. Probosutedjo's 
Mercu Buana Raya contractors recently 
won two major parts of the US$700 mil- 
lion Saguling hydropower development 
for a major French firm. Through a new 
company, SEWU, Tommy won control 
in late 1984 of a sole licence to develop 
an offshore supply base on Batam is- 
land. 

Cultivating the family does not al- 
wavs work. In 1984 an international 
company fabricating steel structures for 
offshore oil-developments in West Java 
sold one of the Suharto sons 10% of the 
company in the apparent hope of win- 
ning the only major contract available at 
that time, a platform for an oil com- 
pany. It did not get the deal. | 

Another recent failure was the pro- 
posed participation of a Mindo trading 
group company in a scheme to use sub- 
sidised state bank loans to buy out a pro- 
fitable state plantation in January. The 
scheme came under fire in the local 
press and after weeks of controversy, 
the presidént himself nullified the deal 
(REVIEW, 20 Feb '86). | n 
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business pribumis. | 
But several attempts to enc 
pribumis with import concession: 
cheap government credits and better à 
cess to tenders have not significantly: 
changed the situation in the past 40 
years. Some fortunes have been mad 
but by and large pribumis with the spe 
cial concessions have contracted: ther 
out to Chinese businessmen. " 
A dozen years ago Ibnu Su 
then head of the state oil compam 
tamina, attempted to bring in a ge 
tion of young pribumi businessme 
granting. them Pertamina contra 
get started. A number becam 
only two or three are still operatin 
their own capital equipment and 































nesses operated by Sutowo's own son 
are in a mess, save the ones run by for 
eigners like Jakarta's Hilton Hotel. _ 

The Chinese are trusted to recipro 
cate the special favours granted the 
with committed support of priority stat 
projects, such as the  integrat 
Krakatau Steel plant. It is probat 
valid to say that these projects wot 
not attract private support witha 
these trade-offs. However, this per 
petuates the strong Chinese role... 

To his credit, Probosutedjo is no 
very dependent on Chinese and lead 


entrepreneurs who have proven them- 
selves. They have invested their own 
money in hard assets in Indones 
which is rare. There is little evidi 
that companies controlled by Suhar 
three sons have invested thi 
funds in capital equipment o 
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duction facilities. Instead, they earn 
commissions from sub-contracting to 
foreign and local companies. 

A typical example was the 1983 fight 
between Sigit and Bambang Suharto 
over control of two tanker contracts tied 
to a natural-gas export agreement with 
South Korea. Each wanted the licence 
for both vessels and each had lined up a 
foreign vessel operator to handle the 
work. The fight delayed the signing of 
the contract by eight months. It is said 
that a press report brought the matter to 
Suharto's attention and he decided that 
each son would control one vessel. Ob- 
servers wonder whether ministers 
granting licences are not trying to show 
extra loyalty to the president by giving 
way to his sons. 

In his speech defending the family, 
Probosutedjo also points to its ability to 
raise funds for charity, The presidential 
palace can command businessmen at 
any time to supply funds for anything 
from flood relief to state investments. 





The businessmen, mostly Chinese but 
also those pH benefiting. from 


facilities, will agree or suffer being shut 
out of the favoured circle. 

In one day in March US$9 million 
was collected for natural-disaster vic- 
tims. The donations came from the 
country's leading businessmen and sev- 
eral foundations headed by Mrs 
Suharto. 

Her foundations oversee large busi- 
ness holdings. Such foundations, in- 
cluding a new one which earns money 
from a national lottery and is run by 
Sigit's wife, do not make their accounts 
public. So, while others claim Mrs 
Suharto gathers in millions, Probo- 
sutedjo can insist that the money goes to 
charity. Clearly most of it does, but 
many people are concerned that, one 
way or another, a handsome amount 
benefits the foundations' directors. 

— Paul Handley 
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Strained relationship 


Hawke is in no hurry to make up with Jakarta 


By Hamish McDonald in Sydney 
ndonesia's brief but disruptive with- 
drawal of visa-free entry privileges for 

Australian tourists last month over an 
Australian press article has caused an 
emotional change at the top in Can- 
berra. Prime Minister Bob Hawke and 
his government are not rushing to re- 
store cordiality — as they have in 
numerous past incidences of such fric- 
tion — but are almost savouring their 
grievance, 

The visa sanction lasted barely 24 
hours, before being called off on 23 
April at the orders of President Suharto 
himself, according to Indonesian Am- 
bassador to Australia August Mar- 
paung, who later declared: “We are not 
ashamed if we make a mistake here and 
there." 

This quick climb-down has not been 
matched by Hawke. A statement 
criticising the Indonesian visa reprisal as 
"capricious" a few hours after Suharto's 
decision, could have been put down to 
delayed response forced by travel; 
Hawke was in Rome at the time. But 
over the following two weeks Hawke, 
joined by a gloomy Foreign Minister 
Bill Hayden, has been freely repeating 
that a "qualitative" change has taken 
place in the relationship. 

Hawke and Hayden swung govern- 
ment backing behind the efforts of two 
Washington-based correspondents of 
the Australian Broadcasting Commis- 
sion ( ABC) to enter Bali with President 
Reagan's party on 29 April for the meet- 
ing with Suharto and Asean foreign 
ministers. While the ABC itself said it 
was merely taking up a last chance that 
the Indonesians might relent (encour- 
aged by White House officials), Can- 
berra seems to have seen it as a concrete 


way for Jakarta to make amends. 


This was a misreading of the mood in 
the Indonesian Government, which 
might have been deduced from a 
lengthy article that morning in the 
armed forces newspaper Angkatan Ber- 
senjata saying that the as-yet unpub- 
lished review of Australian defence by 
Canberra academic and former intelli- 
gence analyst Paul Dibb was designed to 
“aim arms" at Indonesia's back. The 
two ABC reporters were escorted off a 
White House press aircraft and, despite 
the objections of a Reagan staff 
member, placed on a flight to Tokyo, 
Reagan's next stop. 

When this was confirmed, the Aus- 
tralian Foreign Affairs Department 
summoned Indonesia’s acting head of 
mission Roeslan Soeroso at midnight to 
hear a protest, while Australian Ambas- 
sador in Jakarta Bill Morrison lodged a 
complaint with the Indonesian Foreign 
Ministry the next morning. 


Hawke said he and Hayden had 
worked from the formation of their 
Australian Labor Party (ALP) govern- 
ment in March 1983 to create a “con- 
structive” relationship with Indonesia 
and this would continue. “But no gov- 
ernment led by me is going to have a 
grovelling relationship, one in which if 
there is a capricious action on the part of 
Indonesia, that we accept that without 
comment," Hawke said. Indonesia 
“must understand" that Australia was a 
“full democracy” of which one charac- 
teristic was a free press. 

There is an element of political pos- 
turing in this, which Indonesian officials 
were quick to note in private. The vi 
ban took the row over a Sydney Mor 
ing Herald article about the Suharto 
family’s business links out of the rarified 
world of foreign policy, and pushed it 
into the realm of racy tabloid news- 
dé and talk-back radio. Hawke and 

is media “minders” saw a need to 
speak out on behalf of several hundred 
ordinary citizens caught up in the visa 
hassle. 

The ALP’s next biennial conference, 
where branch delegates and trade union 
representatives vote on official party 
policy, is also overshadowing diplo- 
macy. Until the July meeting is past, 
and awkward motions about [ndánesid 
are headed off, a show of belligerence to 
Jakarta stands Hawke and Hayden in 
good stead. 

Genuine dissatisfactions with Jakar- 
ta's behaviour exist, however. Hawke 
and Hayden are said to feel they 
'et little or nothing in return for their 

ard battles within the ALP to moder 
ate previous policies on such questiong 
as East Timor and human rights. 

Hawke has also expressed impa- 
tience with the refusal in Indonesian po- 
litical circles to recognise that Austra- 
lian news media stand independent of 
the government and that Canberra had 
no control or prior knowledge about ar- 
ticles such as the Herald report. 

Jakarta’s cool response to severa 
highly critical reports about Suharto ir 
the American press around the time o! 
the Reagan visit has also been con: 
trasted with the blanket retaliatior 
against the Australian media over one 
article. Replying to a question in parlia- 
ment, Hawke cited explanations tha! 
the different reaction came from “a per- 
ception on the part of Indonesia that the 
US is much larger, wealthier and able tc 
do more for Indonesia.” 

While this bears out comments made 
by Singapore Prime Minister Lee Kuar 
Yew at Canberra’s National Press Clut 
last month that size inevitably made 
Australia an easier target for retalia: 
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tion, Hawke appears to have swung to 
the view that the blanket ban on Austra- 
lia media access is second-class treat- 
ment for the nation. 

As statements by Hawke and 
Hayden indicate, the foreign-policy im- 
plications of all this are that Canberra 
will not be trying as hard to win friends 
and influence in Jakarta as it has in the 
past. When issues arise, it will speak its 


mind more directly. Indonesia will be | 


seen as just one of several important re- 
gional partners, less important in trade 
than Japan, China, South Korea or 
Taiwan. 

The switch delights à section of opin- 
ion in the ALP that has long queried the 


influence of a so-called Indonesia lobby | 


in foreign policy. The lobby is accused 
of pushing policies of “appeasement” 
towards Indonesia, of taking a “craven” 
attitude to diplomatic dealings and 
of turning a blind eye to atrocities. 
oth Hawke and Hayden were æ 
aeviously rated by these cri- 
tics as being in the sway of the 
lobby, even if Hayden typically 
showed his intellectual agony 
about it. 

The lobby has in fact been 
more the mainstream in Austra- 
lian diplomacy, and as former 
ambassador to Jakarta Richard | 
Woolcott recently observed, 
its critics might more properly 
be called the “anti-Indonesia 
lobby." This mainstream advice 
has long been that approaches to 
Indonesia should be tailored 
to Australia’s real ability to 
influence events in Indonesia, 
and that given the different histor- 
ical baggage carried by the two 
countries and their geographic 

roximity, a great deal of for- 
earance is required when prob- | 
lems occur, 








he new Hawke-Hayden line 

has caused a great deal of 
alarm in this quarter, with three 
former ambassadors to Jakarta — Gor- 
don Jockel, Keith Shann, and Robert 
Furlonger — and Australian National 
University academics Heinz Arndt and 
Jamie Mackie writing to newspapers 
about “the high costs to Australia of the 
deliberate downgrading of our relations 
with Indonesia, which the prime minis- 
ter's statement of 4 May appeared to an- 
nounce as government policy." 


"Whatever the rights and wrongs of | 


David Jenkins’ article [in the Herald 
which touched off the current crisis] and 
the heavy-handed initial. Indonesian 
reaction over tourist visas, it would be 
foolishly short-sighted to allow these in- 


zidents to turn Australian foreign policy | 
towards Indonesia away from the gener- | 


ally sensible course it has pursued since 
1949." 

The letter also attacked "reckless 
ind provocative" comments about In- 
donesia in parts of the Australian media 
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over recent weeks "which cannot but 
encourage anti-Australian elements in 
Indonesia" while weakening moderates 
such as Marpaung and Foreign Minister 
Mochtar Kusumaatmadja. The suggest- 
ed remedy was “being more sensitive to 
cultural differences and less inclined to 
appear arrogant than has been custom- 
ary in the West." 

After the visa incident, Australians 
are probably less prone to agree with 
contrasts painted between Oriental sen- 
sitivity and Western crassness than they 
might have been. Nor do all of Austra- 
lias Asian migrants agree with re- 
straint. "God help the opposition voices 
in Southeast Asia if it should be ac- 
cepted by the ‘West’ that what it consid- 
ers abuses are the way Asians do 
things," one wrote to the Herald. 

But it has not stopped a good 


number of influential journalists taking 


up Lee's and Hayden's suggestions to 


UPI 








weigh up the “costs and benefits” of sen- 


sitive foreign coverage. The Herald it- 
self has not explained how the offending 
article was edited, but published a com- 
ment by its former foreign editor, Peter 
Hastings, that “its front-page presenta- 
tion was a mistake, which a great num- 
ber of Indonesians and some Austra- 
lians found distasteful.” Several com- 
mentators have argued that the Austra- 
lian press can still tell readers what is 
happening next door without making it 
a "slap in the face" — though few would 
claim that friction could or should be 
avoided in all instances. 

On the Indonesian side, a decision 
appears to have been made to stand off 
and wait for tempers to cool. Talks on 
the "Timor Gap" in the Australia-In- 
donesia seabed boundary scheduled for 
7-8 May were postponed. East Timor 
Governor Mario Carrascalao also 
seemed "unlikely" to make a planned 














visit to Australia from 23 May to 7 June, 
Australian officials said. 

The original "insult" still clearly 
rankles with the Suharto family. On 6 
May, Suharto's younger half-brother, 
Probosutedjo, was quoted as saying in a 
speech to Jakarta businessmen that he 
planned to bring a defamation suit 
against Jenkins, but did not specify in 
which jurisdiction. Probosutedjo said 
he had taken advice from Indonesian 
and British lawyers. 


T most precarious aspect of bilat- 
eral relations remains the military- 
cooperation programme, whereby Aus- 
tralia contributes A$10 million (US$7.4 
million) for technical assistance and 
training. Indonesian armed forces com- 
mander Gen. Benny Murdani was quot- 
ed in Jakarta newspapers on 21 April as 
saying all but certain aspects — aerial 
mapping, and aircraft engine mainten- 
ance — would be rejected. 

This may have caused some internal 
wrangling in Jakarta. The Indonesian 
navy and air force have found the tech- 
nical assistance useful over the years 
and still operate some Australian-sup- 


| plied patrol boats and aircraft. Army of- 
| ficers, and Murdani in particular, have 
, been more suspicious about foreign 


contacts. For its part, the Australian de- 
fence community sees the presence of 
up-and-coming officers on courses in 
Australia as a valuable chance to culti- 
vate future military leaders. 

Hawke has indicated he will not 
strive hard to retain the aid programme. 
“I notice that Gen. Murdani has given 
some indications that he doesn't think it 
is worth much," Hawke said in his 4 
May interview (Murdani is reported to 
have called it *peanuts"). “If they make 
the decision that they don't want that 
cooperation, then that will be their deci- 
sion. I think it would be an unfortunate 
decision because it has mutual advan- 
tages," Hawke said. 

The article in the armed forces news- 
paper has raised concerns in Canberra 
about misunderstandings arising about 
the Dibb Report on Australian defence 
posture, due for publication early in 
June — particularly in view of Defence 
Minister Kim Beazley's visit to Jakarta 
in March specifically to explain it. 

Australian defence officials said that 
Indonesia is not singled out as a poten- 
tial threat, even though the "island arc" 
from Sumatra to Fiji provides the only 
places a threat could form, short of 
superpower attack. Beazley's purpose 
was more to warn that in the debate the 
Dibb Report would start, some Austra- 
lians would cite old fears of an expan- 
sionist or aggressive Indonesia. Despite 
some comments towards the end of the 
Angkatan Bersenjata article, this ap- 
peared to have got across in the main 
body of the text. "Quite a symmetry has 
developed in the relationship," one offi- 
cial said. "Now we both have an emotion- 
alelementto keep under control.” O 
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Widespread violations mar the elections 





By Rodney Tasker in Dhaka 
Bangladesh's messy, 
controversial 7 May 
parliamentary elec- 
tion stirred a great 
deal of criticism for 
™ President H. M. Er- 
ERSHAD'S ` e$» 
— shad's military rule. 
But the end result is 
unlikely seriously to erode his power 
and almost certainly will give the pro- 
government Jatiya Party (JP) a simple 
majority. 
dá day saw widespread intimi- 
dation of voters, violent scuffles be- 
tween supporters of the 
two main contesting parties, 
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Only half the promise 


day protest strike on 14 May and spoke 
of a programme of other protests, 
it was clear she was not about to fol- 
low the course of Philippine President 
Corazon Aquino and try to use a fraudu- 
lent election as a means to overthrow 
regime through popular agita- 
tion. 

One reason for Wajed's compara- 
tively low-key reaction may be that the 


Muslim fasting month of Ramadan, | 


when people tend to become listless and 
inactive during the day, started on 11 
May, shortly after the voting. In marked 











for election registration on 22 March, 
when the party reversed its previous de- 
cision to boycott the’ polling because it 
was being held under martial law, an 
understanding was reached that if it 
took part it would receive funds towards 
its campaign costs and there would be 
no obstacle to the league winning a 
face-saving number — perhaps one- 
third — of the 300 national assembly 
seats. 

“There must have been some assur- 
ance to the Awami League that thev 
would get enough seats to satisfy them. 
commented one political 
source. 


bomb blasts, shootings and 
other attacks which left as 
ae many as 20 dead. Ballot 
boxes and even whole polling 
— | centres were hijacked by | 
1 gangs — reportedly mainly 


In many wavs it makes 
sense for the league, one of 
Bangladesh's most deep- 
rooted parties, to run in the 
election, however tainted by 
fraud it was, and then to be 


d from the JP, but also from the 





opposition Awami League. 

It was undoubtedly the 
most disorderly of Bangla- 
desh’s three parliamentary 
elections since independence 
from Pakistan in 1971, lead- 
ing to an unexplained suspen- 
sion of returns from one-third 
of the constituencies for a 
whole day after the election, 
and the ordering of fresh 
polls in a number of these by 
19 May. 

As leaders of the JP and 
the trailing Awami League 
charged each other with incit- 
ing the violence and fraud, 
and the Bangladesh Nation- 
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alist Party (BNP), which boy- Ershad; Wajed: rumour of a deal. 


cotted the elections, took 
a “we told you so" attitude, some ob- 
servers felt the scale of vote mani- 


pulation breached the bounds even of | 
| both immediately before and after the 


usual Subcontinent political violence. 
Yet Awami League leader Sheikh 
Hasina Wajed, whose party appeared 
to have suffered most in the melee, 
reacted with comparatively muted 
protests. 


While complaining that her party | 


had been cheated in more than 100 
constituencies — including those of 
senior colleague and former minister 
Kamal Hossain and other party stal- 
warts — she made it clear that at least 
she would be taking her own seat in par- 
liament. 

Although Wajed, daughter of 
Bangladesh's founder-leader, Sheikh 
Mujibur Rahman, called for a half- 
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contrast to the highly charged political 
atmosphere on polling day, there has 
been an air of calm bordering on apathy 


voting. 


B: many foreign and local political 

observers believe that there was a 

rivate, loose accommodation reached 

etween the government and the Awami 

League before the election. It is widely 

believed that on the eve of the deadline 
— — — — A62 —— — 


An arranged game?: page 46 
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installed as the leading par- 
liamentary Opposition party. 
Wajed could then come in 
from the political wilderness 
where she has been since her 
father was assassinated in 
1975 and gain the status of 
opposition leader, while her 
colleagues would gain a 
legitimate forum in which to 
work for their five-point 
plan, including the lifting of 
martial law and the restora- 
tion of fundamental political 
rights, even though Ershad 
and the military continue t 
call the shots for the im- 
mediate future. 

Perhaps even more impor- 
tant, both Ershad and the 
Awami League are keen to 
bury the BNP. From Ershad's point of 
view, the BNP is too similar to his own 
JP — a conglomerate centrist party, 
basically pro-Western and pro-China. 
They are similar in ideology and make- 
up and, in fact, the JP contains many 
who have defected from the BNP. And 
both parties were — by the army 
— the JP under Ershad's patronage, 
and the BNP under his predecessor, 
Gen. Ziaur Rahman, who ruled from 
1975 until his assassination in May 1981. 

The Awami League has lost some 
authority since its days in power, Many 
Bangladeshis look back ruefully on the 
violent, corrupt latter days of Mujib's 
administration. The party has lost its 
radical leftist edge with the departure 
last year of the Baksal group — origi- 
nally formed by Mujib in his last year as 
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the basis for a one-party state — from 
the fold to form a new party of its own. 
Other supporters of the league have 
been disillusioned by Wajed's decision 
to take part in the elections without 
gaining the concessions it had demand- 
ed from Ershad. 

Although the BNP may have an un- 
certain future, the fact that it stood by 
its decision to boycott the elections 
proved widely popular. The party 
leader, Begum Khaleda Zia, Zia’s 
charismatic widow, generally drew big- 
ger crowds than Wajed, and was well re- 
ceived when she accused the govern- 
ment and the Awami League of being in 
an “unholy alliance” to reduce 
Bangladesh to a subservient status 
under Indian influence. Popular resent- 
ment of India’s “big-bother” attitude to- 

wards Bangladesh is an emotive issue, 
and while the Awami League has always 
been regarded as pro-India and pro- 
Soviet, in the trite way that parties are 
labelled here, the BNP is looked on as 
'anti-India. 


An on paper the BNP has 
much in common with Ershad, his 
military and the JP, Begum Zia herself 
is thought to harbour great enmity 
against him because she believes he 
had a part in, or at least was aware 


of, the officers’ plot to murder her 


husband. 


It is believed Begum Zia also enjoys 


some support in the armed forces, 
mainly because of the immense popu- 
larity her late husband once had with 
the military. Observers noticed that Er- 
shad, using his martial-law powers, 
cracked down on the BNP's anti-elec- 
tion campaign only after Begum Zia on 
29 April called on the armed forces pub- 





licly to join her in resisting the poll. Er- | 


shad also had her confined to her home 
during the immediate post-election 





eadlines for days and a backlash of bad 
publicity for the regime. 

For his part, Ershad also denied any 
deal with the Awami League, though he 
was obviously grateful that, by taking 

art, the party gave the election credi- 

ility. "Seats are not chocolates that I 
can distribute,” he snapped at a press 
conference after the election. The 
Awami League is thought to have been 
quite happy when Ershad seized power 
in March 1982 because it brought an end 
to the BNP's rule. India, which looks on 
the party as its ally, was also prepared to 
go along with the coup for the same 
reason, and it is widely believed the In- 
dians may have brought some pressure 
to bear on the Awami League to take 
part in the 7 May voting. 

The Indian Embassy keeps a lower 
profile in Dhaka these days, probably 
reflecting a new feeling in New Delhi 
that Ershad's rule promises continued 
stability, which is a greater priority for 
the Indians than any special relationship 
with the Awami League. If there is poli- 
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tical turmoil in Bangladesh, surround- 
ing India is bound to be affected, with — 
in an extreme case — the prospect of 
hundreds of thousands of the country's 
100 million population pouring across 
the border. 

One notable fact is that there has 
been no coup or even a whisper of one 
against Ershad during his four years in 
power. There were 20 attempted coups 
against Zia during his rule and the 21st 
killed him. Ershad, who is still chief of 
the army and chief martial-law adminis- 
trator, takes care to consult his fellow 
senior officers constantly. 

*He is moderate, flexible and he lis- 
tens," one diplomat commented. Er- 
shad met his generals two days after the 
election when, according to sources, 
they discussed the poll and he assuaged 
any fears in the military that the Awami 
League would have too many seats in 


the assembly. 


hile it is believed Ershad will be 

content with a simple majority for 
the JP, rather than a two-thirds majority 
— which might detract from the assem- 
bly's credibility — the military would be 
disgruntled if he was seen to be sharing 
too much power with the Awami 
League. The military still remembers 
the “bad old days" under Mujib's 
league, when they were kept firmly in 
their barracks while Mujib's feared 
paramilitary, Rakhi Bahini, acted as 
their leader's political muscle. 

Therefore, if Ershad is to retain firm 
control of the country, he will have to 
keep a wary eye on his military flank 
while carrying out his oft-stated pro- 
gramme of handing back full democracy 
to his country. He has said he does not 
want a rubber-stamp parliament and 
that the military has no desire to have 
an institutionalised political role. But 
at the moment his 26-man cabinet has 
six serving military officers, including 
the two navy and air force deputy chief 
martial-law administrators, and he has 
the power to appoint one-fifth of his 
cabinet on a non-party basis. He wants 
parliament to ratify all the martial-law 
ordinances during his period in power 
and he told one press conference that if 
MPs did not vote for this, then parlia- 
ment would automatically cease to 
exist. 

Ershad has also made it clear that he 
intends that the next item on his politi- 
cal programme — a presidential elec- 
tion, which will probably not be held 
until November at the earliest — also be 
held under martial law, which will sub- 
sequently be lifted. 

In the final analysis, Ershad may 
have effectively reduced the political 
opposition's threat to his military re- 
gime for the moment. As one political 
analyst asked: “If a combined opposi- 
tion [the Awami League and the BNP] 
could not remove him before, how can 
half the opposition do it through parlia- 
ment?" o 
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Violence and foul play 


or ‘an arranged game?’ 


By S. Kamaluddin in Dhaka 
| EXE The 7 May polls to 
elect a 300-strong par- 
| liament 
amid unprecedented 
; violence and allega- 
tions of massive rig- 
N A ging by the govern- 
— | ment-backed JP. How- 
ever, the party, in turn, also accus- 
ed the Awami League, the biggest 
opposition party to participate in the 
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took place | 


election, of rigging polls by capturing 


large numbers of polling centres and | 


terrorising voters. 
So far. results from 264 seats have 


been declared and the results of the re- | 


maining seats will be announced after 
new voting in some of their polling dis- 
tricts scheduled to be held bi 
May. The JP has won 132 seats and the 


Awami League 70. The rightwing or- | 


thodox Jamaat-e-Islami has won 10 
seats and four communist or leftist par- 
ties 14 together. Independents won 27. 


According to analysts, the JP is likely | 


to get a total 152 seats to obtain a simple 
majority. This would also enable it to 
pick up 30 additional indirectly elected 
seats reserved for women. Besides, at 
least 20 out of the 30 independents ex- 
pected to win are former JP members 
and will support it on most issues. 

On polling day, voting in 284 polling 
centres out of 23,000 had to be sus- 
pended because of widespread distur- 
bances including the beating up of rival 
election agents, capturing of ballot 
boxes and clashes inside polling booths 
3 hired thugs of rival parties, At least 
20 people were killed and several 
hundred injured in fights, bomb blasts 
and gunfire. 





by 19. 





Wajed, at a hurriedly called press 
conference within an hour of polling sta- 
tions closing, accused the government 
of “vote piracy.” She said that ballots, 
instead of being counted, first “go else- 
where, are then manoeuvred and there- 
after announced. Instead of the return- 
ing officer announcing results, they first 
19 to the chief martial-law administrator 

Ershad] and are then passed on to the 
media." 

She announced that her party would 
dispute results in at least 50 seats and 
demand re-elections. She subsequently 
raised this figure to 100. 

Next day Ershad, while talking to 
newsmen, referred to Wajed's allega- 
tion of rigging and said: "Sheikh Hasin: 
had her rigging statements ready before 
the elections. She was preparing the 
ground for a defeat and thinking of the 
Philippines, but the last four years have 
proved that a Manila is not possible 
here." Dismissing allegations of rigging 
and the police taking the side of the JP, 
he said: “The Awami League members 
are experts in rigging." However, he 
paid tribute to the league for participat- 
ing in the elections and said it had shown 
"political acumen and wisdom." 


n the role of the police, Ershad said 
there had been allegations. and 
counter allegations. Many police offic- 
ers who had been recruited in 1972 were 
accused of favouring the opposition. 
The suspension of voting in 284 out of 
23,000 polling centres *was not bad at 
all, considering the political realities in 
the Subcontinent,” he concluded: 
A controversial three-member Bri- 
tish "observer team," consisting of Lord 
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David Ennals, a former Labour minis- 
ter, Martin Brandon Bravo, a Conser- 
vative MP and David Lay of the BBC, 
was invited by the Awami League-spon- 
sored, Philippine-style People’s Com- 
mission for Free Election which was es- 
tablished in April. In a joint statement 
they described the election as “a tragedy 
for democracy.” The hopes of political 
parties which contested the election 
thinking it would be free and fair were 
“cynically frustrated.” 

“From what we saw, the principal of- 
fenders in rigging the elections were the 
Jatiya Party. They were responsible for 
turning what could have been a historic 
return to democracy in Bangladesh into 
a tragedy,” the three said. 

JP secretary-general M. A. Matin 
countered what he called “systematic 
propaganda" against the party by the 
Awami League, accusing it of having 
perpetrated a “reign of terror" during 
the elections. “In fact, the Awami 

eague, which started the snatching of 
vallot papers and terrorising voters, has 
now started blaming the Jatiya Party for 
the same," he said to newsmen. 

Meanwhile, the BNP which leads a 
seven-party alliance and boycotted the 
election on the ground that it was "an 
arranged game" between the Awami 
League and the government, has asked 
the government to cancel the poll and 
hold another one on the basis of the op- 








Protester arrested: widespread disturbances. 


position's five-point demand under a 
neutral government. 

The Awami League held a rather 
subdued public rally in front of its office 
on 9 May and called for a six-hour coun- 
trywide strike on 14 May to protest 
against alleged manipulation and vote- 
rigging. Despite pressures from de- 
feated candidates and the party rank 
and file not to participate in parliament 
sessions when they begin, Wajed ap- 


pears firm in her intention of doing so. 

When asked by foreign newsmen if 
she would take her seat in parliament 
even if the Awami League demands for 
new elections in some disputed con- 


| stituencies were ignored, she said that 
1| she believed in constitutional politics 


and took part in the election as a part of 
the movement to restore democracy in 
the country. Her party would continue 
to struggle both inside and outside the 
parliament, she added. 

The acting Amir (president) of the 
Jaamat-e-Islami, Abbas Ali Khan, also 
accused the government of rigging the 
election and said that it had proved that 
their demand for holding elections 
under a caretaker neutral government 
was correct. The jaamat is expected to 
end up with 12 seats, emerging as the 
third-largest individual party in parlia- 
ment. 

However, the four pro-Moscow 
communist and leftwing parties have to- 
gether won 14 seats so far, to become 
the largest group of committed Left po- 
litical parties. The Communist Party of 
Bangladesh (CPB) and the National 
Awami Party (NAP-Unity Group) won 
five seats each while NAP (Mozaffar) 
and the Workers Party bagged two 
each. It was the the first time the CPB 
had managed to elect members to parli- 
ament since Bangladesh became inde- 
pendent. 
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currency, with a range of maturity 

periods and auto-renewal facility. 

You can invest in precious metals and arrange 
for credit facilities, foreign exchange 
and remittances to any part of the world. 
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Backed by the worlds leading bank. 


Citibank has more than 80 years’ experience 













private numbers listed below. 


in Asia. We have 2600 branches 

and offices in 95 countries, and 

our total assets exceed 

US$175 billion. 

At Asian Banking 
Center, you can make 
use of Citibank's 
financial expertise 


A skilled professional, 


your Personal Financial | Name 
Officer will handle all 

your deposits and transac- Address 

tions and tailor specific finan- | 

cial packages and investments | 

for you with the utmost discretion. YA 
Find out how easy it is to open an account | rel: 

with Citibank. Just call us on any of the | Country 

| 


Asian Banking Center: 

* Singapore: ! Shenton Way. Singapore 0106. Tel: 224-5757 Telex: R522462 
CITABC or 268 Orchatd Road. Yen San Building. Singapore 0023. Tel: 732-2288. 
elox: RS37446 CITABC 

* Hong Kong: Lee Gardens, 37 Hysan Avenue, Causeway Bay. Hong Kong 

Tel: 5-781390 Telex: 73243 FNCH 

* San Francisco: Citicorp Center. 24F, One Sansome Street, San Francisco 

CA 904104. USA. Tel: (415) 627-6495. Telex: 278374 

* Guam, USA: Citibank NA, 402 Marine Drive, PO Box PF, Agana. Guam 96910 
Tel: (671) 477-9881 thru 8. Tolex: 7216159 CITIBK 

* Canada: Toronto: 463 Dundas Street West Toronto, Ontario. Canada MST 164 
Tel: 416-9777272. 


Telex: 06-23626 or Vancouver. 612 Main Street. Vancouver 
2V3. Tel: 604-6827373. Tolox 04-508967 


For more information, simply fill in the coupon or attach a name card and 
mail to the location of your choice. (All correspondence will be treated in the 


wt widwide. B.C. Canada VBA 
onfidential ` 
: strictest confidence.) 
investment officers. a oe 


CITIBAN@ 


The world's leading bank 
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Power to the villages, 


and to the military 


Much of his earlier 
shyness and lack of 
confidence may now 
have disappeared, but 
Lieut-Gen. H. M. Er- 
| ES Shad still appears a 
) ERSHAD'S polea 
N BAUINCI restless military strong- 
- B i man. Holding a par- 
liamentary election, albeit under mar- 
tial law, was another step in his pro- 
gramme to deflect domestic and inter- 
national criticism of his four-year mili- 
tary rule while he impatiently tries to 
implement his blueprint for the survival 
of his desperately poor country, short- 
circuiting normal democratic processes. 
Instead of closeting himself in a 
palace with his generals, Ershad, 56, 
spends most of his time flying to differ- 
ent parts of Bangladesh to promote his 
pet policy: decentralisation of power in 
the form of upazila (or local govern- 
ment) rural development in a country 
where nearly 90% of the people live in 
villages. Using his martial-law powers, 
Ershad introduced in May 1985 a system 
under which the country is divided into 
460 upazilas, with elected chairmen 
supervising government servants from 
each of the development ministries. 
"Upazilas have come to stay, and 
they are liked by everybody," he told 
the REVIEW. “Through them I know 
exactly what is happening in 
Bangladesh.” Ershad was speaking in a 





Forward to 
fundamentals 


Although Bangladesh 
is an overwhelmingly 
Muslim country, it is 
an effectively secular 
state where common 
wisdom dictates that 
any popular swing to- 
wards Islamic fun- 


ERSHAD'S 


BAWINCING 
= © 


damentalism is unlikely in the near fu- 
ture. Yet the small but well-organised 





Muslim extremist Jamaat-e-Islami 
party fighting its first national election, 
won 10 seats in the 7 May poll making it 
the third-largest single party in parlia- 
ment. 

While most political observers con- 
centrated on the battle between the 
military-backed Jatiya —* and the 
Awami League, both basically moder- 
ate, centrist parties, others attached 
some significance to the emergence of 
the shadowy jamaat. The party claims 
to represent the Islamic conscience of 
the 85% Muslim population, denounc- 
ing the military government, martial 
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rushed interview in the northern provin- 
cial capital of Rangpur. his hometown, 
just before the election, During the day, 
in typical fashion, he had flown by | 
helicopter to three places in the poor 
rice-growing areas near Bangladesh's 
northwestern border with India. 
Ershad likes to criss-cross the coun- 
try almost daily to see how his upazila 
scheme is working, relying on a com- 
puterised central control-room in 
Dhaka to tell him which districts are not | 


meeting their food production, family- | 


planning and other development targets 
in an overcrowded country which still 
cannot feed itself and where the 2.5%- 
a-year population growth rate is a major 
problem. This time, however, 1t was ob- | 
vious that despite his claims of govern- 
ment neutrality in the election, he was 





law and the Western-style “social evils” 
that it claims persist in the country. 
The jamaat shuns relations with any 
other party, preferring to go it alone in 
what it sees as its mission to lead the 
country to becoming a full-blown Is- 
lamic state. It cautiously agreed to take 
part in the latest election, though its 
leader, acting party president Abbas Ali 
Khan, said he was apprehensive about 
the way the government would conduct 
the polls. In the event, late on election 
day, Khan withdrew from the poll in his 
Dhaka constituency because of “unpre- 
cedented terrorism and rigging.” 
Unlike Muslims in many Middle 
East countries, those in Bangladesh 
while devout, believe religion is a per- 
sonal affair, not to be paraded in public. 
That leads many observers to believe 








on the campaign trail to bolster candi- 
dates from the Jatiya Party (JP). 

The trip was arranged like his usual 
upazila visits, with upazila officials — 
as well as a coterie of senior army offic- 
ers — accompanying him on the stage as 
he preached “development politics, in- 
stead of the old politics of rhetoric.” It 
was obvious that Ershad's political op- 
ponents have a strong point when they 
accuse him of using his upazilas not just 


| for altruistic ic. ae purposes, but 
| as his grassroots po 


itical network. 


hile it is clear that the JP is headed 

by Ershad in all but name, and bene- 
fited from his nationwide upazila net- 
work during the election, the president 
is also acutely aware that he has to nur- 
ture another, even more powerful, con- 
stituency: the military. Army majors as- 
sassinated Bangladesh's first leader 
Sheikh Mujibur Rahman in 1975, and 
his effective successor to power Gen. 
Ziaur Rahman was gunned down by hj 
own army officers in 1981. Ershad is à 
infantry officer, and apart from 
being chief martial-law adminis- 
trator, is also on an extended 
term as chief of army staff un- 
til his scheduled retirement in 
November. 

One official close to Ershad 
said that while the president is in 
a hurry to establish his name in 
the 15-year-old country’s history 
and wants at least another five 
years to achieve this, he ts fully 
conscious of what author An- 
thony Mascarenhas decribed in 
his book on Bangladesh’s history 


that the jamaats appeal is 
strictly limited. Bangladeshis 
are also aware that the jamaat, 
originally formed in 1941, op- 
posed the 1971 independence 
Struggle against Pakistan. AN 
that time, jamaat activists 
gained a reputation for violence, 
and the party went underground 
after independence. 


However, the party com- 


prises a tightly knit, well-disciplined 


corps of some 2,000 cadres led by a 12- 
man committee of intellectuals and pro- 
fessionals. It allegedly receives ample 
funds channelled from Libya, Iran and 
Saudi Arabia, though this is denied by 
party officials. And with no ideology 
other than the consolidation and furth- 
erance of Islamic tenets, the govern- 
ment in opposing the party has to tread 
lightly. It cannot be seen to be moving 
against the proponents of a religion 
which it also espouses. 


he jamaat was only officially re- 
formed as recently as May 1979, 
after a law banning religious-based par- 
ties which had been enforced during 
Bangladesh's first seven years of inde- 
pendence was withdrawn. Since then, 
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he should give. up power, ‘they s ‘ould 
come to him in the daytime and ask him 
to, and he will do, so. The inference is 
that they should not arrive at night to 
shoot him, as was n fate of his two pre- 
decessors. : 
, The quiet- spoken. rather lacklustre 
president knows: that, the politicised 
| aimed forces feel,they have a right to 
play a substantial role in Bangladesh's 
destiny. He himself believes they should, 
: and has said so. "Ours is a disciplined, 
patriotic, efficient, force which also 
shares the happiness ; and sorrows, plea- 
sure and pain of the people," he told 
one interviewer bef 7s the election. But 
he added that the, armed forces did “not 
want any political role whatsoever.” 
At the moment, Ershad has an over- 
. whelming. political’ role of his own. 
While still wearing a general's uniform 
e has said on numerous occasions that 
e wants to share power with parlia- 
ns ment," so that I can have more time to 
think about macro-planning," as he put 
it to the REVIEW, But at the same time 
he has to maintain a difficult balancing 
act of ensuring the:military a place in the 
sun as Bangladesh progresses, which 
; means retaining the attributes of strong 
.personal leadership, while convincing 
„Civi ae politicians that he means to 
. keep;his word in restoring full democ- 
racy and dropping martial law. In a 
.country where, politics is part of the 
‘staple diet, there are many who would 
_love,to see him lose his balance. 
— Rodney Tasker 


the party has been steadily recruiting 
membérs mainly among urban profes- 
sional circles, including teachers, doc- 
tors, - ed d and journalists. “It is a 


well d party, and people who 
work in the party structure are commit- 
fed aM able," one diplomat said. 


In an interview, Khan told the 
REVIEW that taking part in the par- 
liamentary election was only a start in 
the party's non-violent, long-term pro- 
e eventually to form a govern- 
ment, o establish an Islamic state. 

was education minister in 
^an C then East Pakistan from 1962- 
d — and even moderately 
3 ee of a truly Islamic 
For instance, Pakistan, 
5* cy Rash criticised for its harsh 
rug i of Sharia law, should 
EE t in social justice and re- 
4 o ecd een id Islamic 

said. 
nea was no doubt that he even- 
tually wanted to put the full Islamic 
Pon. the country, with all the reli- 
codes, laws and other prac- 
M applied. Saudi Arabia, he 
had succeeded in this only ' "to a 
a extent.” Iran was “trying.” 


a di 3: — Rodney Tasker | 
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In Manila | 
one hotel created ‘Guest Relations’. 


You won't want to stay anywhere else. i 
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A good beginning, but the 
economy has problems 


JT 


A little over four 
years ago when Er- 
shad took power in à 
bloodless military 
coup, the country’s 
economy had been in 
a downhill trend ever 
since late president 
Ziaur Rahman's assassination on 30 
May 1981. He took immediate mea- 
sures to arrest the trend and firmly com- 
mitted his regime to promote the pri- 
vate sector through his New Industrial 
Policy in June 1982. 

The policy limited public-sector op- 
erations to six specific areas, opening 
the rest to the private sector. He re- 
turned 36 jute mills and 35 textiles mills 
to their original local owners and 
privatised some other nationalised in- 
dustrial units through public bidding 
and allowed the setting up of many 
small- and medium-scale industries, en- 
couraging others with fiscal policies. As 
a result, industrial assets owned by the 
private sector rose to 45% in 1986 com- 
pared to only 15% in 1972. 

“Ershad started off very well,” a 
leading industrialist told the REVIEW, 
“and adopted followup measures to im- 
plement his programme.” However, as 
he gradually became involved in his own 
brand of civilianisation to return the 
country to democratic rule, his priori- 
ties began to change. He became more 
interested in politics than economics. 


ta 
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In the past 18 months, he raised the | 
wages of public-sector industries twice 


by nearly 60% — buying popularity. Al- 
though these rises were only im- 
plemented in the public sector, the 
trade unions forced the private sector to 
follow suit. 

“In this country, you will find the 
most difficult collection of development 
programmes together with their atten- 
dant problems. It is a test case for the 
world and if it succeeds here, it will suc- 
ceed anywhere,” Bangladesh Finance 
Adviser M. Syeduzzaman told the 
REVIEW. 

Despite this rather dismal outlook, 
coupled with the adverse global econo- 
mic situation that existed in the late 
1970s and 1980s, Bangladesh has 
achieved on average a nearly 5% annual 
growth rate — fluctuating between 1% 
and 8%. In the past five years (during 
the second five-year plan period — 
1980-85), the growth rate was an annual 
average of 4%. 

The annual economic growth durin 
the third five-year plan (1985-90) whic 
was officially launched on 1 July 1985, 
has been projected at 5%. During the 
current fiscal year — the first year of the 
third plan — growth is expected to be 


about 4.8%. 
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The lacklustre performance of the 
second five-year plan was largely due to 
uncertainties caused by Zia's assassina- 
tion, the bloodless military takeover in 
March 1982 and unfavourable weather 
in four out of five years. However, 
foodgrain production which suffered 
during this period due to bad weather, 
recorded an average annual production 
increase of 3.5% , nearly one percentage 
point higher than the population 
growth. Per capita food availability in 
the country, however, remained stable 
because of the government's decision 
gradually to decrease foodgrain im- 
ports, Syeduzzaman said. 

The main concern of the government 
at the moment is that despite this mod- 
est economic growth, it has failed to 
trickle down to reduce mass poverty. 


Jute: emphasis switched from economics to pol 


Unemployment has increased to 32% 
this year, landlessness has increased to 
over 50% — there is no officially agreed 
figure on this — and the literacy rate has 
been reduced by 1% to 26% in the past 
five years. 


n order to provide increased employ- 
ment to the people, the government 
has adopted a five-point, short-term 
programme the objectives of which 
are: 
» Toachieve a higher economic growth 
rate. 
» Increasing investment in labour in- 
centive projects. 
» A programme for self-employment 
projects through special resources sup- 
port. 
» Expansion of social services, such as 
education, health care, availability of 
safe drinking water, etc. 
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groups through a “food for work” pro- 
gramme and a vulnerable group feeding 
programme. 

e agriculture sector absorbs about 
40% of the growing labour force and 
therefore, diversification in this sector 
has been emphasised. Attempts are 
being made to increase production of 
non-cereal items, fisheries and live- 
stock. 

Meanwhile, the falling oil price is ex- 
pected to benefit Bangladesh, though 
part of this benefit will be lost due to de- 
creased aid flow from the Middle East. 
The oil import bill; which in fiscal 1985 
was US$360 million, is likely to be re- 
duced to US$300 million during fiscal 
1986 and has been estimated to be 
further reduced to US$260 million in 
1987. Bangladesh currently imports 
about 1.1 million tons of crude and 
500,000 tons of refined oil products an- 
nually. 

Remittances from migrant Bangl: 
deshi workers are expected to increasc 
substantially to US$550 mil- 
lion during fiscal 1986, com- 
pared to only US$400 million 
in the previous period. How- 
ever, during the 1987 fiscal 
year, the figure is likely to be 
reduced by about 10-12% to 
about US$500 million. : 

Syeduzzaman also feels 
that the lower import bills of 
the rich countries due to 
lower oil prices may brighten 
prospects of economic assist- 
ance from them, especially 
from West Germany and 
Japan, “Japan,” he points 
out, “has committed itself to 
double its assistance to the 
Third World countries in 
seven years, almost 10% an- 
nually and part of its surplus 
on the oil import bill may 
€ fulfil that promise." 

angladesh's terms 0 
trade during fiscal 1986 is ex- 
pected to improve by 17% 
and the- Finance Ministry has projected 
further improvement in the country's 
terms of trade in the next year as well. 
Despite the adverse domestic situation 
and difficult international aid climate, 
inflation in the past three years re- 
mained below 12%. During the first 
nine months of the current fiscal year, 
according to Syeduzzaman, the annual 
inflation rate was recorded at below 
8%. “Stable domestic food prices,” he 
claims, “and lower import prices have 
contributed towards this lower inflation 
rate.” 

Foreign-exchange reserves at the 
end of the 1986 fiscal year are expected 
to rise by US$100 million to between 
US$450 and US$460 million — enough 
to cover eight to nine weeks' imports. 
By the end of fiscal 1987, it may further 
increase to US$500 million. 

— S. Kamaluddin 
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On the night of March 13th 1986 the GIOTTO spacecraft 
*, reached the climax of its incrédible journey. 
An encounter with Halley's Comet. —— 

- Over 91 million miles out in space GIOTTO is unlocking some 
of the secrets that have held the imagination of man for centuries. 
To make that rendezvous, a British Aerospace team had spent 
the previous three years building GIOTTO with the help of 
companies from 10 countries. - dm 

Since 1964 we've acted as prime contractor on 21 European - 
spacecraft, including the Olympus class, the most powerful 
communications satellites yet ordered. d 

. . These spacecraft, together with guided weapons systems, civil 
and military aircraft, form part of a rangeof aerospacesroducts 
unmatched by wok other company in the world. | 
_ Giving British Aerospace the skills and experience to meet the 
demands of tomorrow. Et 
„With 76 years to wait until the return of Halley's Comet, its 
, encounter was a milestone we could not afford to miss. 
. 4. Whoknows who will be there to meet it next time rounc 
D... s 
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ge logistics, distribution: call it 
what you will, the business of getting a 
load of cargo from Point A to Point B often 
comes down to the basics - like a trucker 
hauling freight through a snow-covered 
mountain pass. His job is to get the shipment 
to its destination on time 
and in perfect condition, 
and sometimes his personal 
initiative can make a crucial 
difference. 

ScanDutch knows. We've 
built our organisation 
around dedicated people. People who demand 
more of themselves than do even our most 
demanding customers. We think it helps 
explain why today we're both the largest 
single line in the trade and the one with the 
lowest rate of claims. 

Consider all we can do for you. Seven 
years ago we unveiled the first weekly con- 
tainer service between the Far East and 
Europe. Today we can put a total distribu- 
tion network at your disposal: With weekly 
calls to all the key ports on the route; with 
inland links by road, rail or feeder vessel - 
all closely coordinated with our deep-sea sail- 
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When you're demanding 


Regional Office, Hong Kong: 
ScanDutch Limited, Far East Management 
Tel.: 5-8921808 
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ings; and with “door-to-door” delivery and 
the peace of mind that brings. 

In 33 countries on two continents, you can 
call on a ScanDutch Agent, whether you 
need business information on a new market 
or help with customs clearance procedures. 
Should you need the profes- 
sional touch - to pack a con- 
tainer more economically or 
stow a piece of dangerous 
cargo - you can draw on the 
expertise of a ScanDutch 
Stowage Advisor. Plus there 
are all our “special” services: freight consoli- 
dation and re-consolidation, total distribution 
cost analyses, project cargo handling, etc. 

Demanding? Yes, yet well worth the effort. 
There's hardly a prominent shipper on the 
route that hasn't logged a transport mile with 
ScanDutch. And there's been the satisfaction 
of watching our competitors slowly get round 
to introducing fixed weekly service: imita- 
tion, as they say, being the highest form of 
flattery. All across Europe and the Far East, 
ScanDutch continues to deliver the goods. 
We have to - we have the most demanding 
customers in the business. 
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Mythical martyrdom 
of Benazir Bhutto 


By Jamal Rasheed in Lahore 


| Pu m id Fata 2 "up m va GF «| 
POLITICS h 


had a populist female leader. Yet in 
Peshawar thousands of Pathan tribes- 
men, who would kill a man if he so much 
as glanced at their wives or sisters, were 
quite willing to cheer on a young unmar- 
ried woman and even call her the next 
prime minister. In Punjab, a male- 
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he euphoric: reception for Benazir 

Bhutto since her arrival in Pakistan 
is unprecedented. in the country's his- 
tory. A cult is already in the making. In 
Faisalabad, Pakistan's textile industrial 
centre, workers. forced factory owners 
to close down so they could attend her 
rally and then waited 10 hours for her 
cavalcade to arrive through a sea of peo- 
ple. She addressed the rally at. dawn. In 
Sargodha, in the feudal heartland of 
Punjab, peasants who live in fear of the 
large landowning families deserted the 
wheat harvest, and stood for a whole 
day to line her route just to catch a 
glimpse of her. 

Barefoot people think nothing of 
walking 40 miles alongside her slow- 
moving truck, on top of which she sits 
on a gilded throne clapping and waving 
to her millions of admirers. It is both à 
demonstration of “people power" and a 
love affair with Benazir Bhutto at a 
mass level. 

How is it, pundits ask, that in a con- 
servative, Islamic society more than 10 
million people have turned out to see 
and listen to a 33-year-old woman and 
are asking her to be their next leader? 

One glib answer is the “Bhutto fac- 
.tor" — her father, former prime minis- 
ter Zulfikar Ali Bhutto, a charismatic 
but essentially flawed leader. has be- 
come a martyr in the subsequent years 
of military rule. The vounger genera- 
tion have no memory of the repression 
under his rule, while the older genera- 


tion remember that whatever his faults, | 


he was the first leader to address himself 
to the people and give them the courage 
to demand a better life. However, cults 
are made of more than this. 

Benazir is the political heir to her 
father and heirs count for a great deal in 
the cultural familial system of the Sub- 
continent. She has also suffered, having 
spent years in jail, house arrest and then 
exile. She has her own aura of martyr- 
dom, which she wears like a medal of 
honour and which the regime periodi- 
cally adds to by arresting her yet again. 

The millions of adoring young men 
who form the bulk of her rallies see her 
as a martyr in their own image. Each 
section of society tries to claim her as its 
own and this is reflected in the pop art 
that has sprung up spontaneously. One 
poster of Benazir shows her in a reli- 
gious pose, head covered, prayer beads 





| ings are the release of 





on her finger tips. Another shows her as | 


a liberated and glamorous woman, 
while a third shows her as a revolu- 
tionary, with clenched fist standing be- 
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| anger has been muted 


side Libya’s Col Moammar Gaddafi. 
She has cultivated this amorphous- 
ness, this impossibility to pin her down, 
by offering no concrete political mani- 
festo for the future, sidestepping im- 
portant foreign-policy issues and avoid- 
ing the internal fracas in her Pakistan 
People’s Party (PPP). 
e euphoria is also part penance, 
an exorcism of the deep guilt that mil- 
lions felt at their inability to prevent 
President Zia-ul Hag from hanging Bhut- 
to in 1979. People have felt frustrated 
and insulted by the military but their 


because of their fear. 
Now fear and guilt 
are being exorcised 
through the rallies. 
The crowds that at- 
tend Benazir's rallies 
are angry about the 
ast, curious about 
kec and festive about 
the present. There is 
an air of mela, the 
fairs in the rural areas 
that celebrate spring 
and harvest time. The 
joy and energy sur- 
rounding her meet- 


years of pent-up cul- 
tural suppression, ac- 
centuated by the 
force-feeding of Islam 
by a military regime. 
The personality cult has also been 
perpetuated by a party dominated by 
the Bhutto family. The PPP was 
Bhutto's creation and he dominated it 
totally, so that a modern organisation 
was not allowed to emerge. There has 
never been a genuine second or third 
level of leadership and Benazir, with the 
reception she has received, will take this 
personality cult even further. 


here are already desertions as other 

leaders accuse her of arrogance, dic- 
tatorial methods and vindictiveness. 
Like her father she appears unin- 
terested in building a modern party or 
holding party elections. The well-mean- 
ing party workers are thus caught in à 
web of contradictions. Not to project 
her is to lose support, the chance of 
power and her goodwill. To project her 
alone is to repeat all the mistakes of the 
past, but project her they must. 

The most interesting phenomena are 
perceptions of her as a woman. No Mus- 
lim country, except Bangladesh, has 


dominated feudal society, peo 
egaal enthusiastic abouf this 
e 


jabi and faulty Urdu. 


In fact people's acceptance of her . 
as a woman is partly rooted in Islamic © 
tradition, At a psychological level she .— 
is considered a symbolic widow twice — 
over. She lost both her father and her — 
brother, and under Islamic law a widow ~ 


is free to carry on family affairs 


le were - 
estern- 
ucated woman who speaks no Pun- - 
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obligations. Moreover she is a widow 
with a double burden of badla or re- 
venge. and is thus automatically granted © 
the freedom of movement and expres- 
sion until she achieves ` 
her aims. (In Bangla- 
desh, both the daughter 
of Sheikh Mujibur 
Rahman and the widow 
of Ziaur Rahman be- 
came political figures 
under similar circum- — 
stances.) | 
However. crucial to — 
her acceptance by the 
people is the class factor. 
Upper*class women in 
many traditional socie- 
ties are considered be- 
yond the pale of normal 
tradition. Women from 
the feudal class, as Bena- 
zir is, often run land- 
holdings if the men die 
early. They are also free 
to carry on an unques- 
tioned public role, Men 
accept a leadership role from npp ee 
women, eventhough they willoften notac- 
cept theirown women leaving the home. 
In a lengthy interview with the 
REVIEW, Benazir spoke of her popular- 
ity “as the expression of people who 
want change.” She added: “People are 
coming to me because they want to take 
charge of their destiny. They want an 
end to tyranny and injustice. They want 
democracy and stability and an end to 
the polarisations in society that the gen- — 
erals have brought about,” The hyper- 
bole she speaks in ts the hyperbole with 
If she has, as yet, offered no 


ro- 
gramme for the future, she has at beast 
allowed the peor to exorcise past 
ghosts. Soon she will have to convert the 
myths and legends she fosters into more 
positive images of effective rule. That 
will be her first real test as a populist 
politician. The cult will no doubt grow, 


| which the people receive her. 


but it will be à measure of her own 


maturity to see how far she cancontrolit f 
and what good can come of it. 
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Mike MacLachian in London 


-rt dealers here are bemused by an 
“A apparent reversal of the laws of sup- 
ly and demand — which has at the 
same time proved the awesome power 
f publicity, even in an area as special- 
ed and cloistered as the collecting of 
ntique Chinese porcelain. 

e cause of the astonishment is the 
sale at Christie's in Amsterdam of what 
as become known as. the “Nanking 
reasure,' a collection of Ming blue- 
nd-white porcelain which has spent the 
ast 200 years at thë bottom of the 
uth ChinaSea. — 

The 150,000 pieces of porcelain, 
e in Nanking in semi-traditional 
atterns but in European styles specifi- 
or the export market, was part of a 

















d, which was on a Dutch three- 


, The ship foundered in. “the 
China Sea southeast of Singapore 
in a calm January night in 1752. 

And there the cargo lay until it was 
rieved by Mike Hatcher, a British- 














cargo, including tea and gold 


born, Australia- and Singapore-based 
salvage expert who now finds himself an 
instant millionaire as a result of the sale. 

This was the largest amount of an- 
tique porcelain ever to come on the mar- 
ket at one time. Normally this amount 
would reach collectors only in dribbles 
over a period of 2 
have driven its price ‘down. Obviously, 
the rarer any commodity is, the higher 
the price it commands: that is the 
theory, anyway. 

But the Nanking Treasure fetched 
astonishing, unheard-of prices. At one 
stage, bidding was starting at a level 10 
times higher than the expected sale 
price. Saucers only inches across were 
fetching £100 (US$150). Soup tureens 
were fetching £700. And the star item, a 
floral patterned 380-piece dinner ser- 
vice of 144 place settings sold for £219,000 
— seven times Christie's forecast. 

And the gold ingots in the cargo also 
reached prices which staggered dealers. 


Traditional slipper-shaped taels were 


going for up to 10 times their value by 


0 years. This should - 


breached in this dra 

reasons are numerous : 

cording to art- world iisic er ; 
First there is the pure — fac⸗ 






tor. Christie's themselves pushed the | 


pre-sale publicity very hard and the 
story was taken up in a big way by the - 
European press and TV. And it was an | 
epic worthy of the front- -page treatment 

it got. 

Not only was a gr aphic account of the 
sinking itself from a junior officer on the 
three-master unearthed to stir the souls 
of romantics, but the press played heav- 
ily on the life-story of Hatcher himself 

- an orphan boy. brought up ina Dro 
Barnado’ s Home in northern England 
who went to Australia to become a . 
farm hand, and got his start in deep-sea gy 
diving as an underwater labourer clear- 
ing fouled propellors and untangling ' 
fishing nets. 






I: fact, the romanticism of the Hatcher 
story was a little overdone. Be- 
fore the latest find, he was alre ady a 
moderately wealthy man. In. the days 
before the collapse of the tin price, he 
specialised in salvaging sunken cargoes 
of tin ingots. ; 
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e ‘Bombay in industrial ty coon Sham- 
ao Chougule might be excused if he 
allows his latest success to go justa little 
S B head. For the 49-yeut-old self- 


first "champagne," an introduc- 
signment of which reportedly 
site a splash at its recent London 
Royal Mosseux, as the sparklin 

nade i India. with. Frenc 








aw can be applied pagne, ate a reduc 
ind bottled in the incus d re- 








| ert have been 
as conceding that, nominal 
aside, the wine from Bombay i is 
ible with the real thing from 

hougu and his French. asso- 
Champagne 
confident enough | of Royal Mos- 

D roject s an increase in produc- 








250,000 bottles to | 


too optimistic. Oenophily, the art of 
wine appreciation, has often been ac- 
cused of cultivating snobbery into a 
science, and connoisseurs are apt to be 
testy about brash newcomers seeking to 
gatecrash the charmed circle of tried- 
and-tasted chateaux. While Califor- 
nian, and more recently Australian, vin- 


tages have somewhat grudgingly been. 


allowed into the periphery of this exclu- 
sive domain, Asian wines, at best, are 
regarded as exotic curiosities. 

In recent years Indian lagers have 
enjoyed increasing popularity in such 
traditionally beer-producing countries 
as Britain and Germany, but the 
thought of Swadeshi champagne is ap- 


parently enough to cause real pain to - 
the cognoscenti. — Royal Mos- 
u 


seux has gained entry to Europe via the 


backdoor of Britain, it has received a | we 


less than royal reception in France, 
which is jealously protective of its right 


to be the only true home of champagne. | i 
idian product has been prohibited res 
mi French  col- | cor 


toning . de 





evene niens it SA PELA a eva RE 


French strains. were 
blending and in 1983 a “trial ru 


laborators’ name on its label, nor cant ito 
advertise the claim th , 
made by he € D 
T he 












serves the: ; the Gallie nystiqu 
ranks and declared the wrt 
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duct champagn 
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150 varieties of Indian grapes and collat. 
ing rainfall averages for the p 30 
years, a site was settee) in the: 
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for tasting. G 
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jJ. ‘shoul ibe paying * 
the sale. People were — loaning: a 

| dicates to pick up a set and then splitting 
| itamong them, sa * — s source. 
— The publicity he 
I Provenance —t 
| pieces — is a ve BORD occa in 
the pricing of art and antiques, A gap in 
the history mear iere may be some 
doubt about. And 
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seabed to auction room, was impecca- 








museum may in "the 
ces from the Amster- 
ith the proud catalogue 
: "Part of the Nanking cargo. 

|. Athird factor pushing up the price of 
| the collection was, paradoxically, the 
“sheer size of it. A number of dealers 
W bought up much larger quantities than 
they. ould previously have hoped for. 
no chance of anyone corner- 
| 1 tec irse, but it was ob- 
| vious ata number of people were hop- 
PC ing to obtain apetty slice of it for them- 



















— may is ia beer "political bn 
macro-economic factors involved. By 
coincidence, said one long-time ob- 


J The dassiching of Royal Mosseux 


calls for a toast to an irrepressible en- 


farming famil Barn in a Maharashtran 












E aig | steel tubes, Chougule 
bh ed out on his own and today his 
B dage empire includes everything from 

ering to hotels, shipping to — 
| ch: mpagne. 


 Countering the suggestion that wine 
: is in any way un-Indian, Chougule re- | 





provenance of t ese pieces, from shipto 
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po itical uncertainty, i in the Wake 


scare over nuclear fallout from ine 
soviet Chernobyl power station. 

At the same time, traditional invest- 
ment avenues in Europe are in a state of | 
uncertainty. Interest rates are down, 
currencies are fluctuating and 
stockmarkets are showing signs of insta- 
bility or at least drift. 

So it is likely that some of the first- 
time buyers, — to include pop 
stars and oil sheikhs, were looking at the 
sale as an investment rather than merely 
anew, if expensive hobby. But will they 
get their fingers burned? After all, it ap- 
pears that the sale has blown up a porce- 
lain bubble, which is likely to burst in 
the buyers’ faces. 

One dealer said dismissively: “In six 
months they won't be able to give it 
away.” But the majority are more san- 
guine. An auction-room source said: 
“Obviously if all the buyers did try to 
realise thetr investment in six months or 
a year that would be true. But that is un- 


likely to happen. 


"Even the dealers who bought large 
quantities are not going to sell their pur- 
chases quickly, but they will dribble out 
over the years. This was a one-off sale. 
There will never be another like it. I 
doubt whether anyone will make a kill- 
ing. but they probably won't lose 
either." 


fers to Hindu scriptures which “describe 
very clearly the whole process of crush- 
ing, filtration and fermentation that one 
does in order to produce sparkling wine. 
It must have been sparkling wine. I am 
convinced, even though I have no 
proof." Critics at home and abroad 
might dismiss such assumed scriptural 
dispensation as froth. But by shipping 
“simpkin,” the colonial coinage for 
champagne, fo the source of the 
erstwhile Raj, Chougule has shown that 


Indian enterprise certainly has a lot of | 


bottle. 





the US bombing of Libya and during the | 









f: 
i 
B 
| 





LAN Aangan tannanna aaa —— —7· rm ari Hr aer e ml — —— — 


: | | Settaiinal aniianiery in the 


| foolscap, page issue of 


dividends later in- saved time: ener 













neo ak "and 
others the CHINA 
essential reading 






















what is contained in e 











REPORT you'd have tore 
publications, not to mention 
own network of people report 
the D Zones i in China.” 













investment today may pay hand 









money. 











Hong, — 


Please: enter. my one year 
( 12 — ud the iei TRADI 
























jud ERO | 
MasterCard © 


"Diners Club 
Visa C . E 


Annual subscription. rates: c7 
HK$2.185 M$720 85635 US 


\ 


4 

, 
wW 
pi 


ILEI 


& 
lj 


BOOKS 


INDUSTRY 





‘Business Is business 


Kaisha: The Japanese Corporation by James C. Abegglen and George Stalk Jr. 


Basic Books, New York. US$14.95. 


The Japanese Automobile Industry: Technology and Management at Nissan 
and Toyota by Michael Cusumano. Harvard East Asian Monographs. US$25. 


he close publication of these books 

is more than just coincidental; it re- 
presents a watershed in studies on Ja- 
panese management. The first book 
deals with the macro level, and of its 
kind is very effective, though the fact 
that it covers the same ground, often in 
much the same language, as previous 
Abegglen publications weakens the 
overall impression. The second pro- 
vides a detailed study of two giants in a 
sector which has shaken Western tech- 
nology, management and sales to the 
core. Abegglen and Stalk provide an 
overview of the forest; Cusumano's de- 
tailed but never dull analysis shows us 
the trees, but is not blind to the fact that 
they are also part of the forest. 

According to Abegglen and Stalk Ja- 
panese companies, or kaisha. should be 
viewed as economic organisations not as 
the products of a mysterious, unfathom- 
able Oriental culture. Japan is after all a 
modern, industrial economy and like 
other advanced countries it operates in 
the market and is subject to economic 
principles. If the strengths and weak- 
nesses of the kais/ta are fully understood 
then the challenge they pose can be 
more than matched. 

The authors focus on certain “com- 
pie fundamentals” which have 

elped those kaisha that have survived 
the fierce competition of the Japanese 
market to appear on the world stage, 
and which they suggest can be adapted 
by Western companies. These are: an 
emphasis on growth, especially on at- 
taining high market share; watching 
carefully what the competition, domestic 
and foreign, is up to; achieving 
and then holding on to comparative ad- 
vantage by investment, regardless of 
short-term profit considerations; reduc- 
ing prices as costs decline, and intro- 
ducing new products which enable the 
cycle to continue revolving; finally the 
right ‘mix of financial and personnel 
policies. 

Government plays a part, but does 
not pull the strings or furnish vast re- 
search and development (R&D) funds à 
la the Pentagon; rather it helps main- 
tain an environment in which national 
effort is directed towards business ex- 
pansion. 

The chapter on finance, an area 
generally less well covered in~ such 
literature, is especially good. The au- 
thors question the assertion that Japan- 











! because 


ese companies enjoy a cosy relationship 
with the banks, particularly those be- 
longing to Keiretsu, or financial groups, 
and that this enables unacceptably high 
leverage by Western standards to fuel 
fast growth. Some of the most success- 
ful, world famous kaisha like Ma- 
tsushita, Sony and Canon are not mem- 
bers of keiretsu. A careful analysis of 
company balance-sheets, which give a 
superficial appearance that Japanese 
corporations are deeply 
in hock, shows that un- 
Stated net worth is as- 
tonishingly high. 

Unlike in Western 
companies, investment 
decisions are not deter- 
mined by corporate fi- 
nance departments, more 
attuned to capital mar- 
kets than the nitty gritty 
of production. Moreover, 
despite the low dividends 
paid, shareholders do 
very well out of their in- 
vestments in the long run 
of stock ap- 
preciation. The authors 
conclude, provocatively, 
that dividend payments 
amount to telling invest- 
ors that they can invest 
the cash better after tax 
than management itself 
can before tax. 

In a relatively short chapter on the 
foreign company in Japan, the authors 
argue that a presence in the Japanese 
market is the best way to compete head 
on with the kaisha and in the last two 
chapters they look at the pressures on 
the kaisha to go international — more a 
cultural than an economic challenge — 
and speculate on their future at home 
and abroad. Their message is not to 
underestimate the ability of the kaisha 
to continue strengthening their com- 
petitive fundamentals, but they also, 
shrewdly, point out the possibility that a 
combination of hubris and self-decep- 
tion about the outside world might yet 
trip them up. 

Cusumano’s book takes us from the 
general to the specific. It presents a 
wealth of data, some very technical but 
always clearly expressed, and evinces a 
consistently rigorous testing of —— 
tions. Unlike Abegglen and Stalk, 
Cusumano does not fall back on hollow, 


catch-all explanations such as Con- 
fucianism and familism to account for 
aspects of social and corporate be- 
haviour. Phenomena must be seen in re- 
lation to the historical circumstances in 
which they evolved, 

Cusumano confidently takes us 
through the story of how Nissan and 
Toyota transformed themselves from 
pre-war truck producers which became 
dependent on the military during the 
war to the major world producers of 
today. All along, even before the post- 
war era of high growth, there was ambi- 
tion to compete but never to dominate, 
and the Japanese themselves were very 
surprised b. the speed and extent of 
their success. The book brings out very 
clearly the contrast in style and ap- 
proach of the two companies which 
raises doubts — shared by Abegglen 
and Stalk — about whether we should 





be talking any more about "Japanese 
style management"; it is not mono- 
lithic. 

Toyota experimented with reverse 
engineering and came up to Western 
levels of production by a fusion of “ec- 
lectic borrowing" and in-house R&D. 


Nissan favoured tie-ups, importing 
manufacturing technology and then 
adapting it — in one case, computer 
software, it even passed on its acquired 
knowledge to a fellow group member, 


Hitachi. 
C usumano gives a full account of the 
policy of sub-contracting which has 
attracted a lot of attention in the West. 
It stemmed from a cautious outlook and 
involved considerable risk. It was clear 
early on that sub-contractors could pro- 
duce high-quality components at com- 
parable or lower costs than the karsha 
could themselves. As early as 1939 
Toyota had established a suppliers as- 
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sociation and Nissan followed suit after 
the war. These associations gave the 
sub-contractors access to new technol- 
ogy and a whole range of managerial ex- 
pertise which was eventually reflected 
in lower costs and fixed investment, 
smaller inventories and higher produc- 
tivity for the two companies. 
Productivity, and Cusumano is very 
strict in his definition, was further in- 
creased by the development of an inte- 
grated production system, symbolised 
by the famous kanban or “just in time" 
approach to inventory of Toyota, which 
took 15 years of persistence to perfect. 
Another boost came from improved 
quality control. Nissan and Toyota, like 
other Japanese companies, chose to in- 
terpret productivity in a broad, com- 
prehensive fashion to include identifica- 
tion of consumér preferences, which 
were then incorporated into product 
design, as well as the establishment 
of various controls over all aspects | 
of production, including manufactur- | 

















orkers: surprised by success. 





ing, procurement and customer ser- 
vice. 

The upshot of this drive towards high 
productivity and high quality was, and 
this will come as a big surprise, that 
in Japan Nissan and Toyota surpass- 
ed GM, Ford and Chrvsler in vehicle 
productivity at lower levels of invest- 
ment by the mid-1960s. This went un- 
noticed by Detroit at the time, and the 
big American producers did not re- 
spond as they should have by investing 
more. 

But this was not achieved by hard 
work, at wage levels which are still 
below those of the US, alone. The Ja- 
panese were consciously challenging the 
accepted wisdom of Western car ex- 
perts, which suggested that with no | 
major changes in product mix or pro- 
duct technology, manufacturing costs 
would not decline appreciably after 
100,000 units of production and would 
cease altogether after | million. Nissan 
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| self-aggrandisement, 


and Toyota proved that innovation in all 
aspects of manufacturing technology 
made such calculations obsolete. 

Production continued to rise, costs 
were further reduced and production 
designs, diversity and quality improved, 
a remarkable achievement undertaken 
behind protective barriers owing no- 
thing to supposed unique Japanese 
values, nor to Japanese bureaucrats 
picking winners. Any manufacturer 
could have done it. 

This staggering indictment of West- 
ern complacency underlines boldly 


| Abegglen and Stalk's contention that it 


is absolutely vital for foreign com- 
petitors, especially in the industries 
where the West is still strong. to have 
some kind of presence in the Japanese 
market in order to know exactly the 
latest developments. The achievement 
also illustrates vividly an argument com- 
mon to both books that the question of 
whether or not the Japanese are crea- 
live is not even “academic,” it is irrelev- 
ant. 


dere oma fascinating book is not 
only concerned with production 
systems and company organisation. It is 
also very strong on the human aspect of 
the story, and throughout one is re- 
minded of the importance of key indi- 
viduals: Taiichi Ono, the creator of 
Toyota’s Kanban system; Tetsuo Mat- 
suda who fought hard and lost the battle 
to establish an industry-wide motor 
union, a prospect which the Nissan 
management viewed with alarm and 
which they ruthlessly busted in 1954, 
creating a second, company, union 
which turned out to be a Frankenstein's 
monster; Ichiro Shioji who played a 
leading role in setting up the second 
union and who until his recent resigna- 
tion (REVIEW, 20 Mar.) made sure that 
management never forgot it. 

Contrary to what official company 
histories say about harmony and com- 
pany spirit, such universal traits of 
human motivation like opportunism, 
calculation and 
ruthlessness have also contributed to 
the growth of Nissan and Toyota. 

Cusumano has written a fine book, 


| richly suggestive for policymakers in the 


West and in the rest of Asia. Whereas 
Abegglen and Stalk tend to abstract the 
kaisha from the society and conflicts out 
of which they emerged and of which 
they are still very much à part, 
Cusumano reminds us sharply that 
Japan is not a system but a society. 
Abegglen and Stalk argue rightly that it 
is no longer possible to generalise about 
Japanese companies or about the Ja- 
panese economy and their informative 
book exhausts the potential of the over- 
view treatment. No one is likely to do it 
better, certainly no one should any 
longer try, Cusumano, on the other 
hand, provides an excellent model of 
how to proceed beyond generalisation. 
— Derek Massarella 





| — attains a high intellectual standard — 


Through the 
open door 


China by Robert Delfs, Thomas D. Gor- 
man and Owen D. Nee, Jr. Euromoney . 
Publications, London. No price given. 


| t is rare to pick up a book on the Chi- 
nese economy which is also a pleasure 
to handle. This deluxe edition — excel- 
lent as a gift for a newcomer doing busi- 
ness with China, and for old hands too. 
and contains a wealth of information. 

Lord Chalfont, Britain's leading 
writer on strategic affairs, writes about 
the dilemma and prospects of Western 
economic relations with China. 

On relations betwecn Hongkong and 
China after 1997, Chalfont writes: “For 
many it is simply impossible to conceive 
of half a century of viability for a free- 
wheeling, brash and extravagant 
capitalist enclave within the collectivist 


| system of the People's Republic." He 











makes the observation that the fate of 
Hongkong after 1997 will depend large- 
ly on developments in China and in its 
relations with the West. 

Michael Yahuda has contributed a 
succinct account of Chinese history (no 
easy thing to do in 10 pages). The 
REVIEW’s Robert Delfs has written a 
more detailed analysis of China's mod- — 
ern political and economic history, 
which is highly recommended. 

Delfs covers the complex relations 
between power and production in China 
since 1949, in a readable style, with 
numerous charts and statistics. He takes 
in oil production, transport, forei 
trade and a large number of other sub- 
jects, using the most up-to-date figures 
and information. In his 62-page over- 
view he misses no important points and 
draws on his experience as a China- 
watcher and economic analyst. 

He notes the recent discussion of the 
possibility that China may be moving to- 
wards a new form of capitalism in the in- 
terests of efficiency. But he takes the 
view that “the | Chinese] reformers’ abi- 
lity to convincingly defend their policies 
as socialist is in all likelihood essential to 
the survival of the reforms.” 

Owen D. Nee Jr has contributed a 
practical guide on the new Chinese 
"open-door" policy, on foreign invest- 
ment and Chinese law, with special re- 
ference to Western firms opening new 
operations in China. Among important 
topics covered are company registra- 
tion, banking, licensing and taxation. It 
also usefully features a model contract 
for joint ventures in China. 

An unusual aspect of the book is 
the glossy self-promotion of various 
firms who have been involved in busi- 
ness with China. They also happen to 
have sponsored the book. 





— David Bonavia 
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Manila moves to recover Marcos-era assets 


Bid to restore equity 


By James Clad and Jose Galang in Manila 
M forced transfer of wealth 

is under way in the Philippines as 
the successor government to Ferdinand 
Marcos' 20-vear regime continues to 
seize “ill-gotten” assets belonging to the 
former president and his associates. The 
threat of dispossession hangs over many 
once-prominent families and businesses 
— a prospect which casts long shadows 
over the sharemarket and complicates 
ties with half a dozen countries. 

Even conservative estimates of the 
alleged Marcos-era plundering suggest 
huge sums are involved: Presidential 
Commission. for Good Government 
(PCGG) commissioner Raul Daza says 
he first thought "crony wealth" might 
reach “hundreds of millions of [US] dol- 
lars.” He now thinks "it's in the bil- 
lions." Solicitor-General Sedfrey Or- 
donez reportedly told PCGG commis- 
sioners in April that Marcos or crony as- 
sets worldwide could total P 100 billion 
(US$4.9 billion). 

The significance of the effort to re- 
gain the crony holdings goes far beyond 
the sums involved, large as they are. 
Both the foreign and local business 
communities are watching the exercise 
closely. So are many banks — which 
often lent on the security of shares and 
other assets now sequestered by the 
Es. PCGG. If the Philippines rein- 
orces a reputation for arbitrarily seiz- 
ing wealth belonging to political "outs," 
it may not only tarnish its image but also 
jeopardise chances for new foreign in- 
vestment. 

(In 1972, after the declaration of 
martial law, some oligarchical families 
considered hostile to Marcos were ef- 


fectively dispossessed. Most prominent 
was the Lopez family of former vice- 
president [and Marcos running mate] 
Fernando Lopez, which lost not only its 
media interests but also Meralco, the 
Manila electricity utility. Subsequently, 
several other firms, local and foreign, in 
oil refining, sugar trading and coconut 
milling, were taken over, with varying 
degrees of compensation.) 


Every day brings new additions to 


the temporary empire of the PCGG, 
which is the Aquino government's agent 
for rooting out the crony holdings. By 
the second week of May, it had taken 
over 36% of Oriental Petroleum and 


Salonga: new powers. 


In the eye of the storm 


Presidential commission is given an invidious task 


he five-member PCGG sits at the 

epicentre of controversy surround- 
ing the new government's determina- 
tion to regain “national wealth stolen by 
Marcos’ cronies.” Chairman, ex-sena- 
tor and former political detainee Jovito 
Salonga presides over four fellow com- 
missioners: Mary Concepcion Bautista, 
Pedro Yap, Ramon Diaz and Raul 
Daza. They are all lawyers. 

In separate interviews, Diaz and 
Daza described the present state of 
PCGG investigations and insisted that 
their activities had been widely, and 
sometimes deliberately, misun- 


60 


derstood. “Sequestration is not the final 





act," Daza said. “It is simply a provi- | 


sional step leading towards forfeiture. 
We do not supplant existing manage- 
ment." 

Daza described the PCGG as “mak- 
ing the law and the regulations conform 
to due process . . . if we do not do that, 
there is no legal or moral basis to the 
commission . . . [we must] ensure we 
adhere to democracy and democratic 
processes. Otherwise we self-destruct." 

Those at the receiving end of the 
PCGG's attentions take a different 
view of due process, however. In the 


Minerals Corp. It had also come within 
effective control of another listed giant, 
San Miguel Corp., after freezing a 
33.13-million-share. transaction 
which followed its sequestration of 18 
million San Miguel shares previously 
controlled by Eduardo Cojuangco, a 
prominent Marcos crony. 

In a politically sensitive move, the 
PCGG had by mid-May also come close 
to impounding 16.2 million shares be- 
lieved to be beneficially owned by Mar- 
cos' brother-in-law, Benjamin Romual- 
dez, in another Philippine giant, Ben 
guet Corp. The sensitivity partly arises 
because Benguet's long-serving presi- 
dent, Jaime. Ongpin, became 
President Corazon Aquino's fi- 
nance minister, In another case, 
close Marcos associate Roberto 
Benedicto has lost 20 separate 
businesses to the PCGG — in- 
cluding hotels, high-rise flats 
and newspapers. 


arcos was barely on his way 
to exile in the US when 
Aquino began creating the 
machinery to “get back for the 
people the wealth plundered by 
Marcos’ cronies,” as she told 
the REVIEW last month. In her 
first formal presidential order, 
she created the PCGG on 28 
February. Her second direc- 
tive, 12 days later, froze all as- 
sets belonging to Marcos, to his 
family or to the large bevy 4 
hangers-on which develope 
during his long presidency. 
After a 7 May cabinet meet- 





routine hyperbole of Manila politics 


| they paint a picture of flagrant insen- 


sitivity, describing how the fight often 
intensifies when the PCGG's so-called 
“fiscal agents” begin supervising com- 
pany books. 

Both Diaz and Daza resolutely de- 
fend the commission’s activist role in 
sequestered firms, however. “We have 
to make sure the company does not 
bleed itself deliberately,” Daza said. 
“We know the way of thieves.” 


S peaking of the commission’s heavy 
intervention in the affairs of San 
Miguel Corp., Diaz said the PCGG ha: 
the obligation to “influence the com 
pany so that the correct things are done 

airness to other shareholders, for in 
stance. We cannot just sit back and al 
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ing, Aquino issued yet another direc- 
tive. This one gave PCGG chairman 
(and former senator) Jovito Salonga 
and his colleagues new powers to sum- 
mon people to testify, and to give im- 
munity in exchange for information. It 
also minimises normal procedural rules 
in PCGG-initiated court actions. Salonga 
himself in early April had already initial- 
led a set of regulations defining “crony 
wealth" and detailing the PCGG's take- 
over rules, “freeze” and “hold” orders. 

Both Aquino and Salonga (who has 
ministerial rank) have tried to make 
their guidelines comprehensive yet flex- 
ible. This is understandable as the 
PCGG has embarked on an exercise 
without precedent in the Philippines, or 
East Asia. Unlike changes in wealth fol- 
lowing changes in power elsewhere 
post-1965 Indonesia, Vietnam after 
1975, Sabah after 1976 or 1985, or even 
after 1972 in the Philippines — the los- 





ers in the February revolt deposing 
"Marcos are being hounded in a unique 
legal, and often contradictory, environ- 


ment. 

First, the new government wants the 
seizure of crony wealth coupled with at 
least the appearance of fair play. After 
the Marcos years, the new government 
must avoid the appearance of back- 
room dealing. Secondly, the PCGG 
holds no covert brief. 

Instead, the new regime describes 
the PCGG's job primarily as the re- 
covery, and return to state coffers, of 
“ill-gotten wealth." On 9 May, Diaz 
said cash realised from seized crony as- 
sets already amounted to P 1.5 billion; 
the commission has placed this sum in a 
Philippines National Bank trust account 
for the national treasury. 

In Salonga's rulebook, “ill-gotten 
wealth" means just about any kind of 

roperty tainted by improprieties or il- 
egalities in its conveyance, acquisition 
or appropriation. It includes the crea- 
'ion of self-interested monopolies and, 
generally, “taking undue advantage of 
official position, authority, relationship 
or influence for personal gain or bene- 


low a [dubious] transaction to hapen.” 

Diaz said also that the PCGG is 
ready to “move in people with voting 
shares of stock" to represent seques- 
tered shares. The PCGG, for example, 
has put three directors in the Phili 
pines Commercial and Industrial Bank. 
And the majority of directors in Orien- 
tal Petroleum are now from the com- 
mission. 

The PCGG's local opponents often 
include other segments of the govern- 
ment. Some disagreement over handl- 
ing “crony” forestry interests has sur- 
faced, for example, with the Ministry of 
Natural Resources (MNR). "Let's say 
you have a logging concession and the 
MNR finds that it should be cancelled. 
If it is a crony business we are going to 
sequester the assets, including the re- 
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fit.” Next to the hard task of recovering 
this wealth, the PCGG's other man- 
dated functions (investigating other cor- 
rupt acts and suggesting ways to stop 
them) are secondary. 

Popular misunderstanding of the 
term “sequestrate,” a word found in 
Aquino’s initial directive, also has led to 
misunderstanding. "If I had my way," 
Daza told the REVIEW, “I would have 
found another word.” Sequestration 
implies unilateral forfeiture of assets, 
including functioning companies. In 
reality, PCGG commissioners explain, 
crony firms are put “on stand-by,” usu- 
ally under the strict supervision of the 
several score of PCGG “fiscal agents,” 
until the crony taint is confirmed or ab- 
solved by court action. 


Fo example, in a 19 March seque- 
stration order involving 34 com- 

anies, the PCGG demanded the order 

e implemented “with a minimum 
disruption to these companies’ busi- 
ness activities” while ensuring “the con- 
tinuity of these companies as going con- 





ceivables. No one else can do it. Only 
we can,” Diaz said. 


Problems also surfaced with the 
Philippine Securities and Exchange 
Commission (SEC) which approved a 
transaction of 33.13 million San Miguel 
shares that the PCGG has hotly con- 
tested. SEC chairman Manuel Abello 
said on 31 March that “the [SEC] inter- 
poses no objection to the transaction.” 


D etermination of priorities began the 
day the PCGG was appointed. “We 
reached out first to the US and Switzer- 
land because the danger of concealment 
and transfer was very high. If we had 
tarried a few days over the New York 
properties, we would have lost them,” 
Daza said. “In Switzerland, just one or 
two days before commissioner Yap ar- 


cerns.” Court actions begin in July. 

Meanwhile, some writs have been 
filed in the reconstituted Supreme 
Court challenging the PCGG. A com- 
pany (Tourist Duty Free Shops Inc.) 
and an individual (former Philippines 
Airlines manager Roman Cruz) have 
challenged the constitutionality of 
PCGG sequestration. Despite Aquino’s 
provisional “Freedom Constitution,” 
(REVIEW, 3 Apr.), no one is sure how 


much “due process” the sequestered - 


businesses are entitled to. 


There is a singular lack of public | 


sympathy for those affected by PCGG ` 


“hold” orders (which by early 
vented about 100 persons from leaving 
the country) or by the commission's 


"freeze" orders (which effectively halt ` 
most financial transactions) and they” 


have little recourse until their “ill-got- 


ay pre- - 


ten" status is resolved. Apart from} 


strictly legal considerations, the Sup- 
reme Court's decision on the challenge 
to the PCGG will be a test of Chief Jus- 
tice Claudio Teehankee and his collea- 
gues' independence from a government 
to which they owe their jobs. 

Not only does the PCGG 
face stiff resistance from im- 
periled crony businesses, but 
competitors in the Manila 
power game also complicate its 
work. And while most foreign 
governments have been co- 
operative, others (notably 
Japan) have not. 

The PCGG currently ts over- 
seeing recovery suits in the 
US, has consulted the British 
over Hongkong assets (San 
Miguel has large Hongkong in- 
terests, for example, and Mar- 
cos’ wife Imelda is thought to 
have “conduit” companies 
there), received help from 
Singapore and won from Swit- 
zerland a prompt agreement to 
freeze suspected crony bank ac- 
counts — a move that left the 
Swiss banking community un- 
settled. A complete report from 


rived, attempts were already under way 
to get the money out.” 

nside the Philippines, priority went 
first to “properties in the national - 
tal, easily movable assets subject to de- 
pletion. And moving out from Manila 
we have now reached Mindanao, and 
are now going after [Antonio] 
Floirendo’s and [Roberto] Benedicto’s 
holdings there,” Daza said. Both men 
are known for their business connec- 
tions to the former president. 

The foreign dimension to the com- 
mission’s work can often be as rowdy as 
internal politics. Daza says he finds it 
“admirable” that “some governments 
have, either in person or through chan- 
nels, indicated that they are carrying on 
their own investigations. It is beautiful 
the way it is happening.” — James Clad 
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There have been less happy dealings 


than commissioner describing 


onc 


= Tokyo’s attitude in highly unflattering 


language. Evidence pointing to large 
commissions by Japanese businesses (fi- 
nanced by Japanese development aid) 


- has been raised in the Japanese Diet. In 


the US, Salonga estimates the numer- 
ous lawsuits launched by the PCGG will 
take at least three years to conclude. 
But apart from the foreign complica- 
tions or the galvanic effect each 
rumoured PCGG intervention has on 
listed (but crony-tainted) companies 
such as San Miguel or the Philippine 
Long Distance Telephone Co., other 
issues arise. These turn on two prob- 
lems: first, how much cooperation is the 
PCGG getting from other parts of the 
government? And — what. are 
the commission’s (and the govern- 
ments) ultimate intentions for the 
crony wealth it manages to seize” 


T he job of regaining ill-gotten wealth 


often seems indistinguishable from 
the next step — deciding who will bene- 
fit. Diaz insisted that assets such as 
sequestrated shares will be offered to 
the public by methods that will not de- 


_ press the market. He and his colleagues 
‘reject suggestions that the PCGG is be- 


coming, in effect, a giant investment- 
holding company. He says the PCGG 
aims to work itself out of a job. 
Meanwhile, it is not all easy sailing 
inside the government either. For 


example, forest licences were fre- 


quently abused by Marcos associates. 


Yet. Natural Resources Minister Er- 
— nesto Maceda told the REVIEW on 9 


May that the ordinary law (which pro- 


- vides for sanctions against abuse of li- 
 cences) might be à 


etter weapon in 
some instances than sequestration of of- 
fenders’ businesses. The pace of the 


- drive to recover "stolen wealth" causes 


division within the government, as does 
the range of the attack (does it extend to 


property gained by Marcos-era politi- 
cians who abandoned the former presi- 
- dent before February, for example?). 


And finally, a contentious, if not di- 

related, issue turns on whether 
es dispossessed during the Marcos 
era (such as the Lopezes or the Jacintos) 
should be able to claim back assets that 
became publicly-owned companies in 


the intervening years. Meralco and à 


steel company (Iligan Integrated Steel 
Mills, which became the National Steel 
after the Marcos government 
seized it in the 1970s) top this list. The 
new regime has already returned the 
steel mill to the Jacintos, but the 
Lopezes are still waiting for decisions 
about the electric utility and about the 
return of former broadcasting interests. 
The decision will set the tone of the new 
government's attitude vis-à-vis those 
who lost property at the last turn of the 
political wheel. o 
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S siia is expected in mid-May. 
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Small-scale concessions 


Indonesian liberalisation falls short of the mark 


By Paul Handley in Singapore 


Eoo has liberalised its foreign- 
investment rules, though few busi- 
nessmen in Jakarta expect it to be fol- 
lowed by a marked surge in investment 
proposals. The *May 6 Package" softens 
divestment requirements for foreign in- 
vestors and lightens the tax and domes- 
tic-materials-sourcing requirements for 
investments exporting at least 85% of 
their output. A brief outline of plans to 
develop export-processing zones round- 
ed out the package. 

The liberalisation came after a vear 
of unimpressive foreign-investment ap- 
plications to the state Capital Invest- 
ment Coordinating Board (BKPM). 
BKPM has, for the past three years, reg- 
ularly revised and simpli- 
fied its rules and proce- 
dures for foreign com- 
panies wanting to start 
up joint ventures. How- 
ever, investors have not 
reacted with the enthu- 
siasm the government 
hoped for. 

Foreign-investment ap- 
plications peaked in 1983 
at US$2.88 billion. In 1984 
the total was only US$852 
million, and last year it fell 
further to US$699 million. 
In addition, more than 
US$400 million in previ- 
ous applications approved 
by BKPM were cancel- 
led last year because the 
investments had not been initiated. 

The package appears to be a reluc- 
tant concession to foreign critics of the 
country's strict foreign-investment laws 
(which have defined a foreign investment 
as one with any level of foreign equity 
up to the maximum allowable 80%). 
Toshihiko Kinoshita, a senior analvst 
with the Export-Import Bank of Japan 
and formerly their representative in In- 
donesia, praised the revision, which fol- 
lowed many of the recommendations he 
voiced in a paper delivered to the Uni- 
versity of Indonesia in early 1985 
(REVIEW, 26 Sept. '85). 

Kinoshita at that time pointed to 
rules against foreign investors distribut- 
ing their own products locally and strict 
divestment requirements. He also said 
Japanese investors were hampered by 
restrictions on importing capital equip- 
ment and raw materials that were often 
far cheaper than the locally sourced 
goods they were required to purchase. 

The May 6 Package gives —— 
joint ventures the opportunity to 
treated as local investments, with access 
to cheap state-bank rupiah credits and 





INDONESIAN FOREIGN INVESTMENT 


control over their own marketing and 
distribution, if they divest 75% of their 
company to local interests, private or 
government. As an alternative, they can 
either offer 51% of company shares 
on the sleepy Jakarta stock exchange or 
divest 51% to Indonesian investors with 
a minimum of 20% traded on the mar- 
ket. 

This is a significant encouragement 
for local investors to put their capital in 
foreign-backed ventures. Previously, a 
company with any amount of foreign 
capital was strictly categorised as a foreign 
investment. Local businessmen prefer- 
red to start up their own firms which 
qualified for cheap credits and could 


REVIEWDIAGRAM by Andy Tang 
operate with much greater flexibility. 
The stock listing option is still unat- 
tractive. Because activity on the Jakarta 
bourse is restricted, most public com- 
panies must pay high dividends. These 
dividends are taxed, and as such must be 
even higher than the untaxed interest on 
bank deposits, currently 16-1876. 

Divestment requirements are 
slightly softened. Previously, a foreign- 
invested operation had to open produc- 
tion with 20% ownership in Indonesian 
hands. This had to be raised to 51% 
within seven to 10 years. Many com- 
panies complained that their Indone- 
sian partners could not come up with the 
capital to raise their stake and that, in 
cases where the company was not highly 
profitable, there was no interest from 
local investors anyway. Often foreign 
companies solved the initial 20% re- 
quirement by financing the share of the 
local partner. 

The 51% divestment target has now 
been set at a firm 10 years. If it still can- 
not be met in that time, the government 
is offering alternatives in the form of 
listing the shares on the stock exchange, 
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selling them to an Indonesian commer- 
cial or merchant bank, or to Indonesian 
interests different from the venture's 
original partner. 

The liberalisattón package provid- 
es that for as-yet undefined "high- 
risk” and “high-technology” invest- 
ments, local equity can begin at 5% and 
be raised to 20% over the venture’s first 
five years. Export-oriented invest- 
ments, defined as companies exporting 
85% of their output, can also follow this 
divestment schedule. 

Another revision praised by Jakarta 
analysts is that foreign investors can re- 
cycle their profits into both expansion of 
their own plants and investment in other 
local firms. This would presumably per- 
mit struggling local firms easier access 
to capital, technological and manage- 
ment inputs from foreign companies — 
and would turn them into foreign invest- 
ments. In theory, this could end up per- 
mitting foreign takeovers of local firms. 

Divestment rules aside, the package 
focuses on Indonesia's need to develop 


Jakarta Stock Exchange: inactive. 


competitive export industries. Export- 
oriented foreign joint ventures will be 
allowed to import materials and equip- 
ment currently restricted to domestic 
sourcing, if the imports are cheaper. 
The companies can also benefit from à 
new rebate system on duties paid for im- 
ported input into export products. 


Meses the government has an- 
nounced plans to open a bonded 
export-processing zone late this year in 
Jakarta, and possibly in Medan and 
Surabaya in the medium term. Foreign 
companies in these zones will be permit- 
ted to invest in areas of business nor- 
mally restricted to domestic owners. 
Like export zones elsewhere, imported 
materials and exports will be duty free. 

Kinoshita, who recommended such 
liberalisations to the Indonesian Gov- 
ernment, said they would be especially 
attractive to Japanese companies suffer- 
ing from the impact of the strong yen to 
their export competitiveness. Garment 
and canning companies are specific gov- 
ernment targets. However, details on 
the size and facilities to be offered in the 
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export zone have not yet been spelled 
out. Another Jakarta analyst said it ap- 

ared the government was going to 
eave it up to the investors to develop 
the zone's infrastructure. 

There is a contradiction in the new 
policy allowing companies to import 
materials that can be supplied locally, 
notes Kinoshita. Numerous materials 
— for instance steel, certain petrochem- 
icals and plastics, and tin plate — are 
strictly controlled to protect the coun- 
try's fledgeling import-substitution in- 
vestments. Most of these investments 
are monopolies which are uncompeti- 
tive with foreign suppliers, and they rely 
heavily on state protection. 

In many cases, petrochemicals and 
steel among them, investors have only 
committed themselves after being 
guaranteed protection by the govern- 
ment. Without the protection, there 
could be a negative effect on the larger 
foreign investments in import-substitu- 
tion sectors. On the other hand, if the 
government follows through with its 








package, this would be an important 
concession for exporters. 

The problem, a Jakarta embassy 
analyst observed, is that Indonesia 
often announces encouraging regula- 
tions but then erodes them with sub- 
sequent interpretations. 

For instance, the new regulations 
allow exporters and 75% Indonesian- 
held joint ventures to invest in areas 
normally restricted to domestic invest- 
ors. However, in cases where the 
foreign investment would “bring about 
problems” for existing local companies 
in the same field the investment would 
not be allowed. 

The government is expected to an- 
nounce a new schedule of investment 
areas open to foreigners in June. But it 
is felt these will, like the investment reg- 
ulations, fall far short of what existing 
foreign investors believe is needed to 
make Indonesian investment attractive. 
Investors say that though the country 
can supply far cheaper labour than re- 
gional neighbours, poor infrastructure 
and bureaucracy still weigh heavily 
against the country. oO 


To market, 
to market 


ingapore to allow trade 
in government paper 


By Nigel Holloway in Singapore 


week before the arrival of the 

world’s bond dealers for the annual 
meeting of their trade association, the 
republic's authorities have announced 
plans to develop a market in govern- 
ment securities, which will begin opera- 
tions by end-year. 

The Monetary Authority of Singa- 
pore (MAS), the quasi-central bank, 
which published its study on activating 
the local bond market on 12 May, plans 
to issue S$38 billion (US$17.3 billion) of 
treasury bills, notes and bonds, on à 
gross basis, in the five years to end-1991 
in an effort to nurture a wider and 
deeper capital market. Since there are 
no officially stated plans to cut the 40% 
withholding tax beyond an expected re- 
duction to 33% in the next few months, 
foreign interest will focus on the profits 
to be made on intermediation in an in- 
dustry which faces a steep learning 
curve. 

The government has no pressing 
reason for this bond-market exercise. 
Because Singapore has always been able 
to fund its budget requirements, thanks 
to the captive Central Provident Fund 
(CPF) retirement savings scheme, the 
government does not have to manage its 


| debt in the way less fiscally conservative 


countries must. The MAS is also satis- 
fied that existing tools for monetary po- 
licy — foreign-exchange swaps and di- 
rect lending to and borrowing from the 
banks — are adequate. 

Instead, the aim is broader and less 
immediate. On the demand side, a de- 
veloped bond market would fill the 
biggest remaining gap for investors. 
Singapore has the highest savings ratio 
in the world, vet there are only three 
main areas in which to invest this 
money: bank deposits, equities and 
property. 

)n the supply side, such a market 
would help establish the foundation for 
an active fixed-income securities mar- 
ket for statutory boards and firms, as 
well as government debt. This is already 
growing from a small base, thanks to fall- 
ing interest rates and the worldwide 
trend towards the securitisation of debt. 
The US fast-food chain McDonald's will 
be launching a S$15 million, seven-year 
bond in Singapore soon, and more firms 
are expected to follow suit. 

A steering committee of MAS offi- 
cials and moneymen is to be formed in 
about six weeks, after private institu- 
tions have given their reactions to the 
authority's consultative paper. The 
group will advise on legal changes, 





ESSE a eT n.n 


e$ ^. 


. clearing requirements and the licensing 


-o—— n -—À ——ÀM- o — — — 


e "9o ee 


- — 


- of approved dealers to prep 


are for the 
first issue of new góvernment securities 
by year-end. A training programme will 
also be arranged fot market operators. 

Although a government-bond mar- 
ket has existed in Singapore since 1959 
(the outstanding amount of gilt-edged 
securities currently” total$ S$18.1 bil- 
lion), big changes will need to be made 
to bring new life to its activities. 

Most of the outstanding bonds are 
held for statutory reasons., The CPF, 
which holds 75% of the total, is obliged 
by law to do so and the next-biggest in- 
vestors, the banks, hold 11% of govern- 
ment securities, because they qualify as 
guae assets. For insurance companies, 

5% of their life-insurance funds and 
55% of general-insurance receipts have 
i 


". 


MANAGEMENT 


Who's in charge 


to be invested in authorised assets, 
which include government bonds. Most 
government bonds have a 10- to 20-year 
maturity tailored to the CPF; there is, at 
the moment, virtually no market in gov- 
ernment paper with a maturity of less 
than 10 years. 

The new bonds will be redeemed 
within 91 days to five years. Banks’ 
liquidity requirements will be changed 
from a two-tier arrangement depending 
on the maturity of the asset to a single 
tier, with a new stipulation that govern- 
ment securities should make up at least 
10% of total liabilities. 

The most important institutional 
change would be the licensing of ap- 
proved securities dealers, similar to the 
system in the US (the revamped market 
is modelled on the American system). 


Changes to control of China’s factories meet resistance 


By Robert Delfs in Peking 

anagement reform, a key issue in 

the overall restructuring of China's 
urban industries, is meeting with grow- 
ing resistance. The entire reform pro- 
gramme may stand or fall on whether 
state-owned factories can become more 
oriented to profitability, efficiency and 
quality control. The key to this, Chinese 


economists say, lies in giving —— 


managers more authority to get the jo 
done within the factory, eliminating in- 
terference by outside authorities, and 
improving access to raw materials. 
These steps seem obvious, but the 
factory director responsibility system is 


| a direct threat to the power and perqui- 


sites of in-plant party committees, par- 
ticularly the party secretaries, who have 


— long held the reins of power in China's 
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state factories. Under the new system, 
their responsibilities would be limited to 
“ideological and political work” in the 
factory, which may mean little more 
than morale-boosting and counselling, 
or as the People’s Daily explained on 17 
March “using the exemplary role of 


. party members to influence and educate 


the masses.” 


Experimental implementation of the 
factory director responsibility system is 


now being extended to 27,000 enter- 


prises — about a third of the entire 
state-owned industrial and transport 
sectors. This follows unambiguous sup- 
port for the new reform in the ground- 
breaking “decision on structural econo- 


. mic reform" adopted by the party cen- 
tral committee in October 1984 and 
subsequent provisional regulations is- 
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sued by China’s State Council. 
But resistance is growing. In Chong- 
ing, where new experiments with the 
actory director responsibility system 
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began in the early 1980s with 392 fac- 
tories, “some comrades want to retreat 
this year,” and some administrative de- 
partments have attempted to reassert 
control over enterprises which had be- 
come substantially independent, the 
Chongqing Daily said on 20 April. 

Criticisms of the factory director re- 
sponsibility system concentrated on two 
points, an editorial in the Peking Jingji 
Ribao (Economic Daily) said on 10 
May. The first is the factory director's 
power to appoint middle-level leader- 
ship cadres, which some say violates the 
principle that the party should be in 
charge of cadres. The other is that some 
individual factory directors have abused 
their authority and undertaken “un- 
healthy" and illegal activities. 

Power of appointment to staff posi- 
tions is the key issue. One-man factory 
leadership was widely practised in the 
early 1950s, but came under criticism 
from Mao Zedong. After 1956, subor- 
dination of managers to the authority 
and direction of the factory party com- 
mittee became standard. Management 
by revolutionary. committees briefly 
supplanted the party committee during 
the Cultural Revolution, when the part 
leaders themselves were under saa 
from the Left. But the system of factory 
directors working under the leadership 
of party committees was reinstituted in 
the mid-1970s. 

Although in theory the plant director 
remained responsible for routine work 
under the leadership of the party com- 
mittee, in practice “everything has to be 
decided personally by the secretary of 
the party committee,” an article in the 
Peking People’s Daily on 17 March 
explained. “As a result, nobody is, or 
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They would have exclusive access to the 
MAS' open-market operations and 
would underwrite auctions for govern- 
ment securities. The four Singapore dis- 
count houses, which currently act as the 
main intermediaries in the money mar- 
ket between the MAS and the banks, 
are expected to be given the first four 
dealers’ licences. 


ix start with, only two more licences 
are likely to be granted — and the 
queue of applicants for these will be 
long. The MAS says these dealers may 
be fully foreign-owned. Tan Mong 
Tong, general manager of National Dis- 
count Co., the largest of the four, rec- 
kons that the dealers’ minimum capital 
requirement will be S$40 million. 

In order to avoid a significant cut in 








~ 


Textile worker: internal conflict. 


can possibly be really responsible for 
administrative work, decisions are 
made slowly, and efficiency is low.” 


qe principle that “the party is in 
charge of cadres," the Economic 
Daily editorial argued, “cannot be ques- 
tioned, but it is not a simple matter of 
the party committee having direct con- 
trol over appointments. [Rather] it is a 
guarantee of the party's political leader- 
ship over cadres, that cadres should 
meet party standards, work according 
to the party's demands and carry out 
party policies. Factory managers' power 
to appoint middle-level cadres is in ac- 
cord with this principle, because [it] has 
been decided upon by central party or- 
gans, and the factory director's author- 
ity to appoint and remove lower-level 
cadres is expressly stated in state council 
regulations." 

At present, “coordination of work 
between the party committee secretary 
and the factory director often depends 
on the personal relationship between 
the two — there is no necessary guaran- 
tee provided by organisational regula- 
tions," a People's Daily report on re- 
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poete sess liquidity, net proceeds of | 


ond sales (S$1.3 billion in the first 
vear, a further S$1.3 billion over the fol- 
lowing four years) will be recycled to 
the banks. Tan believes that the in- 





troduction by the MAS of open-market | 


operations, as an extra monetary tool, 
will help stabilise domestic interest 
rates. 

Although the government wants to 
attract individual investors to buy gov- 
ernment bonds (the minimum denomi- 


wait for a revival in the local stockmar- 
ket. She is hoping that turnover after a 
vear will be substantially higher than 
last year's S$2.1 billion. 

The interest from foreign investors 
will be minimal, though. In the view of 
one British merchant banker here. he 
would rather see the complete removal 


_ of withholding tax than these proposals 


nation will be S$1,000), most potential | 


punters are still reeling from the slump- 
ing stockmarket. The deputy director of 
the MAS' international department. 


for a bond market, however welcome 
they are in themselves. But the govern- 
ment does not want to internationalise 
the Singapore dollar. Fresh legislation 


| On tax treatment of government securi- 


Yeo Lian Sim, who was in charge of the | 


group which wrote the report, says the 
development of the bond market will be 
à slow process which should not have to 


— — 


forms in the Tianjin Radio Factory said 
on 7 March. This factory's experiment 
with the factory director responsibility 
system began in September 1984, 
"Those who found it most difficult to 
adjust were political cadres and old 
party members, who asked themselves 
and others, will party leadership still be 
necessary? Some political cadres who 
had received secondary technical or col- 
lege education wanted to take up pro- 
fessional work again, feeling there were 
no prospects for ideological and politi- 
cal work." 

The intensity of internal conflict in 
some enterprises was revealed in re- 
ports of legal suits brought against a fac- 
tory director by the party secretary at 
the Yingkou Dyeing and Textile Plant 
in Liaoning province. Appointed in Au- 
gust 1983, Wang Zhenlin carried out a 
series of "drastic" reforms in the loss- 
making plant, wiping out its deficit in a 
single year and bringing in profits of 
more than Rmb 2 million (US$629.000) 
in 1984, according to a report in the Pe- 
«ing People's Daily. 

But party leaders in the plant “bore 
grudges against him," and starting in 
February 1985 established ties behind 
his back, distorted the facts, and 
brought lawsuits against him every- 
where, said the People's Daily. City 
party organs received piles of materials 
"exposing" Wang. Each time the depart- 
ments reached a conclusion that the “ac- 
cusation does not tally with the facts," 
they cooked up new charges and started 
a new wage of accusations against him. 

The Yingkou party organisation sup- 
ported the factory director, and trans- 
ferred the party secretary and deputy 
secretary to different posts. In other 
cases, however, factory directors have 
had to compromise with the interests of 
the old party leadership. 

One solution to the problem of di- 
vided authority between the plant direc- 
tor and party secretary has been to re- 
cruit factory directors into the party and 
appoint them party secretaries. Known 
as the “doubling system," this approach 
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Machine factory: threat to in-plant party committees. 











ties may be required. The MAS says the 
new bonds will be taxable and the In- 
land Revenue Department is said to be 
looking closely at the tax implications of 
the eventual issue of deep-discount 
bonds, o 





is “less tenable in theory but more feasi- | 


ble in practice,” the Peking journal 
Jingji Guanli (Economic Management) 
explained last December, because a 
socialist enterprise is “an integrated sys- 
tem formed of the matrix of the party 
organisation, management and trade 
unions, which . . . objectively must have 
one, and only one, leader.” 

Even where it has been apparently 
successfully implemented, the factory 
director responsibility system is vulner- 
able to informal pressures from the 
party leadership and staff. This is one of 
the main arguments of economists who 
say that management must be support- 
ed by changes in the system of owner- 
ship of state-sector enterprises. 


“In the minds of some comrades. it 


seems that the responsibility of a direc- 
tor or manager is to treat staff and work- 
ers fairly. The target during a manager's 
term of office has become the extent to 
which staff salary and wage levels can be 
raised, the amount of bonuses that can 
be granted, and the size and number of 
staff dormitories that can be built," the 
party journal Hongqi (Red Flag) 
lamented on 16 October. o 








Offshore 
motivation 


A West German engineer turns 
around a factory in Wuhan 


he new hero of management reform 

in China is Werner Gerich, a 66- 
year-old retired engineer from West 
Germany, the only foreigner who has 
ever managed a state-run factory in 
China. His exploits as manager of the 
Wuhan Diesel Engine Factory have be- 
come much-discussed in China. 

Wuhan Diesel was considered an 
“advanced national enterprise” in 1965, 
and pioneered China's first — — 
tractor. But conditions deteriorate 


plant was praised by Mao 
Zedong. When Gerich took 
over in September 1984, man- 
agement was slack, basic work 
weak, and product quality had 
declined. 

Engaged through a West 
German volunteer service, 
Gerich first visited Wuhan 
Diesel as a consultant on new 
equipment, but, rapidly be- 
came convinced that basic 
management was the plant's 
biggest problem. Gerich told 
local leaders that he could ex- 
tend the useful life of their 
diesel engines from 3,000 to 
10,000 hours and get their pro- 
ducts into international mar- 
kets if they allowed him to run 
the plant. The Wuhan Munici- 
pal Party Committee agreed, 
and at the same time Wuhan 
Diesel became Wuhan's first experi- 
ment with the new factory director re- 
sponsibility system. 

One request Gerich made was the 
right to fire workers and to appoint and 
dismiss cadres. On his fourth day, 
Gerich discovered 146 water tanks in 
which holes for clamping screws had 
been mis-drilled, which would result in 
their mis-tapping, eee future repairs 
difficult or impossible. Gerich ordered 
all the tanks to be immediately re- 
worked. : 

The head of inspection for the plant 
disagreed, saying it would be enough to 
smear on quick-drying glue. Gerich 
found 108 completed engines with 





after the heady days when the - 


the same problem, and ordered all to- 


be disassembled and reworked. This, 
Gerich felt, was the key to the plant's 
problems. 


He dismissed the head of the plant's | 


inspection section, demoted the inspec- 


tors and workers responsible for the 
faulty water tanks. He also dismissed 
the plant's chief engineer, a university 


graduate, replacing him with a graduate - 


from a vocational middle school, and re- 
structured the plant's organisation so 
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- that the heads of 
| quality inspection, who previously 
reported to the chief engineer, would 
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now report directly to the plant man- 
ager. 

The rejection rate for engine-block 
and flywheel castings in 1984 was more 
than 32%. The reason, Gerich discover- 
ed, was that of six different moulds from 
the plant's original blueprints, only one 
set remained and this had been fre- 


. quently damaged and repaired, and so 
. no 


longer matched specifications. 
Gerich arranged for the tool shop to 


- prepare three new mould sets — 


to the original specifications for eac 
type of casting required and instituted 
roper procedures in the casting shop. 
e rate of rejection dropped to 12.6%. 
Attention to cleanliness and care in 
polishing machined surfaces and clear- 
ing burrs from ports paid more di- 
vidends. Before Gerich came, the Pe- 
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king journal Jingji Guanli (Economic 
Management) claimed, most engines 
leaving the factory had already suffered 
damage to the crankshaft and cylinder 
block due to foreign matter in the en- 
gines during the trial testing each 
machine received. 

Nearly 80% of the parts used in each 
engine were supplied by other enter- 
prises. Basic systems for controlling in- 
ventory of parts — labelling batches ac- 
cording to the factory that produced 
them and the date of manufacture and 
delivery — made it possible to identify 
the sources of sub-standard parts. This 
was apparently an innovation. 

Gerich calculated that, as a result of 
Starting machines late and shutting 
them down early, each worker lost 70 
minutes working time each day, which 
méant more than 700,000 man-hours 
annually. He insisted that machines be 
started promptly at 7 a.m. Gerich told 
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the shop floor and banned sitting in of- 
fices, reading newspapers and chatting. 
Noting the immense amount of time lost 
to factory meetings, he insisted that he 
rsonally approve any large meetings 
imself. 

Plant results over January-Novem- 
ber 1985 showed that output grew 14.9% 
during Gerich’s tenure, above-quota 
profits rose 61.4%, and the pass rate 
on first test runs rose from 80% to 
95.5%. 

Commented Jingji Guanli: “We 
often say that when there is a problem 
below, the responsibility lies at the top 
. . - but we often do not seek to see what 
happens in the final chapter, tending to 
settle things by leaving them unsettled. 
Is not Gerich's method, in various 
senses, the prescription we need to cure 
many of our persistent ailments?" 

— Robert Delfs 


ECONOMIC MONITOR THAILAND 


atmosphere last yeas, a combination 


. of favourable developments has given 


rise to hopes that the economy this year 


. will perform better than originally ex- 
| pected. Two series of oil-pfice cuts, de- 


clining interest rates and anticipated 


| heavy campaign spending in the lead-up 
| to the 27 July general election are ex- 
- | pected to help boost the economy. * 


Against last year's 4.1% gross 
domestic product growth, the Bank of 
Thailand (BoT, the central bank) has 
forecast this year's growth at 4.3%. This 


—] was revised in February, up from the 





. vered b 


| Nang projection of 4% made at the 
en 


of 1985. 
Given the House of Representatives 


- dissolution which necessitates new elec- 


tions (REVIEW, 15 May), some analysts 


_ now say the actual economic perform- 

= ance may turn out to be even better. In 

. most pest election campaigns, money 

. flowe 

. roads and gave away consumer goods 

. and other handouts to win votes. But in 
| light of the generally low purchasing 


freely as politicians built local 


power of farmers plus uncertainty over 


| the new government's economic policy, 


others caution that prospects for the rest 
of the year remain unclear. 

Private investment (outside the ag- 
ricultural sector) fared poorly in first- 
quarter of 1986. According to BoT 
statistics, capital-goods imports and ce- 


*ment sales — two key indicators — 


dropped 10.8% dnd 12.4% respectively 
compared to the corresponding 1985 
pefiod. The area of land in Bangkok co- 
newly granted construction 
permits fell 13.2%. 

Partly because of the poor loan de- 


alli 


| Outlook not so gloomy 


i |: contrast to the doom-and-gloom 





mand and also due to a massive private- 
capital inflow, bank lending grew by an 
unprecedented low rate of only 6.5% 
(compared to a 15.8% expansion in the 
first quarter of 1985). Exploiting low 
overseas interest rates in the face of re- 
latively stable exchange rates, corpo- 
rate borrowers brought in about Baht 
11.5 billion (US$429 million) in this 
period. 

With some exceptions, consumption 
also stagnated or declined. While the 
sales of 33 selected department stores in 
Bangkok rose 7%, nationwide beer and 
cigarette sales dropped 47.7% and 
6.8% , respectively. 

put of most goods manufac- 
tured for domestic consumption also 
declined. The production of liquor, 
soft drinks, cement and motorcycles 
dro ped 26.7%, 0.1%, 16.4% and 
16.5: % respectively. However, export- 
oriented products such as canned 
seafood, textiles and integrated cir- 


cuits showed strong gains. The cen- 
tral bank's industrial production index 
(based on major industries which 
represent 53% of the manufac- 
turing sector) registered a 2.896 
rise. 

Officials are hopeful that invest- 
ment and general economic activity 
will pick up in the second half when 
the impact from the various posi- 
tive developments in recent months 
will be felt. The government cut 
retail oil prices by an average 3.6% 
in February and again by 5.2% in 
late April. A series of interest-rate 
cuts were also effected in early 
March. 

One beneficiary of the world oil- 
price decline will be the external ac- 
count. The 1986 trade deficit, ear- 


nevew Raya lier projected at Baht 50 billion, is 


now likely to be substantially lower. 
This in turn will lead to a smaller cur- 
rent-account deficit. 

While vi as rose 11.6% in the first 
quarter (reflecting a surge in manufac- 
tures against a still-depressed perform- 
ance by commodities), imports declined 
6.775. This resulted in a record-low 
Baht 6.1 billion trade deficit in first- 
quarter 1986, or roughly two-fifths the 
size in the corresponding period last 
year. In particular, the value of oil im- 
ports — whose share to total imports 
has now declined to 21.4% as a result of 
rising domestic oil and gas production 
— dropped 16.5%. 

Owing to falling food prices, the 
first-quarter consumer-price index de- 
clined 0.2% from last-quarter 1985 but 
rose a modest 2.3% if compared to 
the corresponding first-quarter 1985. 
Officials expect full- ear inflation to 
stay in the region of 2%. 


— Paisal Sricharatchanya 
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TO EXPLOIT CALIFORNIA'S 
BUSINESS OPPORTUNITIES, 
TALK TO CALIFORNIA'S 

BUSINESS BANK. 


Not everyone knows that Union Bank of 
California is a wholly-owned subsidiary of the 
Standard Chartered Group. 

Nor is everyone outside California fully aware 
that it is not only one of that highly-competitive 
state's most successful financial institutions, but 
is also the only major bank to specialise in the 
corporate sector. 

For over seventy years, it has responded to 
the needs of the West Coast's dynamic business 
community — developing highly-advanced cash 
management, credit, trade finance, capital man- 
agement, corporate finance and consultancy 
services. 

It operates more than 20 offices strategically 
placed in major business centres in California. 

In so doing, it forms an important part of 
Standard Chartered's uniquely strong network 
around the Pacific basin - the world's fastest- 
growing business region. 

And it provides another example of the depth 
of our involvement in the major markets we serve 
all over the world. 

Union Bank's communications systems are 
fully integrated with Standard Chartered s, so we 
can put you in touch through any of our 2,000 
branches in over 60 countries worldwide. 

Contact us for more information. 

It could open up a new world of business 
potential. 
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Standard % Chartered 
STRENGTH IN DEPTH ACROSS THE WORLD. 


STANDARD CHARTERED BANK, HEAD OFFICE: 38 BISHOPSGATE, LONDON EC2N 4DE 












































It takes everyone 
working together to give you 
service that’s a work of art. 





On China Airlines everyone works together to make your flight 
something to remember. And that 

goes well beyond our flight and cabin 
crew. Our fleet for instance is the most 
modern in the sky. On average our 

planes are only four years old. From 
747's to the latest 747 SP's, 767's 
and new A-300's. To keep them new 
we have modern workshops and w 
meticulously trained ground crews and e & A 2 2 5 


mechanics CHINA AIRLINES 
We treasure each encounter. 





Amsterdam * Anchorage * Bangkok + Dhahran * Dubai « Fukuoka + Hong Kong * Honolulu * 
Jakarta + Jeddah + Kaohsiung * Kuala Lumpur * Los Angeles + Manila + New York « 
Okinawa * San Francisco * Seoul * Singapore + Taipel « Tokyo 





Paints 
Yuan Fen, according to Chinese philosophy, means that people end objects meet not by chance but because of destin, 


And by meeting can enrich each other. Just like an artist skillfully blending individual droplets of paint into è masterpiece 


COMMERZBANK W 


»Success 
is the product 


of a charted course 


and hard work« 


Strong gains achieved in 1985 


Earnings reach record level 
Equity base strengthened substantially 


Commerzbank achieved excellent results in 1985. Against 
a background of favorable market developments, all sectors 
- both domestic and international - surpassed their targets 
and increased market share. The year was highlighted by 
record profitability and a marked strengthening of the equity 
base, thus enhancing the prospects for sound future growth 
in line with the Bank's strategic objectives. The Group's equi- 
ty capital, bolstered by the Parent Banks capital increase 
in early 1986, now stands at DM 4.76 billion. 

Consolidated total assets in 1985 advanced by 11.8% to 
DM 1372 billion, while overall business volume reached 
almost DM 150 billion. Earnings for both the Parent Bank and 
the Group rose sharply to all-time highs. This enabled 
Commerzbank again to add significantly to its loan loss 
provisions and to reserves, and also to raise its dividend by 
one-third to DM 8, or 16% per share. 

Foreign commercial business, particularly export financ- 
ing, was brisk, and healthy growth was recorded. Com- 
merzbank reinforced its prominent position in international 
underwriting, lead or co-managing 100 foreign DM bond 
issues worth a total of DM 21.3 billion. 

It was also among the first to market DM zero bonds and 
FRNs. Asset management, induding investment counselling 
and broker/dealer services, contributed notably to the 


year's performance, as did the Banks international net- 
work. Overall, fee income was up 25%, and the rise in earn- 

Commerzbank (Switzerland) Ltd, Zurich, started oper- 
ations in May 1985, and a fourth U.S. office was opened in 
Los Angeles. Commerzbank is active around the world 
through some 70 outlets in over 30 countries. 





Commerzbank Group Highlights 














1985 1984 
m DM bion in DM bibon 
Total assets 1372 1227 
Borrowed funds 
up to 4 years 91.8 78.7 
4 years and over 38.9 38.5 
Total lending 94.4 90.3 
Capital and reserves 4.8* 3.1 
*as of March 31, 1986. 
For further information, please contact: 


Commerzbank AG, Hong Kong Branch, 21st floor, Hong Kong Club Building 
G.P.O. Box 11378, Hong Kong, Telephone: 8 42 96-66, Tx: 66 400 cbkhk hx 
Commerzbank AG, Tokyo Branch, Nippon Press Center 
2-2-1, Uchisaiwaicho, Chiyoda-ku, Central P.O. Box Nr. 1727, Tokyo 100-91 
Telephone: (03) 502-4371/4375, Telex: 125971 cbktok 


Commerzbank (South East Asia) Lid., Tower 40, DBS Building 
6, Shenton Way, P.O. Box 3314, Post Office: Maxwell Road, Singapore 9053 
Telephone: 223 48 55, Telex: 27189 cbksin 


Foreign Branches and Subsidiaries: Amsterdam, Antwerp, Atlanto, Barcelona, Brussels, Chicago, Hong Kong, London, Los Angeles, Luxembourg, Madrid, 
New York, Osaka, Paris, Rotterdam, Singapore, Tokyo, Zurich. Representative Offices Abroad: Beijing, Buenos Aires, Cairo, Caracas, Copenhagen, Jokarto, 
Johannesburg, Manama (Bahrain), Mexico City, Moscow, Rio de Janeiro, SGo Paulo, Sydney, Tehran, Tokyo, Toronto. 
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Foundations of success 


An Indian housing-finance group lends its expertise abroad 


By Meenakshi Behara in Bombay 


* years of success at home in help- 
ing overcome India’s chronic hous- 
ing shortage, the Housing Development 
Finance Corp. (HDFC) is sharing its ex- 
pertise in raising and lending funds for 
private housing with neighbouring 
Nepal and Sri Lanka. 

ndia has a huge shortage of decent 
housing. Even the government lacks the 
resources to bridge the gap — and the 
private sector has for the most part 
shown little interest. At the beginning 
of 1985, India faced an estimated 
shortfall of 24.7 million dwellings, and 
new demand during the five years to 
1990 may reach 16.2 million units. 

In urban areas alone, taking care of 
the backlog and meeting new demand 
would require 9.7 million new houses 
and flats to be constructed during those 
years — a very tall order. Public outlays 
on housing during the seventh plan 
(1985-90) are set to rise 66?5 over cor- 
responding figures for the previous 
plan. But that is still not enough: 
seventh-plan outlays are set at less than 
Rs 25 billion (US$2 billion). The gov- 
ernment has accepted that private-sec- 
tor investment is the key. 

But even if it were willing, is the pri- 
vate sector capable of mobilising re- 
sources of this magnitude? After invest- 
ing an estimated Rs 180 billion in hous- 
ing between 1980 and 1985, the private 
sector would neéd to mobilise at least 
Rs 290 billion for housing during 1985- 
90. The singular exception to the lack of 
private-sector interest has been HDFC. 

Considering that HDFC is only some 
eight years old, its progress seems re- 
markable. In 1976, when its founder, 
H. T. Parekh, raised the idea of an Indian 
variant of British building societies, 
most top banks were understandably 
sceptical about loan recovery: the 
nationalised banking sector had never 
had very high recovery rates on priority- 
sector lending. But with backing from 
sections of Indian industry and a sur- 
prisingly positive response from the 
capital markets, the HDFC began 
operating late in 1977. 

By the year ended June 1985, the 
HDFC had approved loans worth more 
than Rs 1.35 billion, and disbursed as 
much as Rs 930 million. Performance in 
the current year seems to have surpass- 
ed previous years: informed sources 
suggest that approvals may top Rs 185 
million, with disbursements seen at 
some Rs 1.35 billion. Profitability is ex- 
pected to rise from a pre-tax Rs 74 mil- 
lion for the year to June 1985 to well 
over Rs 80 million in the current year. 

Behind this kind of growth has 
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been innovative resource mobilisation. 
Where public financial institutions rely 
on executive fiat and fiscal-policy in- 
ducements to raise resources, HDFC 
has aggressively marketed its instru- 
ments with substantial success. Depo- 
sits under its certificate-of-deposit 
scheme, for instance, grew more than 
160% to Rs 1.76 billion during 1983- 
85, in comparison to bank-deposit 
growth rates of just over 20% annually. 
And HDFC's schemes dove-tailing pre- 
sent savings with future housing loans 
have also evoked a favourable public re- 
sponse. 

HDFC has also had substantial in- 
flows of concessional long-term funds 
from floating bonds in the US markets 
under the Housing Guaranty Program- 
me of the US Agency for International 


Ts ree. 


Bombay slum: 





Development (USAID). HDFC used 
the US markets to raise US$50 million 
last year, and it holds Indian Govern- 
ment approvals to raise a further US$40 
million. Falling interest rates in the US 
markets might persuade HDFC to use a 
long-term instrument, like a 30-year 
bond. 


oday, after having catalysed hous- 

ing investment in excess of Rs 14 bil- 
lion, HDFC's sights are quite clearly set 
on the future. The need for a housing-fi- 
nance system which takes the supply 
side of housing into consideration is 
being talked about. Hard on the heels of 
the seventh plan's emphasis on prefabri- 
cated housing, HDFC has started talks 
with two prominent construction com- 
panies on the possibilities for tie-ups on 
large-scale prefabrication construction. 


ng. REUTER 


Simultaneously, a new direction to | 


its commitment is becoming obvious in 


its moves for a Rural Housing Finance — 


Corp. With the support of the Industrial 
Credit and Investment Corp. of India, 
the Aga Khan and the International Fi- 
nance Corp. (IFC) (an affiliate of the 


World Bank) and the possible involve- _ 
ment of the Gujarat state government, a 


much larger effort than its pilot 250- 


house project in Gujarat seems likely. — 


With its expertise in resource mobili- - 
sation and recovery management in an 
underdeveloped financial market, 


HDFC is increasingly visible as a con- — 


sultant to fledgeling housing-finance 


d * 


bodies in the developing world. After | 


completing a shelter-sector assessment 
in Sri Lanka for USAID, repeat man- 
dates have been numerous. 

In 1983, 
HDFC to work on an organisational 
strengthening of the Sri Lankan Gov- 
ernment's State Mortgage & Invest- 
ment Bank (SMIB). Sri Lanka had just 
decided on a target of building | million 
houses in 10 years and an expansion and 
streamlining of SMIB's operations was 
needed. SMIB had, until then, relied 
totally on government funding for its re- 
sources. But, following HDFC's advice, 
it moved to tap the Sri Lankan banking 
and corporate sector. The results have 
been spectacular: loan approvals rose 
from Sri Lankan Rs 158 million (US$5.6 
million) by end-1983 to Rs 367 million 
by end-1984. 

By 1985, HDFC was back, assisting 
SMIB in developing a long-term corpo- 
rate plan, newer strategies for resource 
mobilisation and manpower develop- 
ment. SMIB was immediately guided 
into low-cost borrowing avenues to hel 
beef up its profitability. Breaking o 
from its earlier emphasis on high-cost 
loans to middle-income groups, SMIB 
started mixing its portfolio with lower- 
income group loans — in keeping with 
USAID policy. 

HDFC even raised the idea of joint 
borrowing on US bond markets under 
the USAID's Housing Guaranty Pro- 
gramme, with a view to getting finer 
spreads with a larger-sized offering. 
And it has taught SMIB to use fiscal incen- 
tives to improve the attractiveness of its 
loans to the public. Now, both the prin- 
cipal and interest payments are set off 
for income-tax purposes. 

In Nepal, HDFC has worked for 
USAID and the IFC on a feasibility” 
study for developing a housing-con- 
struction and finance system in the pri- 
vate sector. It is now examining the 
feasibility report and indications are 
that in this case, the HDFC might even 
come in as an equity holder in the 
Nepalese organisation. The proposed 
corporation is to be set up later this year 
with a Nepalese Rs 30 million (US$1.5 
million) equity. HDFC may, subject to 
the Indian Government's a 


nical assistance. 


roval, | 
take up to 15%. It will also provide tech- _ 


USAID commissioned. — 
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Pakistan's top 22 
find new challengers 


By Husain Haqqani in Islamabad 


| Fo nearly two decades, Pakistan’s 
M politicians and social scientists have 
- assailed the 22 families commonly be- 
lieved to control most of the country's 
industrial assets. Although the names 
on the list may change from time to 
| time, and the figures used to "prove" 
— those families’ dominance have some- 
times been found to be wrong, the “22 
. families" concept continues to occupy a 
| prominent place in the political rhetoric 
| of the country. 
| Since 1968, when the phrase was 
| coined by then senior civil servant (now 
| minister for planning) Mahbubul Haq, 
| Pakistan's industrial ownership has be- 
J come more dispersed, both geographi- 
. cally and in terms of ownership. Nowa- 
| days, there are probably several 
| hundred families controlling the same 
| percentage of assets held by just 22 in 
| the late 1960s. 
» A Evenso, a relatively small number of 
| families still occupy a prominent posi- 


- tion, though most play down their fami- | 


| ly or group identity. Some of the older 
| families lost their clout after large-scale 
| nationalisation by previous govern- 
. ments, and failed to recover it durin 
| the military rule under President Zia-u 
| Haq. Others survived, to rebuild later 
| — while some once-small groups found 
| a place among major business families. 
| The private sector cannot be said to 
| dominate domestic industry — except 
perhaps in the case of textiles, where 
| private ownership prevails. Despite re- 
| cent government moves to encourage 
J private participation in cement, sugar 
| and some steel-related activities, the 
| public sector still dominates such key 
i E sectors as fertilisers, cement, engineer- 
| ing, steel, cars and edible oils. How- 


| ever, the government has virtually stop- 

| ped new industrial investment, limiting 

| itself to modernisation or to finishing 
projects already in progress. 

C Even at the height of their economic 
| influence, Pakistan's leading business 
| families were not comparable in power 
| to, say, the Tatas or Birlas in India. 
| Nevertheless, the 22 families in 1968 
| controlled 66% of banking assets — so 
| the nationalisation of banking and life 


M 
— One of the major effects of nationali- 
| sation and adverse publicity given to the 
22 families during the 1970s has been to 
i . convince them of the need for a low pro- 


| stige to be among the top 22, and those 
| who were not often tacitly encouraged 


suggestions that they were. Now the re- 





verse is true: wealthy families have shel- 
tered their fortune behind a multitude 
of partnerships and private companies, 
with unpublished accounts. They have 
also nominated non-family profession- 
als as directors on the boards of listed 
companies which they control. 

"Major business families have been 
characterised as blood-suckers and 
leeches for so long now that we would 
rather not reveal the extent of our busi- 
ness activities," said said one major in- 
dustrialist. 

The present government is commit- 
ted to encouraging and expanding the 


Be Mu * 
Left to right: Yusuf Shirazi (Atlas group); Rafiq M. Habib (Habib group); Hamid D. Habib 
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ure subsidies, 
and other concessions. The absence of — 
meaningful financial disclosure makes a 
ranking of companies difficult, |. . g 
An analysis óf çompanies listed on 
the Karachi Stage Exchange (KSE) re: 
veals that identifiable family-controlled 
companies have declined in proportion 
to total companies. as well as in terms of 
total net assets of all listings. Only 15, 
years ago, 10 families or groups control- 
led a third (and the top 30, more than 
half) of total assets listed on the KSE. 
Control by the top 10 is now estimated 
at only 12?5, while. 30 families account 
for no more than 25^5 of listed assets. 
Meanwhile, family-run businesses, 
which in the past depended upon the 
traditional skills of family leaders, now; 
employ professional managers. 
Younger family members have often 
been trained at Western business 
schools and retain top positions in fami, 
ly companies. Some families, such a 
the Habibs, rely very heavily on profes _ 
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(former presidential trade/industry adviser); Ahmed Dawood (Dawood group). 


private sector. But the wealthy fear that 
a future government might well revert 
to nationalisation. This fear has kept 
several major families from resuming 
industrial investment, and encouraged 
them to pursue business overseas, nota- 
bly in the Middle East, where they put 
their capital in the post-nationalisation 
period. 


thers got involved in trade or real es- 
tate after selling off industrial assets. 
Some of this capital could return if the 
government goes ahead with its plans to 
privatise certain public-sector com- 
panies — though their former owners 
would prefer control, which the govern- 
ment is not offering at present. 
Pakistan's private sector is generally 
considered more efficient than the pub- 
lic sector, though statistics are by no 
means always reliable. Companies are 
known to juggle their accounts in order 


— — — — — — — — — 


sionals and have brought them into 
senior management. The strategy of 
most families is to retain control 
through positions on the board, while 
turning over daily decisions to profes- 
sional managers. 

Most influential business families re- 
tain significant government and politi- 
cal connections — though unlike tn the 
1960s, most now stay clear of direct poli- 
tical involvement. Some of them rose to 
prominence through these connections, 
while others have used their ties to pro- 
tect and expand business interests. 

The share of Pakistan's private sec- 
tor in industrial investments has in- 
creased substantially — though it still 
falls short of targets set under the Sixth 
Five-Year Plan (1983-88). This envis- 
aged private industrial investment of Rs 
62 billion (US$3.8 billion), including, Rs 
28 billion in investments already ap- 
proved but not made under the previous 









JW begun to | 
agn at difficu tics in 
tting government approvals. 
. Most of the pars implemented 
iring the first thtee years of the cur- 
t plan were approved during the pre- 
is plan, or involve less than Rs 300 | — GONE o. M 
illion — below which Official approval This announcement appears as a matter od record ony "E 
: not" needed. Although the govern- 
modified its procedures last year; 
iB | the limit foc non- sanctioned in- 






















Istries" "still requires ap- 
no ; S whatite size. Investors 
y ap | lications take even longer to pro- 
SS 1 specif industries are con- 
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‘sugar, is expect spur major pro- 
jects. 
- Apart from s oning procedures, 
; the weakness of Pakistan’s capital mar- 
ket also creates difficulty for potential 
priv estors, Sectoral allocation of | 
: 'nment restricts fund- 
or some industrial projects, while | 
ie stockmarket is merely a minor | 
source of industrial-investment funds. 
An inadequate infrastructure and a low 
domestic savings rate do little to encour- 
age expansion investment. . 

. Even so, the performance of the pri- 
vat "ctor is impressive, relative to the 
stagnation of the 1970s. In 1977-78, the 
private sector accounted for only 26% 
of industrial investments but its share 
during 1984-85 grew to almost 70%. In- 
vestment in private manufacturing is of- 
ficially estimated at 29.9% of total pri- 
: vate fixed investment. 

. Independent experts, who question 
government figures for small-scale in- 
vestment, calculate it at only 20-25% of 
the private-sector total. In either case, it 
is generally agreed that the private sec- 
tor has expanded considerably and 
average annual growth in private indus- | 
/ has been at the rate of 30% since | 
83. The government's n 
mmission is exploring ways 
: the range of corporate- funding 
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Finance. — Pakistan's industrial in- 
estment has thus far come mainly 
nationalised commercial banks 
d government-sponsored develop- 
nt-finance institutions (DFIs). The 
gfthe two stockmarkets — the KSE 
ñ dheLahore Stock Exchange — as.a 
e of industrial financing has- been 
limited: only 4-5% of private in- 
strial-investment funds are mobilised 
this: manner. — 
government, under the influ- 
rational donors, expects to 
ngs somewhat by introducing 
nvestment companies and 
g the bourses. A new law 
rivate-sector finance com- 
expected, and arrangements 
derwriting and pricing of new 
es are under review. 
jut there are few chances right now 
small investors to benefit from the 
xpansion of the. private. sector. Most 
ew. private investment comes from es- 





































































ew “industrial. groups and families 
n Pakistan actively cultivate a col- 
ive image. The large business houses 


no longer name their companies after | 


family to avoid being targets in de- 
es over distributive justice. Within 
-business.circles, however, major groups 
ntain their identity and command 
spect for achievements made over two 
irée generations. 
' Karachi-based Habibs are be- 
ed. to control the largest assets 
ng Pakistan's industrial families. 
1g the past eight years, they have 
iched several new ventures in fields 





ials, chemicals, engineering and agro- 
sed industries. The group was already 
e in general insurance, textiles, 

and banking during the 1960s and 


70s. 


* 


cial bank in Pakistan. 
Founded i in 1941 by Mohammad Ali 


irat, in India) of Pakistan's founder 
Muhammad Ali Jinnah, Habib Bank 
vas the first Muslim bank in the Sub- 
continent. After Partition, the Habibs 
hifted to Pakistan. Their bank ex- 
anded to control an estimated 27% of 
otal bank deposits nationwide, with 
500 branches throughout the country 
md overseas prior to nationalisation. 
Although. he Habibs hadi interests in 









aried as building and packing mat- | 


70s, though it suffered a major set- 
ick with the nationalisation of its | 
abib Bank — then the largest com- - 


, a Shia supporter (hailing from. 





l 


market capitalisation of Rs 23 bil- 


several 
Baluchistan, taking advantage of gov- 


tablished business and industrial 
families, or from former landowners 
who have liquidated their agricultural 
assets to invest in industry. | 
Pakistan's private sector comprises 
some 13,000 joint-stock companies — 


but only 363 public companies are | 


quoted on the KSE (the main 
securities market), with total 


lion. To encourage more listings, | 
the government last year reduced. 
the corporate-tax rate for listed. 
concerns from 50% to 40%, and. 
granted tax exemption on their 
dividends. But only 16 more 
companies took advantage of the 
new policy. 

The Corporate Law Author- 
ity (CLA) can order private com- 
panies with net assets of more 
than: Rs 50 million to go public, 
but during the past five years it 
has done so only once — and the 
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sugar, jute and textiles, they. did not go 


nto industry on a large scale until re- 


cently. In the immediate post- -nationali- 
sation phase, the Habibs were ranked 
Jith in Pakistan, with net assets of only 
Rs 68.8 million. This excluded a major 
overseas banking venture, Habib Bank 
Zurich, which was saved from na- 
tionalisation because of its independent 
structure and incorporation in Switzer- 
land. 

Now, the family has net assets of at 
least Rs 945.75 million, through 18 
listed companies. Several brothers and 
cousins are gathered into two different 
groups, with the one led by Rafiq Habib 
particularly active in setting up new in- 
dustrial projects. The Rafiq -Habib 
group has 32 companies, but several are 
either unlisted, or their assets are 


excluded from group accounts. In re- 


cent years, the Habibs have established 
medium-sized industries in 


ernment concessions for industrialising 
this backward province. 

The Habibs have taken advantage of 
almost every concession offered bv the 
government — which has allowed them 
to expand their empire. Their projects, 
many involving joint ventures with 
foreign firms, have appeared wherever 
tax holidays are offered as part of the 
policy of industrial dispersal and deve- 
lopment. As one insider put it: "The 


Habibs look good, contributing to deve- | 


; L ee 










lopment of- fidustriallsed area: 
while expanding onsiderably at the 
same time.” One member of the family: 
Hamid Habi : cen. trade and in 


| sident Zia-ul Haq 
though. the family has. generally keps 
clear of politics. — 

The house of — once the sym: 
bol of concentration of wealth i in Pakis 
tan, still remains a. major industria 
family — though it has made few new ini 

vestments since the 1970s and is said te 
have moved into trade. Dawoods con 
trolled listed manufacturing assets of R. 
558 million in 1968 and were consideret 
the richest of the famous 22 familie 
Their listed net assets now stand at 
most Rs 800 million, though the fam 
almost certainly has even greater hold 
ings in unlisted companies: and real es 
tate. 

Recently, the Dawoods became the 
first domestic group to negotiate a con 
cession for oil exploration in Sindh (is 
collaboration with Arab investors), bu 
their national energy company has no 
yet been listed and its financial position 
is therefore unknown | 













"he Dawoods belong to the Sunn 

Memon community ‘from Bantva ii 
India’s Gujarat state. Before 1947, th: 
family moved from cotton ginning ti 
trade in imported yarn and the produc 
tion of vegetable oil. After Partition 
they settled in Karachi and built th 
Dawood cotton mills, expanding late 
into production. and distribution C 
woollen goods, rayon, paper and pape 
products, fertilisers, mining, insuranc 
„ang banking. - | 
"The famil 





senior member, Ahme 

















| pany tax at all. 
bility of bank, 





easy availa 


















o seeking capital from the public and 
ing quoted on the stockmarket. 
Even in the case of quoted com- 
nies, the pattern of shareholding indi- 
ates relative concentration in the hands 
'onsoring families and groups. Al- 
ough the number of. sponsors has in- 
d substantially in recent years, 
hich has meant some dispersal of con- 








ors — against 18% for private invest- 
rs. Financial institutions and banks 
wned 29% of all shares quoted on the 
E. As a member of the KSE pointed 
t: “Shareholding i is still restricted to 
e prominent business families and 
pa few professionals who need 
to ks for tax purposes invest through 
hi stockmarket.” 











the 363 companies quoted on the 
E, only 30 have an active daily 
with another 100 companies' 





shares regularly traded. Average month- 


"ly turnover in 1985 was 6.06 million 
sshares compared with 8.7 million in 








Dawood,’ was closely associated with. 
former president Ayub Khan and was 
arrested when Zulfikar Ali Bhutto came 
to power in 1971. The family lost some 
assets in nationalisation, but its biggest 
project, Dawood Hercules Chemicals, 
escaped confiscation because it had 
foreign investment, Dawood Hercules, 
with paid-up capital of Rs 139 million, is 
still one of the biggest private-sector 
companies listed on the KSE. 

It is also among the more profitable 
companies of the Dawood group — 
though Pakistan Insurance, Central In- 
surance, Lawrencepur Woollen Mills, 
and Dawood Cotton have all paid di- 
vidends during the past two years. 
- ‘hmed Dawood also sits on the board 





iy 
FI and kerb funds is also a disincentive 


rol, 5376 of all shares are held by spon- 
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| ; say the arket suffe rs 
On, several drawb x 

| ficant being the low. average rate of re- 
turn on investment. 

Most trading on the KSE is specula- 
tive, and is carried on by a few insiders. 
The general public seldom takes an in- 
terest. The average rate of return on 
shares is 10% against some govern- 
ment-savings schemes which offer 1596 
returns. Moreover, the par value of new 
issues is determined by the Finance 
Ministry's controller of capital issues 
under an outdated formula which often 
results in the undervaluing of flotations. 
In two listings within the past year, the 
market price shot up as much as 10 times 
within days of flotation, apparently con- 
firming the shares’ undervaluation by 
the controller. 

Two government-controlled invest- 
ment companies — the Investment 
Corp. of Pakistan and the National In- 
vestment Trust — which serve as under- 
writers for new issues, often appropriate 
an unusually large part of lucrative new 
issues, leaving little for small investors. 
In early April, for example, the Rs 6.5 
million flotation of Kausar Paints drew 


subscriptions worth Rs 75.7 million: But. 


of the Pakistan Indus 
Credit and Investment CX 
a development-finance com- 
pany with assets of Rs 2.81.bil- 
lion, and Pakistan Refin& 


ial 





Rs 60 million. . 


several’: key assets through 
“nationalisation in the 1970s, 
` but still figures prominently in 
` the domestic business scene. 
After the loss of their bank 
and key companies — includ- 
-ing Kohinoor Chemicals, Ko- 
^hinoor. Rayon and Kohinoor 
Engineering — the Saigols 
have been left mainly with in- 
vestments in textiles. 

The founder of the house, 
Amin Saigol, went into man- 
ufacturing in the 1930s in Cal- 
cutta and established a cotton 
mill in Faisalabad after Parti- 
tion. One family member, Rafique Sai- 
gol, was politically active until the early 
1970s, and was appointed managing di- 
rector of flag-carrier Pakistan Interna- 
tional Airlines during the Bhutto years. 
The family’s business interests are 
loosely knit these days, and several 
brothers and cousins separately con- 








trol its Pakistan assets, estimated at 


Rs 220.4 million. Some family members 
are reportedly active in business over- 
seas, concentrating on trade and con- 
struction in the Middle East. 

Among the more respected growing 
industrial houses is the Punjabi Shaikh 


family, which is known as the Crescent. 


group because of its major holdings — 
Crescent Textiles, Crescent Sugar, 





the most signi-- 


which has a paid-up capital EE 


 Punjab's Saigol family. lost 
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_ Crescent Jute and Crescent Board. 


| gineering and agribusiness. 


the 1960s, though it suffered a 


unit, 



































shares, as well as th 
ers, Businessman 
growth of the stockm 
changes — and inc 
dence. 
The soterinent 
ment of public-sector s 
billion was first present 
tunity for the expansion o 
investment. But now the 
be offered in baskets of a` 
Rs 46,600 and most of the 
priced so as to encouragé oi 
dustrial and business fat 0 

Moreover, the companies ch: 
partial divestment are not the m 
fitable of government-controlled: 
and yield on investment in the | 
portfolio i is expected tó be or 
15%. Disinvestment,. which wa: 
posed in the last budget, appears t 
been shelved for thé moment 
bureaucratic infighting over th 
position of the portfolio to be offere 
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— which was. least, : 












companies include, several textile 
two sugar units, one paper and t 
manufacturer, a jute company an 
insurance firm. The group is — 

in cotton ginning, contracting and co 
sultancy, international trading, 














The Wazir Ali family, also fro 
Punjab, have grown considerab 
cent years. The group was four 
Syed Wazir Ali in Lahore durin 
century, and is the oldest Punjabi 
lim mercantile — Over the p 























into the manufacture of house 
goods, cotton yarn, textiles, and. 
products — and machinery asset 
and distribution. | 

The group was listed 10th. amo 
Pakistan's so-called 22 families 


setback because of nationalisatio 
it has emerged stronger with listec 
assets today of Rs 271.2 million 
group's razor-blade manufac 
Three Corp., has exp: 
through technical . collaboration 
American Razor Blades, and dom 
the market for locally made r 
blades. The main Wazir Ali con 


manufacturer i in Pakistan with net as 
of Rs 193.8 million. The group has 
ventured — through Milkpak 
producing and distributing. pe 
milk and fruit juices in ct 
tion with Sweden's — k, 


que 


sa 7$ Ha 


pue of paper packing for perisha- 
les. 

Karachi’s Bawanys were active in 
textiles, jute, sugar, cable manufactur- 
ing and chemicals and are one of the 
major industrial groups to have 
launched new projects during the past 
five years. Four Bawany companies 
have been listed on the KSE since 1983 
with a total paid-up capital of Rs 131 
million. (These investments alone ex- 
ceed the net worth ofthe group a decade 
ago.) But the group's composition has 
undergone several changes, with senior 
family members retiring and younger 
Bawanys bringing in outsiders as asso- 
ciates. The family, like many other 
prominent local families, has stayed 
away from politics. 

The Gandhara group of retired 
Lieut-Gen. Habibullah Khan and his 
family and associates has grown from 
post-nationalisation 1974 assets of Rs 
25.8 million to estimated net assets of 
Rs 250 million in 1986. Habibullah, 
whose daughter is married to the son of 
former president Ayub Khan, founded 
the group with Gandhara Industries, 
which assembled and imported cars and 
car parts. 


Ea comae initial growth has been 
alleged to be due to Habibullah's 
political connections, and he was one of 
the leading businessmen arrested by the 
Bhutto government soon after its rise to 
power. But the group continues to ex- 
and, despite setbacks, and is current- 
y active in textiles, insurance and 
manufacture of tyres and rubber pro- 
ducts. 

A former associate of the Gandhara 
group, Yusuf Shirazi, now heads four 
listed companies which form the Atlas 
group. Shirazis Muslim Insurance, 
Allwin Engineering, Atlad Autos and 
Atlas Battery together boast net assets 
of Rs 120 million. Atlas Autos assem- 
bles Honda motorcycles locally, and 
makes. accessories and spare parts. 


ou I "EU 


- Shirazi is an active business leader and 


has held important positions in business 
associations, unlike other group chair- 
men, who avoid identification with in- 
terest groups. 

The rise of the Crescent, Wazir Ali, 
Habibullah, Shirazi and other groups 
indicates an important shift in the pat- 
tern of control in Pakistan's industry. 
Criticism of the 22 families often fo- 
cused on the fact that most leading in- 
dustrialists belonged to small communi- 
ties of Gujarati-speaking migrants from 
southern India. Today, the expanding 
groups include Punjabis (Crescent and 
Wazir Ali) and Pathans (Habibullah), 
while some of the once-dominant 
Gujarati-speaking families have de- 
clined in importance. Valika, a Gujarati 
family which had major investments in 
the past, no longer figures among the 
top families and Adamjee, an old lead- 
ing family, has also declined in terms of 
net assets. — Husain Haqqani 
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ENERGY 


Sometimes you win 


| Singapore finds profit in the oil-producers' woes 





By Paul Handley in Singapore 
hile the region's oil exporters ache 
with the price fall, Singapore's ex- 
port-minded refineries are enjoying a 
windfall of processing orders. Refinery 
throughput has increased dramatically 
due to the rise in consumer demand for 
product, rather than crude-oil, de- 
liveries. Only two years ago, a pro- 
longed slump in Singapore refining was 
forecast as Consuming and producing 
countries proceeded with plans to ex- 
pand their own refining capabilities. 
The island’s massive Petrochemical 
Co. of Singapore (PCS) complex ts also 


| feeling a surge in demand, unexpected 


at its opening two years ago, when it 
faced a flood of cheap petrochemicals 





PCS workers: surge in demand. 


from new, state-run Middle Eastern 
plants. Petrochemical prices have re- 
mained at low levels, but the cheaper 
feedstock has brought PCS within com- 
petitive range of its rivals. Increased de- 
mand in the East Asian newly indus- 
trialised countries, like Taiwan and 
South Korea, as well as Japan and the 
US, have added to the boom. 

Not to be overshadowed, Singa- 
pore's battered oil exploration-support 
sector is quietly gearing up for a strong 
support role for offshore Vietnam ac- 
tivity, While the Singapore Govern- 
ment appears somewhat embarrassed 
by the growing relationship, a visiting 
Soviet official last month publicly hailed 


cooperation between the two countries 


in oil exploration. 

The oil glut, and the chaos in oil mar- 
keting, has worked to Singapore's ad- 
vantage. Its five refineries are averaging 
more than 80% use of throughput capa- 


city of 850,000 barrels per day. Seven 
months ago, industry experts were say- 
ing Singapore would be lucky to average 
55% of capacity through the end of the 
decade. 

The current boom is tied to the in- 
crease of so-called netback oil contracts 
in mid-1985. Opec members used this 
method to sell crude without blatantly 
violating Opec price and production 
controls. When Opec controls were 
completly undermined, Saudi Arabia 
threw in the towel with its own netback 
deals, simultaneously increasing pro- 
duction. Opec went into disarray and oil 
prices began to drop. 

Netback deals relate the crude sel 
ing price to the value of products 
refined from the oil. Consumers 
benefit most, since products 
priced as they leave the refinery 
are more likely to reflect the cur- 
rent spot-oil market. Crude sold 
on contract can lose its value in 
the volatile market by the time it is 
refined end delivered to final con- 
sumers. As an example, a Singa- 
pore trader said, airlines have 
been drawn to spot purchases of 
jet fuel because of the difference 
in the spot and term-contract 
prices. 

In the present flooded market, 
product prices have steadily fallen 
and demand for refining capacity 
has increased. Singapore's posi- 
tion and flexibility in refining 
many different types of crudes to 
various specifications makes it 
most able to handle the increase 
demand, Unhampered by bureau? 
cracies which control other re- 
gional refiners, the island's refineries 
can react to demand changes more 
quickly and efficiently. By comparison, 
new refineries in Indonesia and Saudi 
Arabia are geared specifically for their 
own crudes, and are less agile in answer- 
ing special product demands. Japanese 
refineries are both expensive to operate 
and less flexible in their ability to handle 
different types of crude. Steady demand 
for refinery space from smaller export- 
ers means that Singapore competes with 
refineries in the Gulf which enjoy 
guaranteed local supplies. 

The Japanese, by far the largest im- 
porters of crude and refined products in 
the region, have driven the situation by 
opening their market up to more im- 

rted products. The US, the other 
arge importer, has increased its con- 
sumption of Singapore-sourced pro- 
ducts as well. The netback value of 
crude processed in Singapore has con- 
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sistently undercut that of European and 
US refineries by US$2-5 a barrel. 


Singapore's role has become strong | 
enough that Japanese buyers have re- | 


portedly told Saudi Arabia to base its 
exports on Singapore-netback values. 
Singapore refiners warn that the situ- 
ation might not be long-lived. "It isn't 
clear where the demand stops. Maybe 
there will be empty capacity three 


months down the road." said one refin- | 


ery chief. Average refining charges 
have increased as much as 80% from be- 
fore the March surge, but refiners insist 
‘their margins have not increased as 
much. “You've got to work harder to 
handle the odds and ends coming in,” 
the refiner complained. “I don't think 
ou will see an overall increase in profits 
in Singapore refiners this year.” 
Singapore refineries stand to benefit 
otherwise from the oil-price slump. 
China and Malaysia, having lost signifi- 
cant oil-export earnings, are unlikely to 
expand their own refining capacities. 
Both will continue to employ Singa- 
pore's refineries for the next few vears, 
analysts predict. 


maces factor giving new life to Sin- 
gapore's refineries is the effective 
shrinking of the trading world with tele- 
communications advances. Singapore's 
products are entering markets on every 
continent, whereas six years ago, re- 
gional markets were the prime targets. 

However, this, and the volatile pro- 
ducts market, have made life difficult 
for the island's traders. Prices, espe- 
cially for products, fluctuate rapidly and 
since November have moved mostly 
downward, so that traders say taking 
any position is an outright gamble. 
When crude prices took their steepest 
drops in February, Singapore spot trad- 
ing came to a complete halt. "It's dif- 
ficult to buy long in a downward situa- 
tion. So who wants to buy?" complained 
one trader. 

The whole trading market has 
changed in the past six years with the en- 
trance of the major oil corporations into 
trading and with the advent of netbacks. 
The majors can control costs and mar- 
gins more easily with their own re- 
fineries and downstream consumption, 
independent traders complain. For 
those without this control, buying crude 
and selling the products is too risky. “In 
three weeks, jetfuel lost US$19 a tonne. 
All the rationale is gone," said one. 

The ease of communication with 
Europe and the US also makes trading 
more complex: competition is on a 
worldwide basis, not regional as it was a 
few years ago. This is forcing indepen- 
dent traders to acquire their own refin- 
ing capacity and integrate their global 
operations to compete with the traders 
of the major oil companies. 

"There is still a small core of inde- 
pendents in Singapore who will make 
It," said one. “It is hard to believe that 
[prices] can still go down." Oo 


The 10% solution 


Nepal will seek oil, with foreign firms’ help 


By Kedar Man Singh in Kathmandu 


fter months of negotiations, Nepal has signed an agreement with two for- 
A eign companies to carry out oil exploration in its far southeast. The ipee 
ment, cmm on 4 May, is with the Netherlands-based Shell group and Triton 
of the US. 

Over the next four years, both will undertake petroleum e» 
in the 4,960 km? exploration block No. 10, which is located in 
— I —— 324 miles southeast - —— — i 

e signing of the agreement was concluded seven months a or 
hadsvaationsl kier for 10 blocks, each of some 5,000 km? —— 
of the Siwalik and Chure mountains. Other companies — Briton Oil 
of Britain — submitted bids, but failed to meet the requirements of the De- 
partment of Mines and Geology (DMG), Tue of the Ministry of y. 

A senior official of the DMG told the REVIEW that the option for e 
tion in the remaining nine blocks remains open. 

Shell will have a 65% share in the block, with Triton taking a 35% stake in 
both investment and benefits. Neither the DMG, Triton nor Shell would re- 
veal the approximate cost of the four years' surface exploration. But one in- 


tion work 
— an 









ra- 


Shell-Triton 
contract area 


TTT. "e 


ang 
dustry expert estimated the cost at US$5-15 million, with actual drilling done 
through sub-contracts. 


— Eon aroa es cnspinies hoi os MEM 
es, i transport ities for bringing in hea d 

ment: the only available to Nepal is Calcutta, which lies ——— 

350 miles from Biratnagar, to which it is connected by a rail line across India. 

Should oil be found, the two would have easy access for its export 

URNA NER ee to Indian oil refineries in West Bengal 
ssam. 


— bekeria ankaa is a oe ee 
inder a u aring agreement. from the agreed xx-xx produc- 
tion split under Nepalese petroleum legislation, Nepal also receives a royalty 
of 12.5%, 50% income tax and nominal surface rentals. However, the com- 
panies will have the option of getting up to 87.5% of the income from whatever 
crude is found, until it meets the cost of the tion. 

Seismic surveys at Biratnagar are to start in the middle of next year, and the 
exploration period may be extended for an additional two years — provided 
the com eie MAIN. e rotundis 
have agreed to provide for education and training o nation- 
als, apart from providing on- ob training to officials of the DMG. 

Mahendra Narshingh Rana, of the DMG and signatory of 
the agreement on Nepal's behalf, said: “It is not an easy time to attract multi- 
peces ri tempi when oil is in surplus, prices are falling and there are 
other ” 
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Very lonely indeed, if family and friends the T3 advertisement isn't asking for your money 
have been left behind M IP. Just for your compassion and understanding 
The United Nations High Commissioner \ To help, please contact the UNHCR Office 
for Refugees needs your help to give in your country or a voluntary agency which 

refugees a feeling of belonging. This is concerned with refugees 
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UNHC 


United Nations High Commissioner for Refugees 








IN A CITY WHERE 
IMPECCABLE SERVICE 
IS AN ART, ONE HOTEL 
IN SHINJUKU CONTINUES 
THAT TRADITION. 


z= — — The Osaka Hilton International will 
= open on September 10, 1986. 


> For reservations, call your travel agent, 
any Hilton International botel or Hilton 
Reservation Service 


TOKYO HILTON INTERNATIONAL 








Your host on the horizon 


Times have changed, but the tradition remains. 
In olden days, the oasis was the spot in the desert 
where merchants relaxed in comfort, to prepare for 

their onward journey. 


For today’s business travellers, the “Oasis Class” 
on Kuwait Airways offers them a relaxed journey on 
comfortable seats with spacious legroom and a choice of 
three top quality menus. 
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map out a better financial future. 


a alf 
WHAT IE: 


Afi fe 


MicroWorld Services the next generation of electronic 
banking, where information resides in a microcomputer in 
your office. Not in the bank's mainframe 


Now MicroWorld becomes unique for its power and 
versatility e adding three new products that are 
unequalled 


International Treasurer 

Evaluations that once took weeks can now be done in 
minutes, The "What if^ 
rate changes, so you can decide on action before rates move 
International Treasurer manages: * FX contracts ® Short term 
loans € Short term dep sits © Acceptances * Certificates of 
deposit. And a great deal more 


Because we'i 


analysis shows the impact of projected 


Debt Manager 

With Debt Manager the handling of long-term debt 
instruments now becomes surprisingly uncomplicated. And 
timely identification of alternative funding opportunities 1s 
provided using projection reports based on your forecasted 
borrowings. These can include 
e Fixed rate loans * Capitalised leases * Floating rate facilities 





Bank of America 





e Floating rate loans. And variations of these 


Balance Manager 

Now you can see both your consolidated and individual 
operating unit accounts quickly and easily. And your 
companv's complete cash management picture can be viewed 
through full integration with International Treasurer and Debt 
Manager. Showing where you'll have surplus funds available 
for investment, now or in the future. 


l'hese new decision support products join MicroWorld s 
Asia Treasury Services to give you unsurpassed financial control 
And they provide you with a multi-bank capability. So you can 
see the complete financial picture, instead of just pieces. 








No other electronic banking system offers this range of 
products, or is backed by the complete commitment to 
service and support provided by Bank of America's global 
network 


If you'd like to know more, call Bank of America. You ll 
sec why MicroWorld has put our name on the map for 
clectronic banking 




















SHARP OFFERS MORE 
COPYING CONVENIENCE. 





"AUTOMAGNIFICATION" 
FOR CREATIVE COPYING. 


"Automagnification"' lets you create professional- 
looking copies in seconds! Choose the copying ratio, 
and the SF-8200 automatically selects the paper size. 
Or choose the paper size, and different size origi- 
nals will be automatically enlarged or reduced to the 
size vou select. If your original is an odd size, just 
enter the length and width, and the SF-8200 auto- 
matically adjusts the magnification ratio to produce 
copies in any desired standard paper size. 


400% IMAGE ENLARGEMENT 
PLUS SPACE-SAVING 
FRONT-LOADING SYSTEM. 


Che SF-7200's 400% image enlargement function turns originals with 
uny characters or illustrations, like maps and specification charts, 
into easy-to-read copies. Its front-loading cassette system saves valu- 
able side space, while color copying in black, blue, red or brown gives 


you the versatility you need to produce more persuasive documents. 


PRACTICAL FUNCTIONS 
IN A COMPACT COPIER. 


The SF-7100 is a practical and compact copier with more of the functions vou 
need to make better copies. Auto Exposure control ensures clean copies even 
from high-contrast originals, while two-sided copying by manual feeding and 
a Power Save function help reduce both paper and power expenses. For practi 


cality, convenience and economy, it's hard to beat the SF-7100. 


COPYING CONVENIENCE 
WITHOUT LEAVING YOUR CHAIR. 


Fhe Z-60 is the ideal size and weight to sit by your desk, on a counter or 
table — wherever you need quick, convenient copies. Yet as small as it is, 
the Z-60 makes copies as large as B4 size or as small as a credit card. The 


Z-60 can even make color copies in black, red, blue or brown! 


© TAIWAN: AURORA CORPORATION 
"n N LA j hang Ad " laiwa 
Tel + may 
e THAILAND: THE BANGKOK TRADING CO. LTD 
995.7 New Road. Bangkok 10560. Thailand 
Tel 236-9310. 238-0170 
€ THE PHILIPPINES: DATACOM SYSTEMS CORPORATION 
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SHARP CORPORATION, JAPAN 


* MALAYSIA: SHARP. ROXY SALES 4 SERVICE SRI LANKA: BROWN A COMPANY LIMITED 
COMPANY (M) SDN. BHD PO Box 2 44! Darley Road Colornt . ha 
I !5. Jalan z wection 14. 46100 Petalg Java Te BI 
vela Malaytia Tal 7571477 4B linee 
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" Exchange e 
has been built with foresight." 


Roger Lacey, 

National Westminster Bank moved into National Westminster Bank 
Exchange Square on 18th November 1985. Chief Manager, 
Roger Lacey, gives his views on the Square. 

On facilities: 

“I feel it has been built with foresight as to modern 
day requirements. Communication is of prime importance 
and the centralized system is a very useful asset." 

On location: 

"Being one of the leading banks in the world, we had 
to have a prestigious address. And obviously one's got to 
be in Central. Also, we wanted to be on one floor and this 
was not available in other locations." 

On design: 

"It's superb. The architect made sure everybody has 
a view. And the building is pleasing from the outside, 
reflecting its image." 

On property management: 

"Hongkong Land Property has been very quick to 
respond to all the minor adjustments, so our initial 
experience is very good. We are extremely pleased to be 
here as it is an important landmark for Hong Kong." 


Exchange Square is virtually the last prime space 
available in core Central until the end of 1987. And 
today the Square is almost 80% full of tenants who keep 
taking more space. If you've been thinking about the 
Square, now's the time to move. 

For further information, please contact: 
Hongkong Land Property (tel: 5-8428288, telex: HX 75102) 
or Jones Lang Wootton (tel: 5-217171, telex: 74247). 


Hongkong Land 
Property 
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€ SINGAPORE seems to have shot it- 
self in the foot as it was hobbling awa 
from the rubble of the Pan-Electric af- 
fair. If there was one stock that could 
haye helped to revive the local broking 
industry, it was Singapore Airlines 
(SIA), which was floated.in December. 
It has all the elements to: make it the 
bluest of blue chips: a proven track re- 
cord, ambitious expansion plans and a 
touch of glamour absent from Singa- 
pore newspapers, soft drinks and buses 
— the stuff of previous issues. The ef- 
fect of falling oil prices om its profits was 
enough to put it and Singapore on the 
map for a host of international investors 
who had never ventured outside Lon- 
don and New York. 

Foreign holdings have now reached 

he self-imposed limit of 20% of SIA's 

total equity and international investors 
are becoming increasingly frustrated by 
the inability of the company and its main 
shareholder, state-owned Temasek, to 
break the logjam. Article 33 of SIA's 
articles of association says that the di- 
rectors “may refuse" to register the 
transfer of any share if such a transac- 
tion would, in effect, breach the 20% 
limit. Foreign investors failed to realise, 
or were not adequately warned, that the 
ceiling would be rigidly adhered to. 

The result is that a cap has been plac- 
ed on the SIA share price and foreign 
trades in the stock have dried up, negat- 
ing the whole point of the share sale, 
which was to make SIA a more open 
and public company. SIA employees, 
who before the float owned 129.5 mil- 
lion shares, have made a killing. One 
share broker reckons they have sold at 
least 80 million shares. 

Foreigners who buy from Singapore 

esidents must now wait in the regis- 
tration queue until a space appears in 
SIA's register of foreign sharehold- 
ings, before scrip can be issued in their 
name. 

In the meantime, queuing foreigners 
are locked in, because under the rules of 
the Stock Exchange of Singapore (SES) 
a sale can be made only when the trans- 
feror's side of the registration form is 
signed. To get out of the queue, the in- 
vestor must therefore go back to the 
original seller and ask him to agree to 
sign a new transfer form taking back the 
shares he had earlier sold — no mean 
feat, when a parcel of shares may have 
been purchased from more than a score 
of individuals. 

There is nothing to stop foreign in- 
stitutions from directly buying and sell- 
ing SIA shares between each other and 
registering the deal. So any foreign trad- 
ing in the stock is likely to be done out- 
side Singapore. SIA has failed to per- 
suade Temasek to agree to an increase 
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SIA: not such a high flyer. 


in the foreign-equity ceiling to 25%, 
which was rightly rejected on the 
ground that this new limit would rapidly 
have been reached. 

Temasek suggested that SIA should, 

instead, find an alternative method in 
which foreigners can buy shares and 
have them registered, perhaps by creat- 
ing a special class of non-voting shares 
for foreigners. Putting them in a ghetto 
is not something that foreign portfolio 
investors take kindly to, though. 
@ IF the government was worried 
about losing control of its baby, it could 
have created a (controlling) golden 
share for itself (as occurred with Malay- 
sian Airline System when it floated in 
December) to ensure SIA never flew 
too far off course. In any case, Temasek 
continues to hold 63% of the equity, 
and, though that may fall within the 
next 18 months, nobody is suggesting 
the state's share in the airline is likely to 
drop below 50%. So why not just allow 
the market to decide what proportion of 
the publicly available shares should be 
held by foreigners? (Those smitten by 
privatisation should note that the Singa- 
porean Government has never used that 
word, preferring the term “divest- 
ment.") 

The whole affair smacks of poor 
planning, at best, because these ques- 
tions should have been thrashed out last 
year when SIA was preparing for flota- 
tion. Shroff is tempted to believe that 
the mess-up is not so much SIA’s fault, 
but more the result of disagreements 
over the flotation involving the airline, 
Temasek and the firm's bankers, nota- 
bly Development Bank of Singapore, 
which have probably been simmering 
for a year or more. 

Singapore's brokers can ill afford 
anything which may turn away business. 
Trading in SIA shares has, at times, 
comprised a quarter of total stockmar- 
ket activity during the past six months 
and most of that demand has come from 
overseas. With the entry of the big four 
local banks into the SES, the rest of the 
broking fraternity will have to merge or 
seek outside shareholders. Rather like 



















































the explosion at Chernoby 
until the full damage from the 
collapse of Pan-Elis known, no - 
potential investor is going to 
come near any broker who as 
in the immediate vicinity. — 
© THE new rules, introduced 
on 1 May, which allow Singa- 
poreans to withdraw up to 20%- 
of their investible savings from. 
the Central Provident Fund 
(CPF, the national retirement. 
scheme) to buy instruments like 
shares, is unlikely to help non- 
bank brokers much. Under ne 
scheme, CPF members who want to use 
their savings for “approved” invest- 
ments have to open an account with the 
big four. | 
Overseas Union Bank. for example, 
has been offering the chance to win a 
holiday in Disneyland to anybody open- | 
ing such an account. Bank brokers had, - 
for a time, tried to charge less than he — 
other 23 brokers to customers investing. 
CPF savings — until the resulting pro- 
tests brought their fees into line with the 
rest. CM 
In the authorities’ haste to enlist the | 
banks into the stock exchange, nobody 
seems to have considered potential con- 
flicts of interest that might arise be- 
tween their role as fund managers and 
their new function as stockbrokers. Isa | 
bank broker going to be quite as objec- - 
tive in recommending, say, SIA stock, if - 
he knows his parent bank has half a mil- — 
lion SIA shares to unload? The SES | 
——— committee which would 
probably decide on such issues contains - 
four bankers and only three "pure" - 
brokers (the eighth member is from the | 
Monetary Authority of Singapore). E. 
€ A HINT of the sort of mess that | 
might ensue has come with the revela- | 
tion that Harimau Investments, a trust | 
managed and 29%-owned by Oversea- | 
Chinese Banking Corp. (OCBC), pro- | 
vided for a S$10 million (US$4.6 mil- - 
lion) loss last year on a soured deal in- — 
volving 5 million Pan-El shares. A | 
former OCBC general manager, Tjio | 
Kay Loen, has been arrested in Singa- | 
pore in connection with his activities as | 
a director of (among others) Harimau. | 
OCBC's chairman, Yong PungHow, | 
can expect a few questions at the © 
bank's annual shareholders’ meeting on. 
7 June about how its merchant-banking 
associate, Singapore International Mer- | 
chant Bankers, became involved asa 
third party in the forward-share deal. So — 
far, OCBC is the only one of the big four _ 
to have been publicly linked to the Pan- _ 
El affair. The sheer size of the other | 
three would suggest that they, too, must 
have had some involvement with Tan. | 
Koon Swan and his cronies. 4 
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" Singapore 
looks East 


- Lee hopes to improve economic 
. ties with Tokyo and Seoul 


— By Nigel Holloway in Singapore 
| @ingapore Prime Minister Lee Kuan 
ww Yew is expected to visit South 
| Korea and Japan in June to boost trade 
| and investmen with his city state. The 
| trip, the dates of which have still to be 
| confirmed, will involve more issues of 
| substance than his journey to the Anti- 
| podes in April. 
Singapore has a big trade deficit with 
| both countries and he wants to take a 
|. closer look at what his economic rivals 
| are up to in South Korea. Growth has 
| continued to surge there, while Singa- 
| pore's national income has contracted 
J since 1984. 

| Exports from Singapore to South 
| Korea fell by 36% to S$620 million 
| (US$282.5 million) between 1983 and 
. 1985, while imports totalled $$930 mil- 
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~ The most important part of Lee's 
journey will be to Japan, which he last 





visited (along with South Korea) in 


1983. He will want to explain to govern- 
ment and business leaders the new eco- 
nomic direction Singapore has taken 
over the past year in an effort to make it 
more competitive. 

Since September, the Singapore dol- 
lar has fallen by a third against the yen, 
and Lee hopes this will hein boost Ja- 
panese investment in Singapore. The 
city state has always been disappointed 
with the level of direct investment by 
Japan, which has generally been more 
interested in Asean as a supplier of raw 
materials than as a cheap source of 
manufactures. 

Japan is the second-biggest investor 
in Singapore manufacturing. Its share of 
total foreign investment in the field rose 
from a sixth to a fifth between 1979 and 
1983, when the Japanese stock of gross 
fixed assets was $$2.24 billion. Britain, 
the former colonial power, is not far be- 
hind, with $$1.76 billion while the US is 
in first place with $$3.74 billion. Invest- 
ment commitments to Singapore by 
Japan have remained quite strong: 


| NEP eases its grip 


L Malaysia allows Rothmans to retain foreign control 


VA 


| ByNick Seaward in Kuala Lumpur 
EI" decision which has set an en- 
_ Wcouraging precedent for the few re- 
| maining — foreign-controlled quoted 
. companies holding out against equity 
|: restructuring, to comply with Malay- 
| sia’s New Economic Policy (NEP), the 
| government has approved a plan by 
BI oibnians of Pall Mall (Malaysia) Bhd 
| (RPMM) to restructure its equity. The 
| plan provides for RPMM's 50% foreign 
| shareholder to retain its level of control. 
| .. This is believed to be the first time 
| that a quoted company has been able to 
| take advantage of the recent change of 
| government policy which removed the 
| NEP's restriction on foreign ownership 
| of a local company to a maximum of 
| 30% of its equity. Although the Swiss 
| food conglomerate Nestlé announced 
| 18 months ago that it had the govern- 
| ments go-ahead for a scheme to reduce 
| its 80% ownership of four private com- 
.| panies to 51%, it has not yet completed 
| its restructuring. It is not expected to get 
| a listing for its new holding company 
| until next year. 
|. The RPMM scheme is also unique in 
.| that it does not involve any dilution of 
.| the stake held by its foreign sharehold- 
| er, Rothmans International (RI). To 
_ meet the demands of the NEP, RPMM 
now only has to increase to 30% from 
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the present 4.8% the bumiputra (indi- 
genous Malaysian, mainly Malay) stake. 

According to the terms of the 
scheme just approved, RPMM will 
achieve this through the issue of 161.6 
million new shares of 50 M cents (19 US 
cents) each, which will be subscribed 
equally at a price of M$1.50 by the 
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Owever, government sources say 
Singapore has a slight image problem in 
Japan — the island's workers are re- 
arded as being pampered and Lee will 
be anxious to correct what he regards as 
Japanese misconceptions about Sin 
gaporeans' reluctance to work a thirc 
shift. Lee's visit is scheduled to follow € 
trip to Japan by his son, acting Ministei 
of Trade and Industry Lee Hsier 
Loong, which began on 11 May and ha: 
concentrated on the private business. 
Apart from attempting to clinct 
S$100 million 1n new investment (in the 
areas of electronics, fine chemicals anc 
pharmaceuticals) the acting trade minis: 
ter's team has been searching for way: 
to correct last year's $$5.15 billion tradi 
deficit with Japan. Most of Singapore" 
exports to Japan, worth S$4.72 billion it 
1985, are petroleum products, whosc 
US-dollar price has been falling, while 1’ 
imports heavy machinery, cars and ip, 
dustrial equipment. Domestic non-« 
exports were under S$1 billion last year. 
The younger Lee said in Tokyo tha! 
Singapore is looking for specific marke! 
openings in Japan rather than greate! 
overall access. Oo 


foreign 50% equity owner, RI anc 
bumiputra institutions. Together witt 
their existing 4.8% stake, this will bring 
the bumiputra holding up to 30% of the 
enlarged issued capital of 285.5 millior 
shares. RI, meanwhile, will be left hold- 
ing 50%, or 142.75 million shares. 

The government's decision to allow 
RI to keep its 50% had beer 
considered crucial to the future 
of the company. Although R 
had been prepared from the 
outset to sell 50% of its Malay 
sian operation to the publi 
(when listed in 1961, RPMN 
became the second public. 
owned company in Malaysi 
it was not prepared to lose con 
trol over its trademarks o 
proprietary brands. And whik 
RPMM has consistently out 
performed all other blue chip: 
on the stockmarket since 1980 
it is doubtful whether thi 
Petaling Jaya tobacco factor 
would be able to survive with 
out established product lines t 
sell in the event of an RI with 
drawal. 


he 7 May announcement o 

the government's accept 
ance of RPMM's compromis 
solution was met with relief by the loca 
stockmarket — the stock gained 18 M 
cents to finish at M$4.56 the following 
day — but the company is not out of the 
woods yet. Although it has cleared the 
formidable hurdles of obtaining ap- 
proval from the Capital Issues Commit. 
tee (CIC), the Ministry of Trade anc 
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slows down 


needs major changes 





By Mohan Ram in New Delhi __ 

Andia's cotton textile-mill industry is 
< -# plagued by growing obsolescence, and 
." needs substantial modernisation if it is 
-oto remain viable. As a first step, the gov- 
'€rnment has drawn up a new policy 
- package aimed at improving the health 
. "of the industry.. Sap 

— India's textile-mill industry is the 
. world’s largest. The number of spindles 
has grown from 11 million in 1951 to 
24.2 million: in 1985 (compared with 
17.1 million in the US, 17 million in 
nna and 15.3 million in the Soviet 
uon). But the growth of numbers of 
OMS 


















o government policy of Virtually freez- 
- Ing the nation’s weaving capacity to pro- 
tect the handloom (handweaving) sec- 
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juirement that 
“every two 50 M cents shares be con- 
solidated into M$1 shares — the re- 


Structuring plan still has to come before | 
the High Court and the RPMM share- | 


holders. . Z2 
The need for court approval stems 
from the fact that RPMM plans to com- 


pensate existing non-bumiputra Malay- | 
stan and Singaporean shareholders 


| (along with all other existing holders) 
for the dilution of their earnings with a 
¿special dividend of 50 M cents gross a 
lare and a capital repayment. of 


“able reserves, share premium from the 
new issue and capital. As a consequence 
of the reduction in capital, the par value 
of the 123.9 million currently issued 
shares is to be reduced from M$1 to 50 

.M cents, which requires judicial ap- 

 proval under Section. 176 of the Com- 

panies Act. | 

The High Court hearing is scheduled 


for the first week of June and RPMM's | 


financial adviser, Pertanian Baring 
Sanwa (PBS), hopes that if all goes well. 
the shareholders! meetings can he held 
before the end of the same month. RI 
will not vote on the proposal but in view 
Of the favourable stockmarket reaction, 
the plan should get the approval of the 


majority of the remaining shareholders, - 


- especially as the CIC is believed to have 
-agreed to the listing of the new share 
4ssue. "The dilution is considerable,” 
PBS' Robin Alington Maguire told the 
REVIEW, “but shareholders are receiv- 
‘ing a very considerable cash payment. 












million worke: — 

From 17 at end-1980, the number of - 
mill closures rose to 28 in 1982 and to 78 
-in 1985. (This excludes another 128 
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as been insignificant (from. 
UOin 1951 to 210,000 in 1985), due: 
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$1.95, to be financed out of distribut- |, — . —— dp 
| hile it may be all smiles on every- 
WW body's faces at the moment, it is 
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mills the government is running to avert 
their closure.) Between April 1984 and 


March 1985, the loss of production of 


yarn rose from 8.25 million kg to 10.92 


- 


million kg. Trends such as these point to 


the growing sickness in the industry. 
While financial and other difficulties 


can be attributed to the rise in cost of 


raw materials and wages (without ac- 
companying increases in the price of 
cloth), sluggish demand, labour unrest 
and power shortages, the underlying 
cause of the problem is inadequate 
modernisation and renovation. 

Despite facilities such as the govern- 


ment's soft-loan scheme in effect since 


1976, a well-developed domestic textile- 
machinery industry and a liberal import 
policy for textile equipment, the pace of 
modernisation has been inadequate. 


_. The government's new policy (an- 


nounced in mid-1985 and being im- 


plemented gradually), aims to speed up. 


modernisation. For example, there has 
been little modernisation in the ginning 


We believe it is a fair compensation." 
- The Malaysian Government seems 


. to be getting fair compensation as well 
- for having bent the rules. In effect, RI. 
will be investing an additional M$121 
million in Malaysia by subscribing to the 


new shares, though of course that sum is 


| being financed by RPs share of the 


M$1.95-a-share capital repayment. 
However, the size of RIs total financial 


commitment to its Malaysian subsidiary 
as a result of the scheme is much greater 


than that. As RPMM finance director 
David Lamb told the REVIEW: “RI has 


sacrificed its right of repatriating capital 
on the altar of staying in Malaysia.” 


clear that two and a half years’ behind- 
the-scenes negotiations on the restruc- 
turing went through some tense mo- 
ments. RI's position was to accept the 
obligation to have 30% bumiputra own- 
ership under the NEP but to ask the 





Seri Mahathir Mohamad. The result of 
that meeting, in the words of one indus- 
try analyst, was “a victory of common- 
sense over political dogma." 

On the other hand, Maguire warns 


.that it may be too early to write the- 


epitaph of the NEP as far as foreign 
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does not mean to say that the press: 


perhaps less arduous in comply 


-perial Chemical Industries (ICI) gi 


Co. of Malaysia (CCM). 


bonus issue to raise its paid-up capi 








“priority, at 
be made avai 
tion of the sp 
cessing sectors 1 
well, with the cre 
ernisation fund. 

Specific units 
tackled on a cas 

tinction will be t 
which are potenti: 
which are not. A st 

































tially viable ma 
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cases, Manageme 
unit with no pr 
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allowed to close: 
This last item 
departure. In the 
took over manage 
ed with extinction bec 
protect jobs. In they 
sector extended itself into: 
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off foreign companies, only that 



























the NEP than five years ago, *-he s; 
Watching the outcome of the RP? 
scheme closely is the British-base« 


which early in March submitted. 
structuring | proposal regarding 
50.1% stake in the quoted Chem 


. Under the ICI scheme now awa 
government approval, all its Malay 
operations are to be consolidated un 
one holding company, which will à 
control the 50.1% shareholding 
CCM. Through share swaps and i 
CCM will acquire control of three 
subsidiaries which are partially owt 
by bumiputras. This should — if allg. 
well — push CCM's bumiputra own 
ship up from 13% at present to 30 
CCM will then make a two-for-t 

















M$50 million and the managemen 
reassured investors that the forme 
vidend rate of 27.5% will be mainta 
onthe enlarged capital. — — .— 
The REVIEW understands t 
another company, dairy-products ma: 
facturer Dutch Baby Milk Indu 
(Malaya), has been waiting for 
RPMM decision before initiatini 
own NEP restructuring plan. - 
50.23% Dutch cooperative-ow 
company is expected to submit a sch 
soon, armed at retaining the fore 
owned majority stake, while c 
sating the remaining shareho! 
the dilution of their stakes. 
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Seoul introduces incentives for corporate amalgamations 


By Paul Ensor in Seoul 

wo recently announced mergers are 

likely to be the first of a number of 
government arranged marriages be- 
tween financially ailing companies and 
healthy new owners through the coming 
year. They have been arranged under 
new guidelines which became law at the 
end of 1985 to deal with the problem of 
massive bankruptcies which placed 
particular strain on the financial system 
last year. The two acquisitions mark a 
first step in a new approach to the prob- 
lem, granting tax credits to both sides to 
seal the merger. 

Both companies had been under the 
trusteeship of their future owners for 
some time, but no final settlement had 
been made. The larger company ab- 
sorbed is Korea Heavy Machinery Co. 
(KHMC) which went into receivership 
under its main creditor, the Korea 
Development Bank, in 1981, with Kia 
Motors Corp. appointed as trustee to 
Oversee the management of the com- 
pany. Kia is one of the country’s three 
major automotive producers, and is cur- 
rently making heavy investments to pro- 
duce cars for export to the US (starting 
from the beginning of 1987) in a three- 
Way arrangement with Mazda of Japan 
and Ford of the US. 

A financial source put KHMC's 
debts at around Won 170 billion 
(US$191.9 million), roughly 10 times its 
paid-in capital. Kia is very lowly lever- 
aged by local standards, with a 
debt:equity ratio of 2.43. The second 
company, Poongman Paper Co., which 
will be purchased by Kye Sung Paper 
Co., has also been under trusteeship for 
some time with debts of around Won 30 
billion, roughly six times the paid-in 
capital. 

The government has for some time 
been trying to find a solution to “prob- 
lem companies” like KHMC and 
Poongman. There were 23 such com- 
panies before the two latest mergers. 
And they included the subsidiaries of 
the Kukje group, the sixth largest con- 

lomerate in the country before it 
olded in early 1985, and a number of 
construction companies which had suf- 
fered due to the sudden drop in orders 
from the Middle East, which had been 
hit by falling oil prices over the past 
three years. 

Customarily, the lead bank of the ail- 
ing firm is appointed to oversee its fi- 
nances after it is declared bankrupt, and 
another company in the same line of 
business is appointed to oversee man- 
agement. 

Under the arrangement, the man- 
agement is often completely reshuffl- 
ed. The chairman of the company (and 
his family) who, in the majority of 


cases, is the founder and largest share- 
holder, frequently forfeits his holdings 
— and in many cases would lose his 
home to the authorities as was the case 
for the chairmen of both KHMC and 
Poongman. 

Despite these moves against top 
management, the companies continue 
to operate, and complete liquidation in- 
volving large layoffs is avoided at all 
costs. 

Using the banks as financial watch- 
dogs within the companies and drawing 
on the managerial skills of carefully 
selected trustees has only been a tem- 
porary and frequently costly solution, 
with uncertainties 
about the future 
slowing already sha- 
ken companies. In 
some cases, such as 
Daewoo chairman 
Kim Woo Choong's 
1984 agreement to 
take over the man- 
agement of the trou- 
bled Keangnam En- 
terprise construction 
company, the trustee 
has insisted that the 
arrangement is tem- 
porary until further 
notice. 

In others, such 
as the parcelling of 
subsidiaries of the 
failed Kukje group 
over the past 12 
months, the plans 
have been for per- 
manent takeovers, 
but these have been 
elusive. Over a year 
ago, the government 
named buyers for the various Kukje sub- 
sidiaries, but still very little has been set- 
tled. 


outh Korea is not a country where 

mergers occur without nudging 
from above. When they do, to salvage 
a bankruptcy, the buyer gains a great 
deal of government goodwill, but at 
great cost because of the huge debts 
usually involved. Despite the tempor- 
ary nature of Daewoo's links with 
Keangnam, rumours regarding reputed 
ill-effects on the financial health of 
the conglomerate as a result of taking 
charge of Keangnam have been rife evér 
since. 

Negotiations between Hanil Fibres 
and Kukje's main creditor, Korea First 
Bank, over the takeover of the bank- 
rupt business group have centred on the 
terms and levels of financing coming 
in a package with the Kukje companies 
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if Hanil is to keep them operating. 


A series of forced mergers in the 
shipping industry over the past few 
years highlight other problems in bring- 
ing South Korean companies together. 
These problems include very complex 
shareholdings and crossholdings, and 
over-valuation of assets, a legacy of 
years of lax bookkeeping. 

The groundwork for the two mergers 
announced in early May was made with 
the passing of a law to streamline and 
encourage mergers late last year. The 
new law exempts both ailing and pur- 
chasing companies from paying taxes on 
transactions related to a merger at the 
request of the lead bank involved. In 
keeping with p practices, company 
owners are still penalised — with a stiff 
capital gains tax on assets sold when 
they do not meet values listed in the 
books. Lead banks are also subject to 
tax breaks related to merger transac- 
tions, and the law 
stipulates that loa 
shall be extend 
to cover any losses 
to companies on con- 
cessionary terms. 

Soon after he as- 
sumed office as dep- 
uty prime minister 
and minister of eco- 
nomic planning, Kim 
Mahn Je announced 
his plans to deal 
with the problem 
of debt-ridden com- 
panies. Kim, who, 
since he took the 
top economic post 
in January, has gain- 
ed a reputation for 
his activist approach 
to trouble spots in 
the economy, has 
called for an over- 
all restructuring of 


the country's co 
panies and ndul 
tries to improve th 
country’s competitiveness and com- 
panies’ financial health. Finance Minis- 
try sources expect 10 more similar 
mergers to be completed by the end of 
the year in addition tò settlements on 
the companies of the former Kukje 
group. 

The new policy should effectively 
clear dway the unwelcome ghosts of past 
failures and financial scandals from the 
public eye. But still unclear is how much 
actual liquidation of unproductive, un- 
profitable businesses will be possible 
within the bounds of agreements made 
on tax holidays and financing. Closing 
factories down would have unpleasant 
political consequences, especially for 
the government. With the merging 
of the companies, the buyers have 
taken the important step of assuming 
responsibility for future performance, 
but actual profitability may still be elu- 
sive. oO 
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w investment companies, 
‘med in the hope of getting more 
ate investment on the Dhaka Stock 
change, are finding their progress 
ampered by government rules, and by 
le country's unfamiliarity with their | 
kind of business. Industry sources say - 
“that unless the gover 
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Since. it was founded in 1946. the Far Essien | 


Ü *' conati Review has been dedicated to the in- 
. depth, authoritative analysis of the political, econo- 
. mic and financial affairs of every single country in 
. the Asia/Pacific region. Boasting a staff of over 40 
_ full-time correspondents and journalists located in 
= every country in the region, the Review is consi- 
. dered to be the leading publication on Asian affairs 
Qin th i deemed essential reading for 
i executives in business, banking, govern- 
E ment and the professions. 





. Over 85% of the Review's circulation | ison pré- 1 


E: paid Subscription, and in September 1984 a survey 
ot Review subscribers was conducted by Interna- 
tional Research Associates (HK) Ltd. 





Review subscribers are primarii y top manage- 
ment individuals who travel frequently, make key 


.. decisions for their companies and wield enormous 
-purchasing power. 


. Fora complete copy of the Review Subscriber 
. Study please write on your company’s letterhead 


Ms Elaine Goodwin 

General Sales Manager | 
Far Eastern Economic Review - 
. GPO Box 160 

Hongkong 





Or any one of our sales offices worldwide. 
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! by regulations 


Taka 50. million paid-up capita The 
| firms’ promoters had to subscribe the 
| entire paid-up capital, with the govern- 
| ment retaining 5% of e 
| authorised capital. The remaining Taka 
| 45 million was to be offered for public 
| subscription at a later stage. 
|. But they have faced several prob- 

he two need to | lems in raising funds for on-lending, and 
: in serving their clients. For example, 
| Aziz Ahmed, president and managing 
| director of BCI, says that to finance 
foreign trade for customers with which 
| it was dealing on other matters the com- 
| pany would need an authorised dealer's 
| licence to open letters of credit (LC) 
| and negotiate documents with foreign 
| banks. But permission has been refused 
| by the Bangladesh Bank (BB, the cen- 
tral. bank). He told the REVIEW: “If we 
| have to go through another commercial | 
bank to open LCs for our clients, which 
is a time-consuming process, we will | their managements 
lose them. They would prefer to go toa | the government) is be 
for speedy service. 
inot want to give the firms | ment. In addition, their 
this power, which is considered to be a | | 
| commercial-bank function. In addition, | subscription is being consider 
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areholders attending the 13 May 
innual meeting of San Miguel Corp. 
—) in Manila heard acting chairman 
res Soriano III defend his auda- 
bid for effective control of the 
any's share capital. But the Philip- 
ecurities and Exchange Commis- 
(SEC). concerned that Soriano 
to use an SMC Hongkong 
iary to buy a crucial bloc of shares 
» Philippine parent, barred the 
4C meeting from conducting other 
iiness, including a directors’ election 
ich would have formalised Soriano's 
osition as chairman. 

“SMC said it wants to hold another 
eeting to elect directors on 27 May, if 
SEC agrees to vary its ban. The SEC 
ns to begin an investigation into 
C on 30 May. It is worried that 
iano may be consolidating his per- 
al hold on SMC by using the com- 
's money instead of his own, in a 
iplex transaction which has yet to be 
éarly explained. 

The key to Soriano's bid. for control 
SMC, the Philippines’ largest indus- 
ial company, is a bloc of 33.13 million 
lares representing 31.3% of the com- 
pany's share capital, which was ac- 
quired in December 1983 by Eduardo 
Cojuangco, a close friend of the now- 
deposed president Ferdinand Marcos. 
On 1 April this year, Soriano offered 
P3.3 billion (US$166.7 million) for the 
hares on behalf of himself and unnam- 
ed associates. 

Philippine Government officials now 
ay they are concerned by news that the 
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(US$37.4m) 





Won 39.1b. 
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Miguel’s chairman seeks control using company money `- 


obert Cottrell in Hongkong and Jose Galang in Manila 
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shares will be Neptunia, a Hongkong- 
registered company owned 8075 by 


SMC and 20% by Soriano family in- 
terests. Neptunia's SMC shares would — 


thus be “locked-up” under the control 
of SMC’s own board. With 19% of SMC 
shares in the hands of the Soriano fami- 
ly, its allies and company retirement 
funds, the Neptunia arrangement would 
ensure that no outside party could ever 


other outstanding bloc of SMC shares is 
a further 18-19% bought by Cojuangco 
from financier Enrique Zobel, the fu- 
ture ownership of which seems likely to 
be decided by the Philippine Govern- 
ment following Cojuangco's departure 
for the US in February as the Marcos 
government was falling. 

Neptunia plans to finance its SMC 
share purchase with the HK$1 billion 
| (US$128.2 million) proceeds of the sale 
of its principal asset, a 70% sharehold- 
in its publicly quoted Hongkong 
san 


ing 


subsidiary, „Miguel Brewery 





(SMB). SMB is Hongkong’ s: biggest. 
brewer, and one of SMC's largest and - 
most ess ud operating units. Its po- 


tential purchaser is the US brewer 
Anheuser-Busch, which under Hong- 
kong takeover rules would be obliged to 
follow-up its acquisition of a conirolling 

| interest in SMB with a general offer to 
all other SMB shareholders. 
Soriano's manoeuvrings are worry- 
ing not only the SEC, but also the Philip- 
pines’ Presidential. Commission on 
Good Government (PCGG), set up by 
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incoming president Corazon Aquino to. 
investigate suspected illegal accumula- 
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The PC! 
critic of the 10 purchase, 

Ramon Diaz. on 7 May 
: moral." The turnabout 
came, the commission said, when it 
learned that the ultimate buyer of the 
shares would. be Neptunia, using money 













from the SMB. -It told SMC to dis- 
tribute the 33.13 million shares pro-rata 
to existing | shareholders. An SMC 
director, Raul Roco, responded by call- 
ing the PCGG “whimsical, capricious 


and despotic. — 


oco went on. to say that Sorian 
plan represented a considered re. 
sponse by SMC to the problem of dealing 
with the overhang of Cojuangco shares 






in effective control of the PCGG. He 


said that a first option, to constitute the — 
shares into a voting trust authorised by . 
Cojuangco and exercised by Soria 10, | 
would be “subversive and antagonistic” 
to the Aquino government. A second - 
option, to consider the shares as a bloc - 
held by the government on behalf of 
farmers, “wou. ake SMC perma: 
nently part of the political spoils of the | 
The: third option, Roco - 
said, was "for.the board of directors to | 
exercise their best. judgment so that . 
SMC could save itself. This required the 
purchase of the 33.13 million shares | 
which flowed f the right of the- 

























Soriano family to buy back this bloc of 
shares. The Sorianos were willing to put 
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tation of faith in the Republic . . . The 
sale of the Hongkong assets of an SMC 
subsidiary to purchase the shares was 
also the result of the best business 
judgment of the board." 

Cojuangco had originally acquired 
control of the 31.3% bloc of SMC from 
Soriano interests: Roco's statement im- 
plied that some form of buy-back or 
"first refusal" agreement accompanied 
that transaction, though this claim has 
been disputed by government officials. 
Roco also implied that Soriano person- 
ally guaranteed financing for the share 
purchase. 

Soriano's — hanker is the 
Hongkong and Shanghai Banking Corp. 
Apart from Roco’s allusion to a per- 
sonal guarantee, no other details are 
known about the financing arrange- 
ments for the share purchase. But pre- 
cisely who has guaranteed what may 

rove crucial to the future of Soriano's 
id, if title to either the SMC shares or 
Neptunia's SMB share become bogged 
down in Philippine Government pro- 
ceedings. Soriano made a P 500 million 
downpayment on the 1 April deal and is 
due to pay the balance by 21 June. He is 
said already to have missed one interim 

ayment, though without triggering a 
ormal default. 

One possible financing arrangement 
is for Hongkong Bank to have lent 
Soriano the downpayment — occasion- 
ing the personal guarantee mentioned 
by Roco, perhaps including a charge 
over the SMB shaves owned by Nep- 
tunia but attributable to Soriano in- 
terests. The balance of the purchase 
could then be financed by Neptunia 
using either the proceeds from the SMB 
sale or, as an interim measure, a bank 
loan secured on its total holding of SMB 
shares. 

It does not appear to be illegal under 
Philippine corporate law for an offshore 


- 


subsidiary to acquire shares in a Philip- 
pine parent company — though it is un- 
clear whether Neptunia is entitled to 
hold SMC *A" shares. Its ability to do 
so would depend on whether it were 
judged to be Philippine (by parentage) 
or foreign (by incorporation). (“A” 
shares may only be held by domestic in- 
vestors; "B" shares, which may not ex- 


ceed 40% of a company's capital, are 
available to foreigners. The Cojuangco 





bloc comprised 20.38 million “A” and 
12.75 million “B” shares.) 

But much criticism of the Neptunia 
purchase has centred less on its legality 
than on its discrimination against small- 
er shareholders: the Philippine stock- 
market has no takeover "trigger" which 
would require a change in control of a 
company to be accompanied by a gen- 
eral offer to shareholders. Many smaller 
shareholders would have welcomed an 
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offer at the P 100 a share bid by Soriano | 


for the Cojuangco bloc: it compares 
with a prevailing stockmarket price of 
P22 for "A" shares and P39.5 for “B” 
shares. The premium offered by 
Soriano has yet to be explained — whe- 
ther it was intended simply to knock 
out any possible competitor, or whether 
it reflected a true net worth not visi- 
ble in SMC’s unconsolidated balance- 
sheet. 

Soriano will have his work cut out 
steering the Neptunia deal through the 
coming weeks of government scrutiny. 
It will then remain to be seen whether 
the lock-up of the Cojuangco stake is an 
end in itself, or the prelude to a further 
shift in control of SMC. One possible 
second step would be for Soriano to- 
gether with a well-capitalised partner, 
such as: Anheuser-Busch, to seek con- 
trol of SMC by means of an outright bid; 
another might be for Soriano to try to 
extend his control over SMC by buyin 
in more shares using proceeds raise 
from selling more company assets and 
ultimately taking the company private, 
a technique called “leveraged buy- 
out.” 

Perhaps, analysts speculate, So- 
riano’s plans also cast Busch in the 
role of “white knight” should the Nep- 
tunia deal be blocked in Manila — by. 
for instance, providing for Busch to buy 
Neptunia itself rather than merely Nep- 
tunia's SMB stake, thereby positioning 
it as purchaser of the Cojuangco shares 
in the Philippine parent as well as 7095 
of the Hongkong subsidiary. 

The architect of Soriano's scheme is 
said to be Ramon del Rosario, president 
of the Soriano-controlled Asian Savings 
Bank and an active election-time cam- 
paigner for Aquino. His reward, ac- 
cording to company insiders, will be 
the presidency of SMC should all go 
well. ti 


EFFECTIVE EXCHANGE RATES 
Weighted for 1984 trade with the countries shown plus the US and Canada and 14 European countries. Figures are for the week ended 10 May. - 
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_ HONGKONG: The market hovered around the 
— 1,850s in lacklustre trading as excitement over 
"Cathay Pacific’s flotation died down. There were 
- no signs yet that returned funds from unsuccessful 
applications to the Cathay Pacific issue were rein- 
— vested in the market. Profit-taking dominated the 
-second half of the period, and the Hang Seng 
—]Index lost nearly 10 points to close at 1,832.5. 
Turnover was a moderate HK$349.52 million 
- (US$44.8 million) average a day. Brokers expect- 
ed the market to liven up again at the start of 
— Cathay Pacific's trading on 15 May. 


- TOKYO: The Nikkei Stock Average broke 
through the  16,000-point barrier, hittin 

- 16,078.24 points on 8 May, and closed the peri 
on 12 May at 16,105.23 points. Volume averaged 
— 714.2 shares daily, sharply up over the previous 
_ period. Domestic demand-related issues (prop- 
— erty, construction, transport) took a fall towards 
the end of the period. Some analysts blamed the 







































































— duced the opposite effect. Export issues, how- 
| ever, dipped. Chemicals and oils rose with the 
| yen. Consumer stocks, such as supermarket 
- operator Ito Yokado, took off. 


L ‘SINGAPORE: Shares were steady in quiet trading 
as individual investors started to make slightly 
preater use of the new scheme which allows Cen- 
- tral Provident Fund holders to make investments 
- in approved shares. Singapore Bus and National 
_ Iron & Steel Mills were the main beneficiaries, 
- along with other blue chips. The rest of the field 


-— was virtually ignored, with much attention still fo- 
a 
t 


- cused on the fallout from the Pan-Electric col- 
lapse. Fraser's Index rose by 99.43 to 3,485.87 on 
l 


de a 
- average turnover of 7.45 million shares a day. 


- KUALA LUMPUR: There was cause for investor 
J optimism during the period, with good news com- 
- ing from both the political and corporate sectors. 
—— The new political stability in Sabah and the ap- 
| pointment of a deputy prime minister helped 
= strengthen sentiment, while the official approval 
| of Rothmans’ restructuring proposal was an 
- added boost. Frasers Industrial Index closed 
83.59 points up at 1,992.42, though turnover re- 
— mained weak at an average of 5.78 million shares 
| traded. Rothmans closed 32 M cents (12 US cents) 
| up on the period to finish at M$4.66, but Promet 
| and Multi-Purpose Holdings continued to come 
p selling prese, even though both were 
| e 


-— trading well below par. 

| - AUSTRALIA: The All-Ordinaries Index lost 13.1 
| points over the period on falls in both industrial 
1 and resource stocks. Dealers said the market 
| looked particularly vulnerable in the short term 
| despite the heartening news of lower interest 
| rates. Nervousness was spreading about corporate 
| results due out in coming months, and the market 
| was in the throes of a technical correction after the 

bull run of recent weeks. The All-Industrials 

Index closed 13.8 points lower at 2,030.2 while the 
| Metals and Minerals Index fell 18.1 points to 
| 495.4. However, reports that Bell Resources had 


A mixed performance 


|] {ALAYSIA led gainers in Asia in the period to 12 May, helped by new political sta- 
bility in Sabah and good news on the corporate front. New Zealand, on the other 
- hand, lost heavily in the wake of poor results from major exporters. 


—— fall on the high yen, though that should have pro- 
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secured additional finance to raise its offer price 
for Broken Hill Proprietary Co. were a firming in- 
fluence. 


NEW ZEALAND: The market eased back in active 
trading. with the Barclays Index falling 3.5% on 
the period. The market suffered from a with- 
drawal of private client support, due to the recent 
rash of cash issues. In addition, some recent poor 
profit results have highlighted the problems major 
exporters have — which include a strong local dol- 
lar and high domestic interest rates. However, 
corporate and institutional activity continued un- 
abated. 


SEOUL: Volume dropped dramatically durin 
the period as investors took to the sidelines in du 
trading. Average turnover fell 11.9 million shares 
to a daily average of 17.16 million, while the com- 
posite index slipped 3.06 points to 199.92. The 
slowdown has come amid uncertainty about the 
direction of monetary policies — which are likely 
to move from being expansionary to tight. There 
are also signs of a liquidity squeeze among securi- 
ties houses, which are short on margin funds (the 
effect of Ministry of Finance measures to cool the 
market). 


TAIPEI: The market firmed on more active trad- 
ing we rg the period. The weighted index 
closed at 915.61, up 26.35 points. A combination 
of favourable economic news — notably, the re- 
lease of strong April export statistics and new up- 
ward pressure on the yen following the Tokyo 
summit — and renewed activity by institutional in- 
vestors helped push the market up. The Taipei 
Fund, one of three new US$25 million foreign-in- 
vestment funds approved by financial authorities 
last year, was expected to remit its funds into 
Taiwan within a week, becoming the second fund 
to do so. Trading volume was up, as transactions 
—— NT$1.82 billion (US$45.5 million) a 
ay. 


BANGKOK: The market held firm despite con- 
straints on mobility caused by severe flooding in 
Bangkok during the period. Although the market 
opened weak, stock prices gradually moved up 
throughout the period in slow trading. Leading 
the way were Siam Food Products, Siam Cement 
and Siam Commercial Bank. The Book Club 
Index closed the period a mere 0.04 of a point u 
on 117.04. Most counters remained unchanged. 
Union Textile was the best performer. Volume 
amounted to 381,602 shares, worth Baht 58.22 
million (US$2.21 million). 


MANILA: Prices of most stocks are back to their 
levels at the start of the year, a reflection of the 
widespread confusion over directions of govern- 
ment policies affecting business. In the week to 12 
May, all market indices retreated, though value 
turnover rose sharply owing to a surge of activity 
in the oil section. The mining index ended 19.71 

ints lower at 949.58, the commercial-industrial 
indicator lost 0.35 of a point to 229.3 while the oil 
marker fell 0.026 to 0.787. 
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Ajinomoto 1570 19 t 
Alps Elec. 1920 -&.1 4 
Amaga 920 -32 i 
Asahi Chem. 841 «19 t 
Asam Glass 1190 -40 4 
Bridgestone 656 +41 3 
Canon 1060 -78 H 
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: The re-opening of China to foreign trade 
and investment has demolished the last 
major bastion to Western trade, opening up 
the world's largest potential market. 


a As Huan Xiang, a member of the Standing 
- Committee of the People’s Congress and 
- adviser to the Chinese Academy for Social 
. Sciences, explained at a conference in Bei- 
jingi in May 1985: 


| “The policy of opening up to the outside 
y .. World has become a long-term fundamental 
^ policy of the government. The government 
_ first made a decision to adopt special policies 
and flexible measures regarding Guang- 
«e = dong and Fujian Provinces, and later estab- 
aS _ lished the four Special Economic Zones, 
henzhen, Zhuhai, Shantou and Ziamen, 
opened up the 14 coastal cities and Hainan 
. Island, actively enlarged the scale of external 
- economic and technical exchanges and co- 
. operation, and actively utilised foreign capi- 
- tal and made efforts to attract foreign enter- 
- prises to China to set up joint ventures, 
cooperative production projects and all- 
-. foreign-owned firms." 
In 1984, the 14 coastal cities alone signed 
over 400 agreements on utilising direct 
pee investment and nearly 1,000 agree- 
= ments on taking loans from foreign entities 
- for effecting technical transformation, with 
- the total amount of foreign capital used con- 
. stituting 1.5 times the total direct investment 
. ofthe previous five years, and 2.5 times the 
total of loans. 








































This book explains how to do business 
with China by taking advantage of these 
new opportunities. It discusses the 
country's economic performance and po- 
tential, the economic geography of the 
country, the political system, the role, 
volume and channels of doing foreign 
business, the forms of doing business 
and the legal, regulatory and tax environ- 
ment. 


It also provides practical information on 
the many do's and dont's through the use 
of enlightening case histories. 


* 
— — — — — — — — — — 


A guide to doing business 


















(195 pages — liberally illustrated with colour plates, maps and graphs) 


The Authors 


Robert Delfs 


Robert Delfs joined the Far Eastern Economic Review as China Business Correspon- 
dent in 1981 and is a former editor of the Review's China Trade Report. He has also 
contributed articles to other publications including the London Times, and the China 
Business Review. Based in Hong Kong, Delfs travels frequently in China and the Asian 
region. A graduate of Stanford University, he attended Princeton University as a 
graduate student in Chinese history and studied Chinese and Japanese in Taipei and 


Tokyo. 


Thomas D. Gorman 

A graduate of Princeton University's East 
Asian Studies Department, Thomas 
D. Gorman began the study of mandarin 
Chinese in secondary school in his home 
town of Wilmette, Illinois. He is now Pre- 
sident and Publisher, China Consultants 
International (Hong Kona) Ltd. He has 
been a Hong Kong resident since 1974, 
and began travelling in the People’s Re- 
public of China in 1975 on behalf of 
China Consultants International. 


Owen D. Nee, Jr. 

Owen D. Nee, Jr. is a partner of the inter- 
national law firm, Coudert Brothers, and 
is in charge of the firm's China practice. 
He is a graduate of Princeton University 
and Columbia University Law School, 
where he was a member of the Board of 
Editors of the Law Review. Nee first 
studied Chinese in the 1960s at the 
Chinese University of Hong Kong while 
serving as a Princeton-in-Asia Fellow at 
the University. 


si) Your Copy of This Valuable Book Today! 


US$15. 

Send to: Name: 
Address: 
Type of Business: 
Title: 


Vocem Manager, Far Eastern Economic Review, 
G.P.O. Box 160, Honakong. 


Please send ........... copy(s) of China for which I enclose US$60 per 
copy. For surface mail delivery add US$4, for airmail delivery add 


You may forward payment in equivalent local currency. 


R0522EC 








tL ee, 


| 12May 
u Ssi WORTH Banknote 


raig 


1.346 
0.6448 
13785 
ERES 
P812 


` Copper 
Current delivery May} 
Hina delivery 
Malaysian Tin 
Current delivery (Juty! 


E 
| 
| 
| 


| P jb 


p 


$55 white tob. 


iN £atonne {2} M$ akg E US$ an ez 
FEL 56 io tsusbet (B) USS a tonne 


Hj USc ai 
Bi Me akg 


CURRENCIES | 


Spot rate t 


67 25-47 44 


197—190 


1,285—1,298 
1,305— 1,306 


555-—505 
560---570 


194.20— 194,40 
187,80-- 198.45 


342.50 
278—279 


537.50 
536—537 


246.25-—247.75 
235—236 


200 


iS MS a tonne. 


342.70-—343.20 


$7.83 


1,321—-1,325 


197.40— 187.560 


315—316 


535.50 —536,00 


237.25--237.50 


Qfficíai discount 
des 


— bank 24-hour 
rate 


inter-bank t-month 
rate 


Inter-bank 3-month 
rate 


3-manth time deposit 
rate 


"longterm  tshort term 


£ Stering 


HLSTS 

10.25 
2.875 
4.3625 


Source: Hongkong Brokers Ltd aod First Pacific Finance, 


— ago Year ago 


| $3.80 $4. 1564.30 


2120 
333.00——333.50 


28.77 
324.25-—324.75 


53.99-—54. 10 65.30-65.35 
192.00— 192.50 
1.820— 1.827 
150.80— 151.00 93.209--93.40 
330.25—-330.75 
5286.75—527.25 
238.00— 238.25 


28175 282.25 


230 


(6j USe a 60 Ib bushe 


Seurce: Reuter. 


12 May 
Description 


Long tern CA BK Jap 10-3/4 1/June/96 
Nippon Credit Bank 10-3/8 B/Juty/05 
Sanwa inti Fir 11:02 & iure 
Eksportfinans 14-4/4 29/ Maro? 
Ontario Hydro 10- 1/4 19/Mag/00 
Australia 11-1/4 18/Oct/90. 
Australia Commaornwlth 11 28/May/85 
EEC 8-5/8 27 /July/9D 
Wodd BK 11 6/Feb/9g3 
£1B 10-174 20N6v/94 
BECS 9-3/8 7/00/1988 
Darctays BK Fin Co. 10-5/8 19/Dec/95 
tADB 9-7/8 23/0ec/ 1995 
ALP: ————— 
Citicorp 11-1/2 t3/3une/1995. 
Merrill Lyra Co. ine 12-274 4000/89 

, BM Wartd Trade Corp. 10-1/4 1A/Nov/95 
General Electic T1 T5/Feb1991 — 787 
Prudential Realty 11-778 15/48/82 
Merrill Lynch OVS 10-578 2íR/Apr/90 
ERC 11-3/8 1/Fob/t984 
EiB 11-3/41 18/Aug/ MIS 
WB 11,25 15/May/ 10985 
WE 6.5 L/Octitags 
WB6.25 1/0ec/88 
WB 7,5 tjune/ 1990 
WB 7.25 1/Feb/1993 
EIB 7.5 Iira tia 
ADE 7 75 1/Apr/1993 
TBM WTCB. 25 B/Aug/ 1990 
WB 8.5 30/0cU 1995 
Vancouver (city off 11.75 ZG/Fep/gó 
Australia No. 2 6.6 23/Feb/9n 
FOF No. 38.10 24/Feb/03 
WB No. 24 7.60 2t/Doc/05 
WB No. 9 6.5 28//uty/ 1908 


13.878 


12.65 


p ur M 
“FIA aye c 


Tis 


Ted T, 
tab d 


Em 


ee 2 


THE 
HEE Seg 


1082572 


165-778 
d 


6648" 


187-578 
108 Bid 
3108 


HB-B 
ELT 7 


WARE 
102-4 
Uem 


age BR 


Wed 
109.18 
505-374 
im 
110-36 
160-4 
104-8 
MEER 
OTe 


Source: Merrit} Lyach — Sun Hung Kai Overseas Securitas) Co. Ltd. 


— INDICATORS — — ASIAN COUNTRIES | 


 an.-Mar. 
t MKB. 45b 


733.86 
238. 


HKE55:67b 
- 10.89 
+310 


Í Latest 3 mnths index: average 362.1 
ijan Mar) 
+ OFS 


E" change previous 3 months. 
; -286 


& Ye Change year ado 

Money Suppty (3) 

. Latest: 
Mar.) 


-agi 
1221 


Get. 70-Sept. 80= 


HR$200.20b 


£3 
PNov. Jan) 

-0.16 

*0,48. 


. 882? .73ty 
{Febi 
0.9 
477 


indonesia 


4.1 0-1.8 
LE ñ 0-3 


U8$5.06h 
. fan} 
“USES. 75b 


1982.270 
{Feb} 
541.646 
i Baht 13.7b 4 US$0.003b 
' (Dec.-Feb) 
- Baht 15.3b 
Baht 15.3b 


+ USSO DOIE 
*«USsa.004b 


Baht 48.4b US$O.005b 
46.0 : 44.95 
^t -0.22 


Baht 62.1b 
3*5 X. € 5.28 
-2.7 + 80,27 | 


1976 100 

1956 

^s (DeeFeb 
-03 


254.92 


$1.66 

RR e$,35 

Baht 599b 
an). 
1, z 


| Nov} 
a pac Å 


annman arininn annoy nanaman an nia aana Enies 


fOct.-Dec 4. . 


US$0.002b ` 


Apr. -Mar T8 100 | 
iDec.-Feb.j 


Éps22;:331b..- 


Philippines 


46 
Pa 


LS$27.80b 
Fen). 
USSR 38b 


444 12.4603) 
ijan Mar) 
-USETE 83b 


USSE 46b(61 
-88 
+48.2 


= 47 


1978« 100 
355.3 
iSept.-Nov 
^0 
= $2.4 


RB11327h 
(Oct? 
8.8 
817. 5 


—Ó CÓ ———M 
— — — — — 


47 
&-8.5 


US$SZA b 
© Raby 
USSF 3b 


+ US$2 dh 
Fab Apr.) 
USES ob 
> LBS anb 


USES 43b 
+40 
+183 


USRS 44 
u a4 
ETF 


3 TOS 


Co (Feb.-Apr! 


eR 


—— ———— anaana nnna a mi gana in 


— —— AL: 


——————————— 


T we Official and other estimates ia Consumer Price index A b M2 or currency plus teark deposits i4} Peninsula Malaysia only e IME. definition 01 reserves minus s gold. except: du Singapore. i 


i Customs basia (7 on 8 c ih Excluding peteroteum products. 











ndian diplomacy has been changing 

the shades of its skin. Indian art and 
culture, which until not so long ago was 
regarded as nothing much to talk about 
in the elitist Foreign Office circles in 
New Delhi, is now becoming a principal 
idiom of its language. 

A few months ago, India opened its 
first overseas cultural centre in Bonn, 
West Germany. This summer, another 
centre is scheduled to start working in 
London — with Paris and Rome to fol- 
low. These, together with the ones in 
Fiji and Mauritius, where ethnic Indians 
form a sizeable chunk of the local popu- 
lation, will form part of a growing net- 
work of cultural outlets comparable to 
the British Council and the Alliance 
Francaise. 

But the biggest cultural thrust of all ts 
supposed to be achieved through the 
Festivals of India. Launched in 1982 on 
an experimental basis, the Festival of 
India in Great Britain was rated such a 
roaring success that France and the US 
soon plumped for it in expectation of 
improving relations with New Delhi. 
And for Prime Minister Rajiv Gandhi, 
the Festival of India in the US proved to 
be an even better image builder abroad 
than the one in Britain had been for In- 
dira Gandhi. So, it is no surprise that 
"festival diplomacy" has come to stay. 

Even while the Festival of India was 
on in the US, there were proposals that 
it should later travel to other parts of the 
North American continent. The Cana- 
dian request to have it was rejected out 
of hand as a mark of displeasure over 
the Sikh extremist issue. 

Mexico's request was put off for the 
pnt So were requests from Holland, 

est Germany and some Nordic coun- 
tries. (In fact, West German Chancellor 
Helmut Kohl repeated the suggestion on 
the eve of his visit to New Delhi in the last 
week of April.) Instead, it has been de- 








cided (with due diplomatic significance) 
to take the festival in a different direc- 
tion: the Soviet Union. 

Last March, the Soviets signed a pro- 
tocol in New Delhi for hosting the Festi- 
val of India (June 1987-June 1988) and 
sending an equivalent Soviet. festival 
(November 1987-November 1988) to 
India. It may be recalled here that the 
Americans were the first to insist on a 
reciprocal exchange of festivals. In fact, 
they had to bargain hard for it in the 
Indo-US Joint Commission meetings. 
And yet, the US Festival in India re- 
mained a non-starter, because the two 
sides could not come to an agreement 
on the choice of subjects. 

According to sources, the Indians 
were insistent that the best of works in 
the US museums be loaned for exhibi- 
tion in India. The Americans, on the 
other hand, argued that these works 
were not truly representative of that 
country since most of them had origi- 
nated elsewhere. In this diplomatic ding 
dong, all that the two sides could agree 
on were some samples of the crafts of the 
American Indians, such as the Hopis. 
The state of the argument reflected, 
apart from considerations of aesthetics 
and culture, the state of the Indo-US 
dialogue immediately before and after 
Mrs Gandhi was removed from the scene. 


he French, almost like an after- 

thought, have since asked for a six- 
month return festival which has been 
scheduled for autumn 1988. And the Ja- 
panese, following Rajiv Gandhi's 
Tokyo visit last November, are getting 
set to organise a three-month festival 
(autumn 1987) in India to be followed 


| by a six-month Indian festival (spring- 


The controversial Yakshi Statue; medieval sculpture: cultural thrust. 


autumn) in the following year. Next to 
being the land of the Buddha, the Ja- 
panese interest here has been mounting 
of late with the growth of industrial col- 


E 
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laborations. Some- 
what characteristi- 
cally, the Japanese 
are highlighting 
photography (and 
equipment) in their 
proposed show in 
India. 

It is the Soviets, 
however, who have 
sought total reci- 
procity in their ex- 
change of festivals, 
almost item by 
item. A major Mahatma Gandhi exhibi- 
tion in the Soviet Union, for example, 
will be matched by an equally grand 
Lenin show in India. Both sides have 
agreed to make available the best of 
their collections for the exchange. 

Besides Moscow and New Delhi, the 
two festivals will travel to all the sta 
capitals and major urban centres in thc 
two countries. “For the first time," Fes- 
tival of India chief S. K. Misra said in an 
interview, “we shall reconstruct the his- 
tory of Indo-Russian relations from the 
earliest times, and exhibit it with origi- 
nal archival materials." Also listed on 
the agenda are special interest group ex- 
changes, such as youth and women, and 
exchange of material for the media, 
especially radio and TV. 

This, of course, will be the biggest 
manifestation of festival diplomacy so 
far. And though reciprocity is being 
worked out to the minutest detail 
(again, for the first time), the Soviets 
may turn out to be doing one better on 
balance. When the odds are evenly di- 
vided, a senior diplomat pointed out, 
the Soviets are bound to have a better 
impact on an open society than the In- 
dians are likely to gain in a state-con- 
trolled system. The Soviets, in short, 
are keeping up their reputation for bar 
gaining well. — M. K. Tikk: 
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best-selling portablecomputer 
has a little competition. 


No there's a portable personal 
computer so small, so light, and 
so fast it defines a new industry stan- 
dard. From the same company that 
set the standard—COMPAQ* The new 

OMPAQ PORTABLE II" has all the 
advantages of the world's best-selling 
full-function portable—the original 
COMPAO Portable—plus it's even 
more portable. And it's far more 
powerful than most desktop 
computers. Never before has 
a computer this small been 
capable of so much. 
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Introducing 


the remarkable new 





Expansion potential? The 
COMPAQ PORTABLE II can handle 
an optional 10- or 20-Megabyte 
fixed disk drive and up to 4.1 Mega- 
bytes of RAM. And you can add a 
modem, a networking board, or a 
board for communicating with your 
mainframe. 

The new COMPAQ PORTABLE II 
puts tremendous computing poten- 

tial within the grasp of every 
computer user. Plus, it's 
made by the undisputed 
world leader in portable 


With its 80286 processor, personal computers. 
the COMPAQ PORTABLE II COMPAQ PORTABLE II Call for the name of the 


can run all of the popular 


business software written for IBM* personal comput- 
ers. At speeds three to five times faster than the COMPAQ 
Portable, IBM PC/XT™ and other compatibles. 

And because of its standard 360-Kbyte diskette 
drive format, your data diskettes will be fully inter- 
changeable with other COMPAQ, IBM, and compati- 


ble personal computers. 


It simply works better. 


dealer nearest you: 


In Malaysia call Microcomputer Centre, 60-3-7188332. 

In Hong Kong call Microware USA Limited, 852-5-216577. 
In the Philippines call Datronics, 63-2-866133. 

In Thailand call Olympia Thai Ltd., 66-2340770-8. 

In Singapore call Microcomputer Centre, 65-2255855. 

In Indonesia call PT Elang Mahkota Komputer, 62-21-361343. 
IBM" is a registered trademark and IBM PC/XT™ is a trademark of International 
Business Machines Corporation. ©1986 COMPAQ Computer Corporation. All 
rights reserved 
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Korean Air now flies to the U.S.A. 
35 times a week from Seoul, And, of 
course, there are convenient connecting 
flights from all major Asian cities. 

Now there are ten non-stop flights a 
week to Los Angeles, and four direct 
flights. Seven non-stops to New York, 
and three direct flights. No other Asian 
airline flies there more often. And a total 
of eleven flights a week to Honolulu. 
There’s a non-stop flight there everyday. 


NOW WE FLY THERE 35 TIMES A WEEK. 


Plus, every flight to Los Angeles and 
New York offers the comforts of Prestige 
Class — extra-wide seats, priority check-in, 


You can get convenient connections 
tothe U.S.A. on Korean Air from all these 
Asian cities. 











fine wines, and more. It's the business class 
that gives the travelling businessman the 
prestige he deserves. 

Next time you're flying over to the 
United States, look into Korean Air, 
We've got the service, and the schedule, 
you've been looking for. 


KS REAN AIR 


WE'RE HONORED TO SERVE YOU AROUND THE WORLD. 


Were just 
a breath away 
from the crush of 
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open, a hotel in Hong Kong that takes you out of the 
crush, but not out of your way. The new Riverside Plaza, 
located on the banks of Shing Mun River in Shatin. Just 15 
minutes from Hong Kong's International Airport and 20 
minutes from the Star Ferry and fabulous shopping. 

You'll be greeted by friendly, smiling faces. Discover our 
wide open spaces and our rooms and suites — all exceptionally 
spacious. 

There’s room to play at our pool and Health Club. Room 
to relax at our four restaurants and bars. 

The Riverside Plaza. Giving you room to breathe. 


* Opening offer: 30% off on published rates 
up to August 31, 1986. 





HONG KONE 


A REGAL INTERNATIONAL HOTEL 


Gives You Room To Breathe 


For reservations, contact your travel agent, Supranational Worldwide Reservations, 
Utell International or the hotel — 
Tai Chung Kiu Road, Shatin, N.T., Hong Kong. Tel: 0-6497878 Cable: RIPLAZ Telex: 30013 HORPAHX 


RP 7559 


Subscribe now 


and ensure your copy each week. 


FarEastern Economic 








JETSPEEDED RATES 
— — — 
Brune B5125 00 
— — 
Japan ¥6.750 00 ¥22.500 00 
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— — 
Singapore 5512500 
Trara — 
Resto! Asia US$21 00 US$70 00 
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SURFACE MAIL RATES 








HKS94 50 HK$173 50 
US$19 50 US$36 00 
£16 50 

AS21 00 












US$65 00 
£55 00 





Elsewhere 






... plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind. 


Rate: Soft cover US$21.95 or HK$170 (or 
the equivalent in local currency). Add the 
Yearbook cost to your subscnption rate shown 
above, and send the total, with the completed 
coupon 














Ep Ee 51 
Please enter my subscription for | 
3 months | 
| § months 

1 year | 
Please include the Yearbook at extra | 

USS21.95/HK$170. For airmail delivery, 
please add: US$6/HKS45 | 
Payment ot _ Is enclosed | 
Name | 
Address | 
Country | 
Cheque payable to Far Eastern Econorrac Review enclosed | 
To: Circulation Manages | 
Far Eastern Economic Review, GPO Box 160, Hongkong | 
“SO e E WONCOS22 | 


Plane Perfection. 





performs Tor Your profi X 
Its design, ideal for short or 


ramp 


For further information, contact: Construcciones Aeronauticas, S. A. Rey Francisco, 4. 28008 Madrid. Spain. Phone: 248 53 09. Telex: 44729 
Or contact: P. T. Nurtanio; BPP Teknologi Bid., JI.M.H. thamrin 8, Yakarta, Indonesia. Phone: 322 395. Telex 44331 ATP. JKT. p 
CASA Inc.: 1215 Jefferson Davis Highway. Suite 404. Crystal City. Arlington, VA 22202. USA. Phone: (703) 486 53 70. Telex: 901109. 





7 


A 


Duffhill King Size 


- "d 


d — 


* 


Lu 


Uu 
F^ 
A" 
£F ^ 


` 
9 
" 


s 
£ ^. 
F^ 


9 
F ^ 
€" 
f` 
" 


2 um 
a : 
F^ 
= 
ER 


` 


i 


— 
A A 
£^ 


£^ 
K^ f 
A S 


QS fe S AN FS ESS 
l r 


4 
au fu £F» £ 
F^ 


"cw Lu A 
" 


K^ £F^* 
fA ENAN 


, 
4 
B 


1 


Bate fo he INS A 
2. a Ff 


JA 
KY FS? 
K^ 
pu S CN PRN NSS, 


^y Yu Xu X La alb ial 


E 
` 


AAAA 
f~ fw 46» 


` 
i 
` 


P A a 


gs 4s x FX 


, 
" 
a 


POS EN AN AN 
TAA 


Sate ENAN An AN 


i1 € | 
F^ "S 
F-. 7 


LI 
WX LARA 


ANS S 08 
Fs J) DAA 


ZEN MSN FEN FN 


y oua 
ee 


we twtle fu fe fe’ 


Ts TS LL ee 
. 
M 


L7 3722 


(t 
" 
c 

, 
^ 


' 
, " - i Pho PS à 
s 1. wo ' - i 5 Ww du A n Js 
LF ALT T 
— T a 
TL 3717072774 
T—-——" C ee Pe T 
— «9. 9 2 7 An T Ae 
"UL Ts ^i 
IL eT "iow 7 Rs ^ ne 
WP WI Te F7. d 
-— LT a 7 ds 
"UN "r" "A. 27 As 
T «LC oT Rs 74 


B 


TN EN "Ew T PEE. 2 Ww 
s. , 9. ~ 2. XXE 
eae, ee. Wl Tied 


~ ™ — ro Lae del 


7 
i. ‘= ~ ra ra 


Alwaysin 


c 


zpod taste 


T ' 


Created bi-oürblenders 
[rom-tebaecos-of"exceptional quality 










OE eene New Banana Republic? 


PHILIPPINES: 


Army Shake-up 


THAILAND: 


PSA's Fall from Glory 
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Australia A$2 50 — Bangladesh Taka 30 — Brunei B$4 — Burma Kyats 5.50 — China US$2 — Hongkong HK$15 — India Rs 24 — Indonesia Rips 2000 — Japan Y 660 — Korea Won 1500 
Laos US$2 — Malaysia M$5 — Nepal Rs 22 — New Zealand NZ$3 — Pakistan Rs 22 — PNG Kina 2 — Philippines P20 - Singapore S$4 — Sn Lanka Rs 30 
Taiwan NT$70 — Thailand Baht 40 — U.S. Armed Forces US$2 75 


Striving for the extra gram. 


Samsung. Strong and high-spirited. 


We provide the ultimate user comfort in audio and that you can have both: Sophisticated technology 
video equipment, home appliances, and office auto- and user-friendly features. It's these precious few 


Samsung's featherweight 8 mm camcorder proves 


mation. It takes a real electronics heavyweight to grams that determine whos to stay on the cutting 
make minuscule 2" color TVs, 90 mm flat edge of high technology. Its Samsung s motivation 
VCRs or 200 gram light stereo cassettes. to make this crucial difference that's behind its 
[t takes commitment. It takes Samsung. selection as the chief telecommunications suppli 
Our 1,500-member R&D team, supported for the '86 Asian Games and '88 Olympics. 
by a 596 of total revenues. is striving for the So, have you got heavy business loads 
highest-tech creations. Our products are lately? Weighty problems on your hands: 
most advanced, compact, and light. Then turn to us. Samsung. 


How light? Delight. We'll uplift your spirits. And bring delight 


5$: SAMSUNG 
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[LETTERS TO THE EDITOR 


| Lesson from the past 


Prof. Malmqvist's “alternative view” of 
China today, at least as presented by 
Mike MacLachlan [FOCUS, 17 Apr.| 
| seems to be partly inconsistent: 
| If China would really have *moved 
back to the China of the 1880s with the 
foreign enclaves and all that they en- 
tailed,” the present authorities would 
certainly not have the power vis-a-vis 
the foreigners to do “such things as re- 
fusing to honour agreements in joint 
ventures . . . raising the cost of land and 
services suddenly, and on the other 
hand, refusing to accept that foreign 
partners' costs may have to rise." 
| Malmqyvist's assertion that “China is 
selling off its natural assets to the for- 
eigners" conflicts with the fact that in 
not a few cases the Chinese are charging 
the foreigners very high international 
| prices for very low local service and 
local products of low quality. There is a 
growing feeling among foreigners in 
China that it is them, not the Chinese, 
who are being fleeced. 

It seems that it is mainly the conser- 
vatives, dogmatic Marxist-Leninists and 
, Maoists within the Chinese Communist 
Party who are unhappy about the eco- 
nomic opening to the West, and it is all 























grist to their political mill when foreign- 
ers talk irresponsibly about the alleged 
"fact that China is selling off its natural 
assets to the foreigners." 

Therefore, I do not foresee a new 4 
May Movement but I see the danger of 
an anti-reform palace revolution like 
the one that put an end to the 100-days- 
reform in 1898, 


Hamburg Peter Schier 


Supporting the Arts 


My thanks to the REVIEW for its com- 
prehensive and excellent COVER STORY 
— The state of Bengal — [3 Apr.]. This 
package of articles has done more for 
my appreciation and understanding of 
that region than any other periodical's 
coverage I have read to date. 

I would like to see the ARTS & SOCIE- 
TY section develop and expand to pro- 
vide the same comprehensive coverage 
as regional and business affairs. 
Singapore Wolf Reichenbach 


War and peace 


The Sikh gurus preached peace and love 
for all mankind. However, just as the 
Vatican has now done, the gurus ap- 
proved the use of force by the Sikhs if all 


jr epitome of British tradition 


is London's most 
famous hotel. 


The Dorchester. 











In the heart of Mayfair 
stands a living tradition. 
The Dorchester. 

A Regent hotel. Here, 
you'll find the highest 
standards of service and 
cuisine in London. 


‘The Dorchester 


A REGENT * INTERNATIONAL HOTEL 


AUCKLAND. BANGKOK. BEVERLY HILLS. CHICAGO. DÜSSELDORF. FIJI. HONG KONG. KUALA LUMPUR. LONDON MELBOURNE NEW YORK. SYDNEY 


LONDON 001-629-8888, TELEX 887704; HONG KONG 3-663361; SINGAPORE 7373555. 
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Not all countries have the same problems. 
Big or small we solve them all. 
Energy policy of every country must take into consideration geographical, 
industrial, economic and social criteria. Countries without any energy 
resources have to base their energy independence on electronuclear program. 
Other countries with coal and oil resources will consider nuclear energy only 
as an additional security. In both cases, countries will have to deal with basic 
matters: construction of nuclear plants, uranium supply, implementation of 
all the nuclear fuel cycle activities. They will find a great benefit in dealing 
with specialists for education and training programs in various fields: uran- 
ium mines, production units or fuel storage. Together, let's split the bigger 
problems in smaller ones. First of all, if there is some uranium in the country, 
should it be mined? If you choose to rely on your own resources, you may have 
to set up agreements for exploration services, mine engineering and ore 
processing. Otherwise, examination of international uranium market mecha- 
nisms will bring other questions: how to secure longterm supplies? What kind 
of contract should be negotiated? For the enrichment step, how to select a reli- 
able supplier and manage a procurement based on stable commercial criteria? 
Then, for the manufacturing operations of the fuel cycle, let's study the 
local possibilities. Finally, last but not the least, what are the options for 
the spent fuel? And what about the answers? Big or small, Cogema has 
-solved successfully all these problems for itself and some partners. With 
you, Cogema is ready to share its experience and find out the answers. 
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MIT 
The nuclear fuel company 
2 rue Paul Dautier, BP n? 4, 78141 Vélizy-Villacoublay. Cedex France. 





peaceful means have been tried and 
have failed. The Sikhs in frustration, 
now have come to the conclusion that 
resort to arms is their only hope of survi- 
val. Hence, the call to arms by the Sar- 
bat Khalsa (Sikh Parliament) which 
gathered on 13 April at the Golden 
Temple. 

Can the present situation in Punjab 
be contained? I would say that it can, if 
the Indian Government gives up the 
military option and seeks an honest po- 
litical solution with the real leaders of 
the Sikhs — the angry young men who 
have borne the brunt of the oppression 
(the so-called moderates have been dis- 
credited by their failure to secure a 
just agreement and the actions of the In- 
dian Government in not honouring the 
Gandhi/Longowal accord). The moder- 
ates cannot survive without the protec- 
tion of the guns of the Indian Govern- 
ment. 

It is an open secret that the Sri Lan- 
kan Tamil militants receive sanctuary 
and training in India. New Delhi is pres- 
suring the Sri Lankan Government to 
negotiate a political settlement with the 
Tamil militants; it should show its sin- 
cerity by setting an example to Colombo 
by entering into negotiations with the 
Sikh militants (who, after all, are Indian 
citizens) for a just and lasting political 
settlement in Punjab. 


Singapore Jaswant Singh Gill 





All at sea in a brolly 


| usually fly over mixed metaphors in 
fine publications with tight deadlines, 
but in FOCUS on China Too Mar.| this 
one by Richard Nations stopped me 
dead in my tracks without a paddle: 
"At its core lies the US’ unilateral 
guarantee of Japan's security, which 
provided a virtually cost-free defense 


umbrella, allowing Japan to sail free of | 


the Korean War and ride a tide of ex- 


ports back to international respectabil- | 


ity.” 

And then, in the same issue, SHROFF 
apparently wanted to have his cake and 
knead it too: 

“The cake is bigger, though the 
dough may be rising slower." 

Xian, China Amy Klatzkin 


Efforts for the year 


After reading Hamish McDonald's arti- 
cle, Nuclear-free fallout [24 Apr.]. it 
might appear that Australia is doing no- 
thing for the International Year of 
Peace. 

The facts are that Australia's pro- 
gramme for International Peace Year is 
based on the community itself and not 
on the government selling its policies. 
The National Consultative Committee, 
which spans the entire spectrum of Aus- 
tralian politics, has been able to agree 


more than disagree in reaching dec 
sions on what to recommend in suppo 
of the many community projects pri 
posed. 

Funding approved so far includ 
projects put forward by religious ar 
community groups such as Peop 
Against Nuclear Disarmament whic 
has long-held very firm views on whe 
| Australia should go in relation to pea 
and disarmament. 

The suggestion that peace and di 
armament issues should not conce! 
, Australia because we are too small ar 
too unimportant to have any influenc 
must be rejected in the light of the Au 
tralian initiative which has seen 13 n: 
tions of the South Pacific come togeth: 
and give us hope of a South Pacific m 
clear-free zone. This has been haile 
as the best initiative of its kind in « 
years. 

As far as the comment attributed ! 
Patrick White that New South Wak 
Premier Neville Wran is "the bigge: 
hypocrite in this state," it shoul 
pointed out that Wran has autho 
the largest state government financi; 
allocation for the International Year « 
Peace and, in fact, has led the peac 
march for many years. (As far as 
know the argument was not abot 
peace, but about putting a stadium in 








park.) 


Canberra A. J. Grasst 


THERE'S A NEW LEADER IN THE COMPUTER FASTLANiI 


Computer Corporatio, 
The name is new. But take a closer 
look. We've got a wealth of 


experience, talented staff and an 
outstanding track record. 


And a lot of muscle. 


We, Concurrent Computer 
Corporation. have grown out of the 
U.S. Perkin-Elmer Data Systems 
Group, who, over the last decade, 
earned a formidable reputation for 
their high-performance, high- 
reliability 32-bit supermini computer: 


Sales Offices: Hong Kong, Tel: 58932382. Tix: 74732 PEDS HX: China (Beijing), Tel: 890531 Ext. 282/492 Tix: 20030 PEBSS CN; Singapore, Tel: 3398877 Tix: 24792 PECOFE RS 
Distributors: Malaysia, UNIDATA SDN BHD (Kuala Lumpur), Tel: 7564477; Thailand, LOXLEY (BANGKOK) LTD. (Bangkok), Tel: 2219156 & 2216121; Korea, NAM YEUNG INDUSTRIAL CO 


Ne Win’s tiger is 








getting plumper 








With reference to the cover illustration 
by Morgan Chua, on 17 April, we would 
like to know how the tiger has grown so 
plump and furious looking compared to 
the one, illustrated by him on 13 Sep- 
tember 1974, under the caption of “I 
can't let go.” 


Rangoon 'Witty Myanma' 


e Art Director Morgan Chua replies: 
Both the 1974 cartoon and 1986 cover re- 


ferred to a remark by Burmese President 


Ne Win about Burma, having adopted 
the tiger of Socialism, not daring to let 


go. Perhaps the tiger has fattened itself 


on Burma, or my little bull. 





Reviewing the history 

Wl am writing in response to Salamat Ali's 

earticle, A minority syndrome [20 Mar. ]. 
First of all, I would request the writer 

|o re-read his history book: It was 


angzeb, ruling between 1657 and 
p who destroyed the temple mark- 
ng the birthplace of Rama, at 
Avodhga, northeast of Lucknow. 
Aurangzeb not only desecrated and 
destroyed that temple, he also de- 
sstroyed the temple of Vishwanath at 
Vararasi and Krishna's birthplace at 
Mathura, in his all-out drive to decimate 
Hinduism. He built mosques over the 























Consider some of our achievements. 
We were the first company to 
produce 32-bit computers and port 
standard UNIX onto them; the first 
in Europe and Asia to support the 
X.25 public packet-switching 
protocol; the first with a truly 
working relational database 
management system on supermini 
computers; and the company which 
developed the best FORTRAN 
optimizing compiler. 





We also invested heavily in R&D for 
another concept, something quite 
different from most of the other 
developments taking place. The new 


concept was called "Parallel Processing”. 


We have come to believe so strongly 
in this new concept that we named 
our new company after it. 

The faith was well founded. The 
time for Parallel Processing 
technology has arrived, and 
Concurrent Computer Corporation is 
way out in front of the rest of the 
field. We've shipped over 500 


Parallel Processing computer systems, 


some 8096 of today's world total. 


And we're just beginning. Get to 
know us now, if you want to keep 
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sites of destroved temples. ( Aurangzeb 
was the son of Shahjehan, son of Jehan- 
gir, son of Akbar, son of Humanyun 


who was son of Babar, the founder of | 


Mogul rule in India in the 16th century.) 

If Aurangzeb had not followed the 
might of the sword for Islam, the shape 
of India would be very different today. 

One cannot forget that the Hindu 
clergy, the Brahmins, treated other 
Hindus with contempt, depriving them 
of all worldly belongings, making the 
rest believe that salvation will come 
only if the rest donate everything to 
Brahmins. Tired of this tyranny, India 
converted to Buddhism 2,500 years ago. 


ahead of your competition in the future, 


101/0184; Japan, KYOKUTO BOEKI KAISHA ILID. ( Tokya), Tel 


2443511; Taiwan/Indonesia/India, contact Singapore sales office 











A few hundred years later, after the de- 
cline of the Mauryan empire, Hinduism 
was revived. 

If the Muslim and Christian clergy 
had treated the Hindus with compassion 
and not with aggression and intoler- 
ance, India would have had many more 
Muslims and Christians. 

If the US had diverted 10% of its an- 
nual budget, and Opec countries 10% of 
their earnings through missionaries, 
they would have achieved in 30 years 
what 2,000 years of Christianity and 
1.406 years of Muslim aggressiveness 
have failed to achieve. 


Nauru K. K. Agrawal 
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Green light 
for business. 


North America, the Middle 


East: places where business is 








fundamental. 






From electric cables in 






Jeddah to petrochemical engi- 






neering in New York, there's 






a billion opportunities. 






Banque Indosuez is in all the 
major countries in the Middle 
East. Al Bank Al Saudi Al Fransi, 
our affiliate, is among the fore- 
most banks in Saudi Arabia. 


And we're in all the major 











business centers in North 






America. With Banque Indosuez 






you ve got the green light for 






business. 






Banque Indosuez, present in 






65 countries, opens up a whole 






world of opportunities. 
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Tm often painful business of implementing the historic 
Sino-British joint declaration on Hongkong's post-1997 
future is under way, as is the equally delicate process of 
drafting a Basic Law to fit Hongkong as a 'second system' 
into China's constitution. Outwardly at least, Hongkong is 
moving steadily through its transition — the economy is on 
a fairly even keel, stock and property values have recover- 
ed, there is airy talk of continuing prosperity and stability. 
But very close to the surface is a picture of a jittery city: one 
in which many dissenting voices claim to speak for the peo- 
ple of Hongkong, all too many of them anxious to toe Pe- 
ing's (increasingly forceful) line as London's line grows fainter. FOCUS on 
*ongkong '86 analyses the dimensions of a growing problem. Pages 51-98. 
bover illustration by Karl Fung. 











12 Page 99 

and Taiwan meet face to face | After a sharp increase in Australia's 
first time to settle the case of | current-account deficit, Treasurer 
iverted CAL aircraft, leading to | Paul Keating warns that unless the 
speculation on further contacts. country tightens its fiscal belt, it could 
3 13 become a ‘banana republic. 







he Kuomintang makes a concession | Page 101 

"0 opposition groups and moves on | Asia's oil producers, caught between 
some other traditional hard lines, giv- | falling demand and the need to main- 
ing hints of new thinking at the top. tain reserves, are offering more-at- 
Page 14 tractive terms for new exploration. 


2olombo puts more than 9,000 troops Page 104 

nto action against Tamil separatists | Malaysia's Bank Negara squeezes the 

in Jaffna, causing civilian casualties. money market to punish those banks 
23 which have been speculating against 

F'hailand's military is openly split in its | tHe local currency. 

support for Prime Minister Prem Tin- Page 107 


sulanond or supreme commander | The Singapore dollar is slowly depre- 
and army commander Arthit Kam- | ciating despite the government's 


ang-ek. long-held commitment to a strong 
Page 24 currency. 


The Indian prime minister reshuffles 
bs for the fourth time since Page 120 
g 


Japan, Hongkong and South Korea 
are planning Asia's first long-distance 
underwater fibre-optic telecommuni- 
cations cable. 


Page 124 

Bad luck and poor intelligence on 
government policy changes have 
brought Thailand's once high-flying 
PSA group back to earth with a bang. 


| om | _\ MERE | Page 134 

40 UU" | The Philippines San Miguel Corp. nar- 
[he Philippines’ military leadership | rowly averts a government move to 
reads carefully as itinstitutes reforms | take control because of a dispute over 
0 avoid provoking reaction from Mar- | Shares formerly held by a Marcos 
20S loyalists within its ranks. crony. 


Page 44 Page 134 

4 South Korean actress and film di- | As the US$2.6 billion takeover battle 
'ector tell a bizarre tale of being kid- | for Australia's Broken Hill Proprietary 
lapped on orders of Kim Jong Il, son | Co. nears its climax, disclosure of 
(Xf North Korean President Kim Il | backroom dealings embarrass major 
Sung. players. 


ing to power in late 1984, retain- 
most of his old ministers and add- 
ng 12 more. 
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REGIONAL 


Australian minister 
visits Indonesia 


Australian Immigration Minis- 
ter Chris Hurford has made the 
first visit to Jakarta by an Aus- 
tralian minister since the row 
over a Sydney newspaper arti- 
cle about the business links of 
President Suharto’s family. 


The three-day visit went off 





routinely, indicating decisions 
by both sides not to pursue re- 
criminations. 

Hurford said Australia would 
continue taking Indochinese 
refugees from sewer dis- 
cussed the flow of Irian Jaya re- 
fugees to Papua New Guinea 
and Queensland and requested 
permission for Australian offi- 
cials to visit East Timor to pro- 
cess applications by local peo- 
ple to join relatives in Austra- 
ia. — Hamish McDonald 


South Koreans 
recall uprising 


Several hundred students and 
members of the Roman Catho- 
lic Church clashed with police 
in the South Korean city of 
Kwangju on 18 May, the sixth 
anniversary of a major civil up- 
rising there. The anniversary 
was also marked by a rally at- 
tended by 500 dissidents and 
Students in Seoul and a re- 
quiem mass in the capital’s 
Myongdong Cathedral for 
those killed in the uprising. A 
student died on 20 May after 
setting himself on fire and 
jumping from a roof of the 
Seoul National University dur- 
ing an anti-American demon- 
stration. — Shim Jae Hoon 


—— 
vote 
Members of the ruling Pakistan 
Muslim League (PML) in the 


national assembly have moved 
a vote of no-confidence against 


10 





the -assemblv's controversial 
speaker, Fakhr Imam. Presi- 
dent Zia-ul Haq has sum- 
moned the assembly to a ses- 
sion on 26 May to hear the no- 
confidence motion. 

Imam, who has no party al- 
legiance, recently upset the 
government by referring to op- 
position allegations that Prime 
Minister Muhammad Khan 
Junejo had violated the con- 
stitution by joining the PML 
before it was officially regis- 
tered. The no-confidence 
move was denounced by sev- 
eral leading opposition politi- 
cians. — Rodney Tasker 


nationality 
law is 


After the British Government 
agreed to two minor conces- 
sions, the British Parliament 
approved the Hongkong (Bri- 
tish Nationality) Order dealing 
with nationality arrangements 
for Hongkong people after the 
territory reverts to Chinese 
sovereignty in 1997. As a result 
of the concessions holders of 
new British National Overseas 
passports will not require entry 
certificates to visit Britain and 
some 270 ex-servicemen and 
their dependants will be al- 
lowed to settle in the coun- 
try. 

The Seen refused to 
grant full British citizenship to 
some 11,000  non-ethnic 
Chinese in Hongkong who fear 
they risk statelessness after 
1997. 

Meanwhile, Peking and Lis- 
bon have announced that talks 
on the future of Portuguese- 
ruled Macau, will begin in 
China in the last week in June. 

— Emily Lau 


Opponent of Chun 
meets Shultz 


US Secretary of State George 
Shultz met South Korean op- 
ition leader Lee Min Woo 
in Washington on 15 May and 
reportedly told him that the US 
strongly supports a democratic 
rocess emerging in South 
orea. Lee also met officials at 
the White House and Penta- 
gon. 

Despite the assurances on 
democracy, Lee later told a 
meeting at George Washington 
University that remarks made 
by Shultz on his recent visit to 
South Korea (REVIEW, 22 
May) were still being "con- 
strued as a sign of US approval 
and support for the military 
dictatorship” of President 
Chun Doo Hwan. 

— Nayan Chanda 





The Malaysian -Government 
has responded to allegations 
reported in The Asian Wall 
Street Journal (AWSJ) in April 
that Finance Minister Daim 
Zainuddin “skirted” banking 
laws which might have pre- 
vented him from acquiring a 


majority stake in United 
Malayan Banking Corp. 
last year. A statement is- 


sued by the governor of the 
central bank, Bank Negara 
(BN), on 14 May, said: "The 
transaction was approved by 
the cabinet. The minister was 
never at any stage involved in 
the process of approval, which 
was done strictly in accordance 
with proper and established 
procedures." 

A week after the BN state- 
ment, the government-control- 
led New Straits Times (NST) 
carried an unsigned feature on 
its leader page criticising the 
AWSJ for its "deliberate and 
calculated" campaign to “black- 
en the name of Encik Daim, 
and to create a bad impression 
of Malaysia." Although the ar- 
ticle did not dispute the accu- 
racy of two AWSJ reports 
which had been critical of 
Daim, it claimed that they had 
been timed to embarrass Ma- 
laysia. The NST went on to 
suggest that the AWSJ was the 
pawn of the Jewish lobby, 
which wishes to “bring down 
the present Malaysian Govern- 


ment.” — Nick Seaward 
Manila studies proposals 
for economic reforms 


The Philippine Government is 
now studying proposals for 
economic reform which were 
compiled by a group of busi- 
nessmen, economists and 
academics. The proposals, 
aimed at “sustained economic 
rowth,” include programmes 
or the expansion of agriculture 
that will emphasise employ- 
ment and production. On the 
country’s huge foreign debt, 
the document urges: “An IMF 
debt-rescheduling scheme must 
be rejected if it 1s inconsistent 
with our growth-oriented debt 

management scheme.” 
— Jose Galang 


More snags in Thai 
fertiliser 

For the fifth time, the National 
Fertiliser Corp. — the partly 
government-owned agency 





t IAS 
that plans to Uridertake thes 
—— — UUS$252 mil- 
lion fertiliser project on Thai- 
land's eastern coast — hase 
postponed signing a con 
with a Japanese-dominat 
consortium led by Chiyod 
Chemical Engineering an 
Construction Co. for another 
three months; The 17 May* 
postponement Was the result off 
unresolved problems relatin 
to the guarantee of a ¥20. 
billion (US$121 million) Ja- 
panese soft loan for the fer- 
tiliser project. |. 

— Paisal Sricharatchanyaw 


More Australian tin 
close down 


Australia's only. contract tin 
smelter will close in July be- 
cause of “untenable” losses 
since the collapse of tin pri 
last year. The ATS Resou 
smelter in Sydney, which pre 
ously produced about 2,400 
tonnes a year, had been the 
main processor for numerous 
small miners. 

Aberfoyle has also an- 
nounced closure of two largely 
played-out mines, one in Tas- 
mania and the other in New 
South Wales. Meanwhile, Re- 
nison Goldfields Consolidated, 
the country's mainstay tin pro- 
ducer has been stepping ups 
output from its previous 2,900- 
tonne capacity towards 5, 
tonnes a year to take advantages 
















China International Trust andil 
Investment Corp. (Citic) ha 
taken 10% equity, at a cost 
A$110 million (US$79 m 
lion), in an aluminium smel 
being built at Portland, Austra 
lia. An agreement was sig 
in Peking on 20 May in the pre- 
sence of Australian Prime 
Minister Bob Hawke and 
Chinese Premier Zhao Ziyang. 
It is China’s first investment in 
Australian resources., 

Citic joins Alcoa of Austra- 
lia (45%), the Victorian state 
government (35%), and First 


National Resources Trust 
(10%) in the project. 
— Hamish McDonald 


CORRECTION 


A picture of former Bangla- 
deshi agriculture minister Nurul 


Islam appeared in FOCUS on 


Banking '86 (8 May). The pic- 
ture should have been of Ban- 
pun Bank governor Nurul 
slam. 
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“GUILTY PARTY? 
W wo Peking university students 
arrested in April may have attempted 
E establish an eni pe political party. 
tudents were told at departmental 
Imeetings in April that the two were 
organisers of a group called the 
DN Marxist Faction (Qingnian 
akesi Pai) and that one of the two 
mad been apprehended while 
Attempting to escape to Taiwan. 
Jniversity authorities confirmed that 
"wo students had been detained for 
investigation, but said they were 
"nclear as to whether the students had 
ween involved in demonstrations 
Against Japan and over student living 
onditions last September. 


AONGKONG ENSEMBLE 
n what will be a debut for both China 
Taiwan appearing in the same 
| affair in Hongkong, the 
eijing Dance Academy and the 
"National Institute of the Arts, Taipei, 
wi agreed to send students to a 
ance festival organised by the 
Tongkong Academy for Performing 
"Arts. It took a year of delicate 
egotiations and some careful 
sootwork. While in Hongkong the 
zroup from Taiwan must drop the 


THE WEEK 
"FGHANISTAN 


Afghan army forces bombarded a Pakis- 
ani border town killing and injuring dozens 
f people and demolishing shops and homes 
ind an Afghan refugee camp, officials in Is- 
amabad said (74 May). Party chief Najibul- 
mh announced a collective leadership which 
ncludes him, President Babrak Karmal and 
*rime Minister Sultan Ali Keshtmand (75 












LADESH 


A six-hour general strike called by oppo- 
Ktion parties in protest against alleged bal- 
nt-rigging in the general election paralysed 
Dhaka (/4 Ma . ‘Hundreds of villagers fled 
ter mobs killed five people and burned 
undreds of houses in a rampage through 
our villages near Brahmanbaria, a town 100 
m east of Dhaka, police said (78 May). 
tangladesh held fresh pollings in constituen- 
es hit by violence during the elections (79 
day). The pro-government Jatiya Party won 
n absolute majority in the elections (20 
May). 


SHINA 
Australian Prime Minister Bob Hawke 
rrived in Peking on an official visit (78 


fay). 


Officials from the Civil Aviation Admin- 
tration of China and Taiwan's China Air- 
nes held talks in Hongkong on the return of 
ae defected CAL cargo jet and its crew (77 
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word national from its name, at the 
insistence of the Hongkong 
Government, and the Academy for 
Performing Arts must not trumpet 
the historic duet it is hosting. 


TALKING AT LAST 
* 9 After nearly a 
month of fits and 
starts, quiet 
contact between 
the government 
of President 
Corazon Aquino 
and the 
Communist Party 
of the Philippines 
(CPP) has paved 
the way for the 
start of ceasefire negotiations, 
possibly to begin within the next 
month. The talks have coincided with 
an intense internal CPP debate over 
whether or not to participate in 
ceasefire discussions. Neither the 
CPP's military wing, the New 
People’s Army, nor the Armed 
Forces of the Philippines has reduced 
tactical operations, and nearly 900 
people have died in insurgency- 
related violence since Aquino's 
inauguration on 25 February. 





— —— 


May). The two sides agreed that a mainland 
Chinese pilot would deliver the jet to CAL in 
Hongkong (79 May). 


INDIA 
Prime Minister Rajiv Gandhi arrived in 
Zimbabwe on an official visit (/6 May). 


INDONESIA 


Australian Immigration Minister Chris 
Hurford arrived on an official visit (79 May). 


MALAYSIA 

Malaysian security forces killed four com- 
munist guerillas in the Central Highlands, an 
official said (75 May). 


ZEALAND 
The US has excluded New Zealand from 
a major Pacific military exercise involving 
forces from the US, Britain, Australia, 
Canada and Japan, the US Defence Depart- 
ment said (/6 May). 


PAKISTAN 

Pakistan shot down an Afghan fighter jet 
and hit another aircraft after four planes vio- 
lated its territory over the mountainous Kur- 
ram salient, the Foreign Ministry said (77 
May). Security forces along the border with 
Afghanistan were put on full alert after the 
downing of the jet (/8 May). An indepen- 
dent national assembly member seeking to 
oust Prime Minister Muhammad Khan 
Junejo has threathened to take him to court 
(20 May). 


COUPE CY 


ASEAN DATA 


The Japan External Trade 
Organisation has initiated discussions 
with governmental trade agencies of 
Asean countries over the feasibilit 

of establishing a trade data bank. The 
computerised data bank would later 
be expanded into the Pacific 
Information Network System, a 
system discussed for some time 
among Pacific Economic Community 
proponents. Subscribers to the 
proposed Asean trade data bank will 
be able to retrieve information on 
market conditions in data-bank 
member countries. 


A COUP, ANYONE? 


Several army officers who 

were involved in the 1975 
assassination of then Bangladesh 
president Sheikh Mujibur 
Rahman took asylum in Libya. 
Recently, some of them visited 
Bangladesh to sound out elements 
of the army on whether they would 
be interested in a coup against 
President H. M. Ershad. Although 
they returned to Libya failing to 
obtain support, the government is 
concerned by Libyan interest in 
Bangladesh. 


— — — — — — — — — — — — — 
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PHILIPPINES 

Eleven top economic officials of former 
president Ferdinand Marcos’ regime, includ- 
ing former prime minister Cesar Virata have 
been charged with graft, it was reported (/7 
May). 


SOUTH KOREA 

Five people were arrested for distributing 
transcripts of North Korean radio broadcasts 
among South Korean students to incite vio- 
lent anti-government demonstrations, police 
said. Thousands of students clashed with 
police and set university buildings on fire in 
southern Kwangju (/4 May). South Korean 
film couple Shin Sang Ok and Choe Un Hui, 
who disappeared eight years ago, surfaced in 
the US in Baltimore and said they were kid- 
napped on the direct orders of North 
Korea's Kim Jong Il, according to pubiished 
reports. About 2,000 students attacked 
police with petrol bombs in Seoul (/5 May). 
About 2,000 youths, mostly students, battled 
riot police in the centre of Kwangju on the 
sixth anniversary of the Kwangju uprising 
(18 May). 


TAIWAN 

Thousands of people surged around a 
Buddhist temple in Taipei where opposition 
politicians and supporters held a demonstra- 
tion to demand the end of martial law (79 
May). One person died and another was 
seriously injured when two strong earth- 
quakes measuring 5.8 and 5.69 on the Rich- 
ter scale jolted eastern Taiwan (20 May). 
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. By David Bonavia in Hongkong 
ongkong's most luxurious clubs and 
| bastions of the ruling British and 
focal Chinese establishment, played 
host to some strange bedfellows i in mid- 
: May. | 
Aviation officials from C hina and 
Taiwan held the first-ever direct talks 
: between the two regimes at three meet- 
ings — at the Country Club, the Hong- 
"kong Club and the Royal Hongkong 
Jockey Club — to settle the case of the 
aiwan-owned Boeing 747 cargo air- 
aft which had been diverted two 
previously to Canton while on a 
ight from Bangkok to Hongkong. 
The clubland negotiations produced 
an agreement in a mere three days, and 
ith the glare of publicity on them, the 
China Airlines (CA AL) team must have 
been relieved that they won their most 
important negotiating point so quickly. 
.—. The two delegations were the object 
of intense interest on the part of the 
ocal'and international media, and press 
riefings degenerated into chaotic 
scrums as the pressmen fought to ques- 
ion the delegates and record their state- 
jents. On the first two days, the talks 
'ere stalled on the question of whether 
"AL. would send a pilot to Canton to 
ick up the jumbo and two crew mem- 
bers who did not wish to remain in the 
People’ s Republic of China (PRC). 
2 — — Taiwan also demanded that 
the aircraft's captain, Wang Hsi-chuen, 
-should be returned along with the other 
two, though he had publicly stated several 
mes that he wished to remain in China 
th his long-lost father and brothers. 
e claimed to be tired of life in Taiwan 
d wanted to see his motherland. 
On the third day — 19 May — the 
C officials agreed to have the aircraft 
lown to Hongkong by one of their own 
ts, and handed over to Taiwan offi- 
als in the British-ruled territory. 
-Taiwan’s standing policy is that it 
ountenances no official contact with 











'efused to send one of their own citizens 
o Canton to pick up the aircraft, as de- 
manded by the three PRC negotiators. 
-. Political observers are now speculat- 
ng whether this historic contact. will 
pave the way for China-Taiwan talks on 
“other technical issues — such as ex- 
change of mail, reuniting of separated 
relatives and even direct trade. 


and takes place, partly through re-ex- 
orts. from. Hongkong and partly be- 
ishing vesse the Taiwan 





. ; . 


~~ [tis no secret that a sizeable amount 
“of trade between Taiwan and the main- | 


he PRC, which was why its negotiators 





Strait. Chinese consumers want 
Taiwan-made TV tubes and smart 
clothing, while Taiwan needs Chinese 


medicines and antiques for resale. 
Peking's recent policy is to promote 
trade with Taiwan and to push for direct 
negotiations on this and other matters 
with a view to the eventual reunion of 
the island with the rest of China. The 
Peking leadership has also offered the 
ruling Kuomintang (KMT) an almost 
unbelievably favourable settlement, in- 
cluding continuation of the island's eco- 
nomic system and way of life, and even 
retention of its armed forces, if it will 
just agree to fly the PRC flag, sing the 
PRC anthem and symbolically jom up 
with the Chinese Communist Party to 
rule China under a third “period of 


| 
| 
| 





bodies andi its ; inability to counter the 
condescension with which: Peking wilt 
accept its presence in international 
sporting meets under- the flag of 
“Taiwan, China.” 

If they are well infornted, they can 
also see that the PRC is drifting farther 
and farther away from the orthodox 
forms of Marxism as understood by the 
Soviet Union. and other Eastern- -bloc 
countries, and fumblingly trying to in- 
troduce to the | mainland certain 
capitalist ideas like. management au- 
tonomy and stock issues in industrial en- 
terprises, private farming and a creatie 
economic role for banks. 

In Hongkong, such things are seemas 
hopeful signs that China is trying to 
rationalise its aa Sirens econ- 









cooperation" between the two parties. . 

Naturally the KMT — especially its 
older membership — is reluctant to 
trust any new accommodation with the 
communists after their experience of 
"cooperation" in the 1920s and the anti- 
Japanese war in the 1930s and 1940s, 
which ended in civil war and the com- 
munist victory in 1949. 

Dissident political groups in Taiwan 
are more interested in full indepen- 


dence for the island than in a reunion. 


with the mainland. Wang must have 


been extraordinarily badly informed 


about the PRC, or covering up some 
personal problem, when he claimed one 
reason he diverted the aircraft was the 
lack of political freedom in Taiwan. 


Nonetheless, thoughtful: people in 
| Taiwan can see the island's growing iso- 


lation in the global community, its ex- 


clusion from more and more world. 


VPE 


omy. And Peking is looking t 
pect of greatly increased ti ade and eco: 
nomic cooperation with Taiwan, whict 
has capital, advanced technology 
foodstuffs and garment-making indus 
tries that could be exchanged for the 
mainland's raw materials and tradi 
tional Chinese products. 


his all seems to make sense, but the 

. great barrier to a more rational re 
oe hip between China and Taiwan i: 
the fear on the part of people there tha 
the more they are drawn into economi 
links, the more they are likely to set 
their social system subverted anc 
brought under communist control. 

In this sense, the choice of Hong 
kong as the venue for the negotiation 
over the 747 has considerable symboli: 


significance and symbols are always o 


great importance in Chinese, politics. E 














ions of respect for the Hongkon g 
conomic and social system, and its rec- 
gnition of the many ways in which an 
ally autonomous Hongkong can 
na in political and diplomatic 
as well as trade and investment. 
- o The Chinese leadership came out of 
athe negotiations with the image of a ma- 
@ure and broad-minded ruling group 
concerned about good relations with 
iwan and humanitarian considera- 
ions. Taiwan came out. looking stiff, 
]|narrow-minded and unimaginative. 
isleading though this impression may 
ade a considerable impact on 


























„and. 
ty. and ch 





ally. enter aegon alons with 


Aes ee changes of. mood 
which underlie all Chi- 
t tactics, on whichever 


il find respite in 


o 
kis “dubious. And the Chinese au- 
thorities will probably not be anxious to 
encourage other pilots of civilian air- 
‘craft to land at Canton, especially if they 
-bring passengers and not just fruit and 
tyres. Peking wants to be seen as a re- 
'sponsible world power which does not 
interfere in other countries' affairs or 
‘give shelter to any defector unless he 
comes from Taiwan. 


> Carl Goldstein writes from Taipei: The 
decision to allow the talks between the 
two governn 
is widely bel ed to have been made di- 

ectly by President Chiang Ching-kuo, 
& being regarded here as a political 
Wreakthrough that will help Taiwan 










-shed its international reputation for- 


‘stubbornness and defensiveness. 

`; “To be sure, no one is expecting a rad- 
: ical shift in official policy in the near fu- 
-ture asa result of the talks. Government 


Officials have in public gone out of their | 


way to emphasise the official line that 
-the talks represented an exception of a 
strictly non-political nature to the 
: KMTs fundamental “three no” policy 
— no negotiations, no contacts and no 
compromise. “The talks between the 
"two airlines in Hongkong are solely 
-based on humanitarian considerations 
and are aimed at obtaining the return of 
the crew and plane," said chief spokes- 
man Chang King-yuh. “Our consistent 
policy of no contacts absolutely will not 
Change," he said. 
“Nonetheless, many people in and out 
of the government think that the suc- 
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nin ing about the Taiwan prob- | 
d ric rights and wrongs - 
1 urinis lgcident ap- 


outstanding issues, but it - 


nent-owned airlines, which. 








; ment. 
| said: "Many of us have been arguing for 
| just this sort of policy for a long time. 
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| Qut oded principle. 
ie said bother- | j 
nin including political | 

sion and traffic congestion — is - 





* first ics its hard to shut the ‘door 


again, even if you want to," said the di- 


rector of a government-supported 


think-tank. And the experience of the |t 


talks will almost certainly strengthen 
the hand of moderates in the govern- 
As a Foreign Ministry source 


Now maybe they'll listen to us.” - 


‘The precise reasons behind C hiang’ S | 
| decision to reverse previous policy have 
| not yet been made clear. Sources said 


the decision came at a National Security 


Council meeting chaired by the 76-year- 
old president on 12 May, the same daya 
second cable from Peking had been re- 
| ceived in which China offered to discuss | 
| the return of the two crewmen and the 


aircraft. outside of China proper, à 
change in its original position. Analysts 


| thought the immediate reasoning was 


likely to have been the concern that a re- 
fusal to respond positively to the con- 
cession would lead public opinion in 


Taiwan and abroad to blame Taipei for 


sacrificing two men for the sake of an 






the same time, the change i in po- 
liey. came amid a wider context of 


change — or hints of change — in other 
areas of KMT policy regarding its oppo- 


nents and other fundamental issues. 
There were signs of some disarray 
within the ruling party in the wake of the 
decision to hold the talks, however. 
Sources described some of the KMT old 


guard as being "in a state of shock" over 


the abruptness of the change. 
Local press sources noted that news- 
papers received no instructions from 


party organs responsible for the media 


on how to cover the news. Rather than 
another indication of creeping liberal- 
ity, they thought this reflected disagree- 


| ment within the party over how to deal 

| with the issue — and thus an inability to 
spell out a unified policy. | 
.. As a result, newspapers developed 


their own policies. One major daily 
newspaper's approach was to cover the 
talks in great detail, but to avoid com- 
menting on the wider implications. Sev- 


eral reporters from other newspapers 


said. more copy than usual was getting 
cut by cautious editors. 


Peking's conciliatory and low-key at- | 


titude during the talks won a good deal 
of favourable comment in Taipei, 
though only in private. Once Peking 
had attained its immediate goal of draw- 


ing Taipei into direct talks, it publicly 
supported the contention that the talks | 


were of a limited, non-political nature. 

"By exercising restraint and not 
exaggerating the implications of the af- 
fair, Peking won a lot of points that will 


make it much easier the next. time for | 
| vers for its indication of a de- 


the people ' said 


e here to direct contacts,’ 
an analyst. - | 








| KMT allows o opp osi ition 


about 700 opposition, or tang 


| Lungshan Temple in Taipei to th 


.1,000 police. Shoving matches 
ous violence resulted and there were t 
| the crowd early in the day that the 


| to disperse immediately, an afternoon 


| tion representatives 


| the area throughout the day and 


proval to the opposition's plans 


‘stuck to its position that such a 


bers to "exchange opinions . 


| several prominent liberal à 


o 
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the Taiwan political seer 
ruling Kuomintang (KM 
ground in the face of the « 
continuing efforts to-establist 
party structure, but took stro 
to hamper one of the largest de 
tions in the past six Ja anA 

bue 2 — 
-On 19. May; the 38th anr 

the 1949- proclamation ofm 



















tivists attempted to march fro 






idential palace, but were blocket 
leaving the temple courtyard by 







when some demonstrators attemt 
push through the linked arms o 
massed police, who had placed fem 
officers in the front ranks, but no 













arrests, | dde 
Although police officials had w ned 









gathering was illegal and ordered the 





meeting between police and opp 
led to a tacit 
agreement. that the rally could go € 

within the temple courtyard. Howeve 
police maintained a tight cordon ar 









the evening to prevent any additio 
supporters from joining the demonstr: 
tion. 
Signs of compromise had app 
earlier in the month when the ru 
party, in its first-ever formal talks’ 
tangwai leaders on 10 May, grant 













to's 
up local branch offices of the Tang 
Public Policy Association as long 
they did not use the term “tangwa 
their name. Previously, the KMT 1 











party structure, as the tangwai envision: 
it, violated the longstanding ban on. th 
establishment of new parties. 
The breakthrough had been si 
led by President Chiang Ching- 
statement on 7 May urging — | 










sectors of society" — taken as; 
his support for lower-level contac 
tween party officials and some tanj 

leaders, which had been initiated 








The 10 May meeting is considerec /d 
bly significant by independent. : 










ognition by the KMT that the ta 





an organised force which must be dealt 
with as such. 

The agreement was a fragile one, 
however, as it quickly came under at- 
tack from some conservative party lead- 
ers and security agency officials known 
to be unhappy with its moderate tone, 
on one side, and tangwai leaders who 
denied that it represented a significant 
concession by the ruling party on the 
other. They pointed out that the at- 
tached conditions — that the word 
tangwai be dropped and that the group 
must register with the government as a 
civil organisation — were essentially un- 
changed from positions taken by the au- 
thorities more than a year ago. 

Party sources said KMT secretary- 
general Mah Soo-lay was holding inten- 
sive consultations with other key party 
figures to reinforce the message that the 
conciliation effort had Chiang's sup- 
port. Despite Mah's efforts, KMT mod- 
erates — particularly those identified 


with moves to negotiate with the | 


tangwai — were feeling pressure from 
within the party. "We have made a 
major concession, while the remaining 
uestions are technical problems that 
the tangwai should be able to com- 
promise over," said Liang Su-jung, the 
vice-secretary-general of the KMT's 
policy coordination department and the 
chief party representative at the talks 
with the opposition. 
This was answered in uncompromis- 
ing fashion by Chen Shui-pien, a former 





SRI LANKA 


Deeper in the mire 


Government troops with air support 'invade' Jaffna 


By V. G. Kulkarni in Colombo 
hile denying that it sought a mili- 
tary solution to the ethnic in- 
surgency in the country, the Sri Lankan 
Government put into action on 17 May 


more than 9,000 troops against Tamil . 


separatists in the northern Jaffna penin- 
sula. Three days later, in the face of 
mounting civilian casualties in Jaffna 
city and official concern expressed in 
New Delhi, the offensive appeared to 
have slowed down. 

A week before the operation began, 
Colombo was rife with reports that the 
movement of military convoys to the 
north had increased. The government 
merely called it a routine rotation of 
troops but defence officials were pri- 
vately spreading the word that some- 
thing big was afoot. 

Earlier this month Tamil guerillas 
had carried out their two most daring 
bombing raids in the capital, destroying 
an Air Lanka aircraft at Colombo air- 
port and ee central telegraph 

et 


office which t er resulted in 31 peo- 
ple being killed and 200 injured. 
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be established in the northern port oW 
Keelung near the end of May, and sew” 
eral others may follow within two o 
three months if current plans remain uny 
changed. 

The government concession came 
against a background of unusual flexis 
bility in Taipei, the most dramatic re“ 
flection being the decision to allow th: 
CAL-CAAC talks. 

Another potentially — significans 
change was the KMT's announcemernw 
in early May that a high-level 12-ma»s 
group would consider ways to deal witi 
two out of the four so-called "sensitive 

uestions": how to bring elections fo 
the national assembly and legislature 


of the more hardline groups within the 
tangwai. “That was no breakthrough; it 
was a hoax," he said. He and several of 
his allies refused to take part in the 
talks, saying they were implementing 
their own “three-no policy," a dig at the 
government's policy — before the 
CAL-CAAC talks in Hongkong — of 
"no compromise, no contact, and no 
negotiations" with Peking. 


n any case, the opposition lost no time 
in testing the KMT's mettle. Two 
established 


rival factions formally 


| branch offices in Taipei on 10 and 17 
| May. At least one more is scheduled to 


Taipei city councillor and leader of one 
] 
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Anti-martial law-demonstrations. 











included one from Elephant Pass camp 
50 km south of Jaffna, a second from 
Kayts Island, north of the city and close 
to a naval base, and the third from Pa- 
| laly airfield in the north. 

Resistance from the guerillas ap 
peared to have been stiff as after threc 
days all the security forces hac 
achieved was to clear the road of mines 
over a few miles from Elephant Pass, se- 
cure a perimeter around the Palaly air- 
field and reach Kayts towship. In Jaffna 
city itself, government forces had to 
for air support a mere few hundr 
yards from the fort. Fixed-wing light air- 
craft and helicopter gunships bombed 
and strafed the heavily populated city 
damaging several ier s a flour mill 
and a hospital, according to city resi- 
dents. 


In the wake of the Colombo bomb- 
ings, President Junius Jayewardene 
warned in an interview that if Tamil 
separatists were not amenable to a 
negotiated settlement, he would un- | 
leash the troops and wipe them out | 
quickly. With the security forces in the 
northern peninsula virtually under siege 
in their camps for nearly a vear, the gov- 
ernment appears to have felt compelled 
to show the majority Sinhalese popula- 
tion that the troops could strike against 
the insurgents. 

However, the official spokesman of 
the joint operations command at first in- 
sisted on describing it as a move to clear 
the roads of mines so that routine pat- 
rolling by troops could commence. But 
after the scale of the operations became | 
known, the official description was 
changed to that of a limited offensive. 

The offensive involved an advance of | 
four columns — three converging on 
Jaffna city from outside and one moving 
out of the Dutch-built fort in the city it- 
self. The external prongs of the advance 





Ithough Colombo newspapers had 
reported the Jaffna bombing, the 
joint operations command spokesman 
had to be questioned repeatedly before 
he conceded it had indeed taken place, 
though he demurred from revealing the 
extent of it. The official casualty figures 
since 17 May were: two soldiers, one 
civilian and 25 militants killed and seven 
troops injured. However, sources in 
Jaffna put the total death toll at more 
than 60 with about 100 injured. 
The Indian Government said it was 
"distressed and disturbed" by the re- 
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more into line with modern population 
realities on Taiwan, as opposed to the 
current system under which all del- 
egates elected on the mainland in 1947 


and 1948 retain their seats until the | 


mainland is “recovered”; and reform- 
ing the structure of the provincial gov- 
ernment to allow the election of a pro- 
vincial governor, as the constitution 
stipulates. The other two questions, 
martial law and the ban on new political 
parties, were still deemed to be too sen- 
sitive. | 

Although the airline talks, the agree- 
ment with the tangwai, and the “sensi- 
tive questions” are not directly related, 
many observers felt it was no coinci- 
dence that change was coming on sev- 
eral fronts at once. “These issues are 
connected by a cómmon attitude on the 
part of the KMT,” said Hu Fu, a Na- 
tional Taiwan University professor who 
was instrumental in arranging the con- 
tacts between the party and the opposi- 


tion. “In the past, they refused to make | 


any changes at all,” he said. 
Although the reasons behind this 
Qu changed attitude remained 
lear, one possible explanation was 
that it represented a belated response 
by Chiang to the public’s unfavour- 
able reception of the KMT plenum held 
at the end of March, which had given lit- 
tle indication that the party leadership 
was prepared to take on any of the key 
issues confronting it (REVIEW, 10 
Apr.). oO 





ports of indiscriminate aerial bombings 
resulting in death and injury of civilians. 
New Delhi also found it particularly 
deplorable that such operations had 
been undertaken when the two govern- 
ments were engaged in discussions for a 
peaceful political solution of the prob- 
lem. 


The Sri Lankan reaction to the In- 
dian statements came from National 
Security Minister Lalith Athulathmud- 
ali, who told parliament on 20 May that 

y operation was justified for reasons 
self-defence and its main objective 
had been achieved. He added that he 
ho the Liberation Tigers of Tamil 
Eelam, the main rebel fighting group, 
had learned a lesson that it cannot run 
the Jaffna area as it pleases. 

However, the joint operations com- 
mand spokesman said that stiff resist- 
ance from the rebels and the fact that 
troops had to return to their strongholds 
in camps meant that there was a “tem- 
porary setback." He also claimed that 
the offensive had been abandoned. Dip- 
lomatic obsevers believe that a tempor- 
ary suspension of the offensive might be 
necessary in order not to arouse interna- 
tional reaction to the bombling of civil- 
ians. But eventually security forces will 
have to get out of their encampments 
and reassert their ability to operate in 
Jaffna to regain credibility in the eyes of 
the majority Sinhalese. ü 
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JAPAN 


Atomic falling-out 


Rokkasho villagers are split over proposed nuclear plants 


By Bruce Roscoe in Tokyo 
Fp okkasho, a sleepy. village in the 
northern prefecture of Aomori, is 
polarised over a central government de- 
cision to locate three nuclear facilities in 
plush green fields farmers would rather 
use for growing rice. Villagers, split into 
factions for and against construction of 
the plants, have been holding meetings 
on the issue for more than a year. The 
proposed facilities would be used for 


uranium enrichment and reprocessing | 


of spent nuclear fuel, and storage of 
radioactive waste. 

Villagers say scuffling and occasional 
fights have broken out at the meetings. 


| 


Rokkasho fishermen saw their. nor- 
mal annual return of about. €Y 1 billion 
(US$6 million) reduced to only ¥580 


| million last year. They say they are wor- 


ried that pollution may be depleting fish 
stocks and destroying squid breeding 
grounds. These fears intensified when 
Tokyo announced that coastal waters 
needed to be surveyed in preparation 
for the nuclear-fuel reprocessing plant. 

However, supporters of the nuclear 
facilities argue that the angriest fisher- 


| men have money most on their minds, 


Although Japan is usually portrayed as | 
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Japanese Gar plant: fears s intensify. ' 





having embraced nuclear-power and re- 
lated nuclear facilities as the energy 
saviour of the future, the Rokkasho 
case appears to be one of a heavy- 
handed government imposing the 
facilities on a majority of villagers 
against their will. 

The Soviet Union's Chernobyl nu- 


clear-power plant accident in late April | 
galvanised many villagers against the in- | 


stallations.. Village women formed the 


"Society of Mothers Protecting Child- | 


ren from Nuclear Power." Elderly 
women farmhands, with their heads 
wrapped in bandanas emblazoned with 
anti-nuclear slogans, demonstrated on 
the steps of the village administrative 
office. But by then, power-company 
workers were already engaged in site 
survey work. 

Fishing is the main industry of the 
village, which stares out at the Pacific 
Ocean, and the 708-member local fishing 
cooperative is fiercest in opposing the 
facilities. Yet the cooperative is split into 
supporting and opposing groups; each 
with its own leader and each leader claim- 
ing to be the cooperative's rightful head. 








and much more than they could possibly 
lose in fishing income. Their coopera- 
tive received ¥3.3 billion in 1980 as 
“compensation” for the construction of 
a port at Mutsu Ogawara for the Japan- 
ese Government's trouble-prone nu- 
clear-powered ship Mutsu. But many 
villagers regarded the compensation às 
a payoff to stop the fishermen's pro- 
tests. This time, the cooperative is be- 
lieved to be seeking ¥104 billion from 
the government. Tokyo officials have 
resisted the demand for a year. 

The head of the cooperative's nu- 
clear-support group, Takamasa Itagaki, 
believes the new facilities would bring 
jobs to the village and stop the drain of 
young people, who tend to favour big- 
ger towns. He has been fighting the nu- 
clear opponents since the port issue and 
payoff. Village headman Isematsu 
Furukawa also wants the nuclear instal- 
lations. 

Sakue Takiguchi, the chief opponent 
and de facto leader of the cooperative, 
takes the view that the government is 
welcome to turn the village into what he 
calls. a “nuclear dump" if it pays 
everyone enough money to relocate 
their homes. 

At the latest cooperative meeting, 
399 fishermen voted to sack Itagaki as 
cooperative head, but the prefectural 
governor ruled that the sacking was il- 


| legal. After the ruling, opponents drove 





sound trucks through the village pro- 
claiming the sacking was legitimate. 
Then came news of Chernobyl. 

Despite the protests and outbreaks 
of violence among villagers — seven 
were arrested for assault at one 
cooperative meeting — the government 
is not giving way. When then Science 
and Technology Agency director-gen- 
eral Yohei Kono last vear visited the 
government-built, four-storey Nuclear 
Power Public Relations Centre in the 
village, he thanked a meeting of sup- 
porters and declared that the project 
would proceed on schedule. Agency of- 
ficials have not been seen in the village 
since. ü 
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MALAYSIA 


Everyman' Islam 


Pas seeks to woo non-Muslims, especially Chinese 


By Suhaini Aznam in Kuala Lumpur 


he opposition Parti Islam (Pas) 

hopes eventually to rule Malaysia 
and set up an Islamic state, but with 
pm that non-Muslims’ rights will 

e preserved. This is the message of the 
new Pas — revamped since its poor per- 
formance in the 1982 elections — which 
today looks not only to the Muslim con- 
gregation for support, but also to poten- 
tial sympathisers among non-Muslims. 

Having regained lost ground in rural, 
Malay-dominated areas — and feeling 
confident of its traditional Malay votes 
— Pas is set to expand into Chinese- 
dominated constituencies. Implicit in 
this move is an admission that Pas has 
already saturated the Muslim areas; the 
results of several by-elections indicate 
that rural Malay votes are now commit- 
ted to either Pas or the United Malays 
National Organisation (Umno), the dom- 
inant partner in the ruling National 
Front. Election experts calculate that 
Pas can gain as many as 25 marginal 
seats where a 5-10% swing in non-Mus- 
lim votes can be decisive. 

Pas grabbed Chinese attention at a 
symposium entitled “Islam and Na- 
tional Unity” in February 1985, strate- 
gically held at the Chinese Assembly 
Hall in Kuala Lumpur. Pas’ foremost 
orator, Abdul Hadi Awang, startled the 
audience by suggesting a Chinese could 
become prime minister if he was a Mus- 
lim with leadership qualities. 

To a Chinese community that has 
long agitated for more political power, 
the idea that a Chinese — albeit a 
Chinese Muslim — could head the gov- 
ernment deserved more than cursory 
notice. Later that year in Trengganu, 
Hadi made headlines when, in a ques- 
tion-answer session following another 
speech, he told a Chinese audience that 
Islam did not differentiate between 
races and, therefore, the question of 
special privileges accorded ethnic 
Malays under the government’s 
bumiputra programme — a sore point 
among non-Malays — would not arise 
under Islamic law. 

Since then Pas has tried to alleviate 
fears among non-Muslims of an Islamic 
state, recognising that such fears make 
acceptance of Pas for this group impos- 
sible. 

“The Chinese are not prepared to ac- 
cept an Islamic state,” said prominent 
Chinese educationalist Kua Kia Soong. 
“But at least Pas has made an attempt to 
cut across communal lines. The Chinese 
community is prepared to give Pas a 
chance because it is quite sure that Pas 
won't have a two-thirds majority this 
election." A two-thirds win is the elec- 
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Muslim voters: saturation point. 


toral margin Pas would need to amend 
the constitution to establish an Islamic 
state. 

Thus, Pas is far from making a break- 
through in realising its ultimate political 
goal. But by addressing Chinese issues 
and meeting their concerns head-on, 
Pas is making the Chinese feel impor- 
tant. "We will be a constant reminder to 
their [new sense of] 
liberalism," said Kua, noting that the 
Chinese could withdraw any support 
they lent Pas if the party showed signs of 
neglecting them. 

The idea of approaching non-Mus- 
lims began as an attempt to "reduce 
their prejudice against Islam and there- 
fore Pas," Setapak Pas chief Subky 
Latiff said. “This is not a campaign to 
convert people to Islam, although our 


work becomes all that much simpler if 
they do. But our main aim is to let non- 
Muslims get to know us directly, not as 
interpreted by Umno or others." 


O this end, Pas set up the Chinese 

Consultative Committee (CCC), an 
independent wing made up primarily of 
non-Muslims who are working to win 
the confidence of Malaysia's 31% 
Chinese population by utilising a tradi- 
tional Chinese network — the Chinese 
guilds and other associations. Clan 
chiefs in the various Chinese trade 
guilds, chambers of commerce and 
other groups had been the opinion lead- 
ers of the Chinese community until the 
late 1950s and early 1960s when the up- 
surge of political parties eroded their 
influence. Through the CCC, these tra- 
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ditional networks are regaining face 


Born in the new year, the CCC is stiM 
young. Its deputy chairman, Kamas 
Koh, a Chinese Muslim, admits thas 
many Chinese attending the commit 
tee’s lectures come out of sheer curios 
ity. Attendance ranges from one to sev 
eral hundred, depending on the location 
and size of the venue. The dialogue ses 
sions, conducted in both Mandarin anc 
Bahasa Malaysia, differ from similas 
government-sponsored talks in that Pas 
encourages lively audience participa 
tion. 

The CCC strategy will “really make 
us suffer,” conceded the Chinese-domi 
nated opposition Democratic Actior 
Party's (DAP) secretary-general, Lim 
Kit Siang, at a time when oppositior 
sentiment is riding high throughout thc 
country and the DAP's work to get 
votes has become relatively simple. Bw 
splitting the opposition votes, he said 
the CCC is actually helping the Nationa 
Front. 

Thus despite the attention the CCC 


is getting, especially in the o. 







ress, the Malaysian Chinese Assc 
tion (MCA), the major Chinese partyTn 
the National Front, is far 
from panic-stricken. The 
MCA has been working to 
counter Chinese grouses, a 
campaign begun by the 


new leadership of the 
MCA before the CCC 
onslaught. Among the 


problems it is trying to re- 
solve for its supporters are 
those of Chinese New Vil- 
lage residents, who have 
farmed their land for years 
without land titles, and 
problems concerned with 
Chinese education and lan- 
guage. The party is also 
working quietly to gain 
more positions of power 
within government, MCA 
organising secretary Wang 
Choon Wing said. 

these issues h 
also been pet projects 
the DAP. However, the 
CCC line is that the DAP cannot 
achieve change, but the Malay-domi- 
nated Pas can. It is a suggestion sharec 
by several political scientists and politi- 
cised Chinese “given the realities of Ma- 
laysian ethnic politics,” one said. 

Even then, the DAP is not worriec 
by the CCC itself, though it does feai 
the possibility of the Chinese guilds anc 
other traditional associations emerging 
en bloc to endorse independent candi. 
dates fielded by the CCC. Herein lie: 
the irony, and possible weakness, of the 
Pas-CCC alliance. Since only Muslim: 
may be Pas members, the CCC has au: 
tonomy but a lack of clout within Pas 
And though CCC candidates may no 
stand on a Pas ticket, if they win on thei) 
own, they are expected to work with Pa: 
as a team. E 
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If you have 7 PCs, youre ready for 
The IBM Smart Office. 









 ccoseful companies grow. That's Is an investment in greater efficiency, 
the nature of business. And as they do — it starts paying for itself right 

their need for computers grows too. away because resources like printers 
Pretty soon the PCs, printers, and \ | / and disk 

other office equipment have grown to \ storage systems 
a point where you're ready SS»), can be 


for an IBM Smart Office. 
What’s an IBM Smart 
Office? It’s an office 
where computers and 
other equipment link 
up to work smoothly 
together, helping 
your staff share 
information at 
the touch of a key. 
A Smart Office is also 
a place where every- 
one on a project is 
working with the x ; 
latest information because AV 
everyone has access to the S 
same source. x 


_ SA 
Is a Smart Office compli- — 


cated and expensive? Not the way SSO shared by 
IBM does it. An IBM Smart Office is * everyone on the system. 
really a range of solutions that exactly So count up your PCs and other office 
fit your n lor the present and equipme nt. If you're up to seven or 

the future. You get as much capability so give your IBM representative a call. 
as you need and a clear idea of how to F ind out why turning your office 
take the next logical step up. into an IBM Smart Offic ‘e is a smart 


As for expense, while a Smart Office thing to do. 


It’s how — it together that sets us apart. 


IBM is à registered tradi mark of International Business Machines Gorporation 
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EXECUTIVE 
BUSINESS SERVICE 
MAKING THE RIGHT 
BUSINESS DECISION 


Choosing the right hotel for 
your business executives is very much 
a business decision. 


So we've arranged a programme tailored to 


busy schedules. Pre-registration, No Stop 
Check-Out™ plus a year-round 
preferred rate for deluxe accommodation 
And more. 

Decide now to get the facts on our 
Executive Business Service programme 
Complete the coupon below or call 
.any Hilton International hotel. 


Bangkok 
Hong Kong 
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Hilton International Singapore 

S81, Orchard Road, Singapore 0925 
Please provide me with EBS brochure 
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FarEasternEconomic 


Since it was founded in 
1946, the Far Eastern Eco- 
nomic Review has been 
dedicated to the indepth, 
authoritative analysis of 
the political, economic and 
financial affairs of every 
single country in the Asia/ 
Pacific region. Boasting a 
staff of over 40 full-time 
correspondents and jour- 
nalists located in every 
country in the region, the 
Review is considered to be 
the leading publication on 
Asian affairs in the world 
and deemed essential 
reading for senior execu- 
tives in business, banking, 
government and the pro- 
fessions. 


Over 85% of the He- 
view 's circulation is on pre- 
paid subscription, and in 
September 1984 a survey 
of Review subscribers was 
conducted by International 
Research Associates (HK) 
Ltd. 


Review subscribers are 
primarily top management 
individuals who travel fre- 
quently, make key deci- 
sions for their companies 
and wield enormous pur- 
chasing power. 


For a complete copy of 
the Review Subscriber 
Study please write on your 
company ss letterhead to: 


Ms Elaine Goodwin 

General Sales Manager 

Far Eastern Economic Review 
GPO Box 160 

Hongkong 


or any one of our sales offices worldwide 


From its inception, ATOCHEM 
has asserted itself as a decisive 
determined organisation 
with confidence in the future. 


Its philosophy: team spirit, 
efficiency and performance. 


Its symbol: free-fall 
parachutists linking in the sky 
to form the outline of a molecule. 


Its main trump card: the quality 


of its products and of its personnel. 


Men of action, 
like Yves de Monicault. 
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ATOCHEM : THE WAY FORWARD 
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THAILAND 


‘Rally round the generals 


The split in the military centring on Prem and Arthit widens 





Sy John McBeth in Bangkok 


hen Prime Minister and Defence 
Minister Prem Tinsulanond re- 
E24 a one-year extension of service 
or supreme commander and army com- 
mander Gen. Arthit Kamlang-ek two 
E ago, he lit a fuse that is likely to 
eep burning all the way to the ambiti- 
Jus general's last day in the military on 
31 August. Differences within the mili- 
mary, polarised around the respective 
wer centres of Prem and Arthit, have 
vershadowed the run-up to the general 
selection slated for 27 July and may have 
an important bearing on whether the 
rime minister will seek a public man- 
te. 
e split is now there for all to see. In 
space of two days, ranking officers 
»f the Special Forces Command — in- 
-orporating two crack paratroop divi- 
»ions — and those attached to the 3rd 
»Army Region, covering Thailand's 
1orthern provinces, converged on 
Wrem’s official residence in an open 
show of support. Special Forces com- 
nander Lieut-Gen. Sunthorn ‘Big 
Jeorge’ Kongsompong, whose nick- 
yame belies his slight build, made the 
same gesture in February. 

Sunthorn and the two 3rd Army dep- 
uty commanders, Maj.-Gen. Chaichana 
Thareechat and Maj.-Gen. Aphitep In- 
tharaphithak, are both Chulachom- 

«hlao Military Academy Class 1 col- 
eagues of army chief of staff Gen. 
"haovalit Yongchaiyut, a Prem loyalist 
and the man widely tipped to take over 
Arthit's army post when he retires. 
Twenty-one of the 23 Class 1 officers on 
the active-duty list are generals, includ- 
deputy chief of staff Lieut-Gen. 
anchai Ruangtrakun, who is likely to 
assume Chaovalit’s position when he 
"moves up. 

The two demonstrations of support 
‘ame on the heels of an Arthit directive 
ordering army officers to refrain from 
giving interviews or making comments 
on the political situation without his 
Permission, one of a number of pro- 
1ouncements in which he has sought to 
"onvince public opinion of the army's 
neutrality in the forthcoming election 
campaign. In a move that may have 
»een aimed at preventing further fric- 
don, Chaovalit called off his scheduled 
25 May birthday party. And a bi-annual 
‘eview of anti-communist strategy, 
which would conceivably have placed 
Prem and Arthit in the same room, was 
ilso cancelled. 

Relations between Prem and Arthit 
tave clearly been sour for the past 18 
nonths, but they took a turn for the 
vorse over the extension issue and 
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nose-dived even further in early May 
because of suspicions that Arthit had a 
behind-the-scenes hand in the toppling 
of Prem's four-party coalition govern- 
ment. Well-placed sources confirm 
local press reports that a Supreme Com- 
mand colonel, known to be a close Ar- 
thit aide, met with rebel government 
MP Boontheng Thongsawasdi in a mid- 
city hotel shortly before the crucial 1 
May vote. 

Arthit has angrily denied suggestions 
that army elements were in any way in- 
volved in the vote-buying that preceded 
the administration's dramatic collapse, 
which has since led to a series of major 
realignments in the political party struc- 
ture. The Democrat and Chart Thai 
parties still look to be the front-runners 





Prem; Arthit: the fuse is lit. 


for the elections, despite some signifi- 
cant defections from the latter. 

But big business money appears to 
be firmly behind the newly formed 
United Democrat Party (UDP) — a 
marriage of old-guard politicians led by 
Boontheng, former Chart Thai deputy 
leaders "'avich Klinprathum and 
Narong Kittikachorn, and landowner 
Phol Rerngpraservit, the one-time fi- 
nancial adviser to the late army 
strongman, Gen. Kris Sivara. 


Are important figure in the new 
line-up is party secretary-general 
and former commerce minister Tamchai 
Khamphato, a badminton partner of 
Arthit. Tamchai was relieved of his po- 
sition as president of the state-run 
Krung Thai Bank in January in one of a 
series of controversial Bank of Thailand 
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(central bank) moves backed by Fi- 
nance Minister Sommai Hoontrakul, 
whose fiscal policies and uncompromis- 
ing attitude towards local banking con- 
cerns have made him powerful enemies. 

Apart from declaring its support for 
Arthit, either as a possibié prime minis- 
ter or defence minister, the UDP is try- 
ing to prevent the Democrats from 
forming the nucleus of a new govern- 
ment headed by Prem. Foreign Minister 
and Deputy Prime Minister Siddhi 
Savetsila's shattered Social Action 
Party and Communication Minister 
Samak Sundaravej's troubled 
Prachakorn Thai (Thai Citizen) party, 
two of the other parties making up the 
out-going coalition, are both likely to 
remain loyal to the prime minister. But 
other splinter groups could very well 
weigh in behind the UDP, leaving 
Pramarn Adireksarn's Chart Thai — 
which has an unpredictable track record 
— to pick over the altérnatives when the 
election results are in. 

What may work against the UDP is a 
new emphasis on the quality of election 
candidates. While Prem has come in for 
his share of criticism over his 
handling of the government, 
much of the Thai press has been 
EAS critical of the par- 

iamentary vote-buying and the 
way dozens of MPs have shed 
their party affiliations and en- 
aged in an unseemly scramble 
or new alliances. Provincial of- 
ficials say they believe unpre- 
cedented sums of money will be 
dumped in the campaign in an 
effort to win over voters. 

All this, of course, does not 
belie the fact that Prem has little 
time before the election to de- 
cide what way to jump. Political 
sources say he is under mount- 
ing pressure to run in the elec- 
tion — a course of action he 
does not particularly favour 
given his distaste for verbal 
combat and the way it would 
cut down on his room to man- 
oeuvre, but one which would 
go a long way towards re-establishing 

is political credibility and cuttin 
e ground from under his opponents 
eet. 

If he does decide to run, it would 
probably be with the Democrats and 
possibly as a shoo-in in his home pro- 
vince of Songkhla, though some 
analysts feel he would reap considerable 

litical capital by coe i. Yom Nakhon 

atchasima on the Central Plains — the 
largest of four major northeastern elec- 
torates that could be crucial to the 
party's overall showing. The Democrats 
may not be particularly well liked in 
many quarters of the military, but they 
do appear to offer the best alternative 
for those in the Prem camp, including 
the army officers whose careers rest to a 
large degree on the prime minister stay- 


ing in power. Oo 


> 








INDIA 


The more, the merrier 


Gandhi expands his cabinet to broaden national representation 


By Salamat Ali in New Delhi 


|" the fourth major reshuffle of his 
cabinet, on 12 May, Indian Prime 
Minister Rajiv Gandhi added 12 new 
ministers, retaining all current cabinet 
members except Foreign Minister Bali 
Ram Bhagat, who was dropped. With 
the induction of two new senior minis- 
ters, nine juniors and one deputy minis- | 
ter, the cabinet's total strength now | 
stands at 58. However, Gandhi said 
there are still some cabinet vacancies | 
that remain to be filled “at the right 
time." | 
The latest reconstitution of the 
cabinet appears te have little to do with | 
the incipient dissidence within the rul- | 
ing Congress party. But the reshuffle | 


does bring to an end the tension a large | 


segment of the party and the entire 
cabinet had been under recently due to 
the widely anticipated changes at the 
top. Since Gandhi remains political 
master of the country and is known for 
springing surprises, some in his cabinet 
had been iier In addition, a large 
number of aspirants to the cabinet had 
been waiting impatiently for the an- 
nouncement. 

Indian cabinets generally are consti- 
tuted with the need to give representa- 
tion to the country's various states, 
communities and even castes in mind. 
The two primary considerations this 





Victory in defeat 


Gandhi: vacancies remain. 


time were said to have been, first, giving 
representation to formerly unrepre- 
sented states and, secondly, lightening | 
the work burden of some ministers. | 

However, Gandhi appears to have | 
acted only partially on both counts. 
Punjab, Assam and Jammu and 





| 


Kashmir were given representation, but | 


Orissa and Andhra Pradesh still remain | 


on the outside looking in. In addition 
several senior ministers, including 
Commerce Minister P. Shiv Shankar 
who was given foreign affairs as a sec- 
ond portfolio, remain over-burdened. 
Gandhi's critics, such as the newly 
elected president of the’ Bharatiya 


| Janata Party, L. K. Advani, count 


13 major and minor changes to the 
cabinet since Gandhi's ascent to power 
in late 1984, claiming the latest re- 
shuffle is the 14th. Advani, accusing 
the prime minister of “ad-hocism,” said: 
"Lm hard put to find the logic and 
rationale" for the changes. Such critics 
conclude that Gandhi still has no clear 
notion of the kind of government over 
which he wishes to preside. 

The reaction of India's na- 





US court ruling on Bhopal does not discourage Indians 


By Mohan Ram in New Delhi 


Ithough a New York court has re- 

jected India's plea that the compen- 
sation claims of the Bhopal poison gas 
tragedy victims against the Union Car- 
bide Corp. (UCC) should be heard in 
the US, Indian officials do not see it as a 
serious blow. 

In his long-awaited verdict, Judge 
John F. Keenan, in remitting the case to 
India, attached three important condi- 
tions which, in the Indian view, cancel 
out any strategic advantage UCC might 
have gained in successfully opposing US 
jurisdiction in the matter. 

Early in December 1984, poisonous 
fumes from the pesticide plant in 
Bhopal run by Union Carbide's Indian 
subsidiary left close to 2,000 dead and a 
good proportion of the city's 800,000 
population affected. Several private 
claims for compensation were filed in 
the US on behalf of the victims, but the 
Indian Government moved in to file an 


24 


aggregate claim for an unspecified 
amount before a New York court. 


The UCC contended that the 


tragedy, believed to be the world's | 


worst industrial disaster, was an entirely 
local affair and it was for the Indian au- 
thorities to have ensured safeguards. In 
other words, the US-based multina- 
tional disclaimed liability in the matter 
and maintained that compensation paid 
could not exceed the assets of the Indian 
subsidiary, and that the Indian Govern- 
ment, by failing to enforce safeguards, 
had its own share of liability. 

India was trying to establish a point 
on behalf of the Third World. In insist- 
ing that the US had jurisdiction in the 
matter, it was contending that a multi- 
national could not escape responsibility 
for the lapse of a subsidiary in a Third 
World country when the plant had been 
designed, set up and even run by the 
parent company. Secondly, in such 





tional press has also been less 
than sympathetic. Typical wase 
The Statesman’s | comment: 
"When [the late prime minister 
Indira] Gandhi regularly moved* 
her ministers around, it was 
thought to be part of a strat 
not to allow any incumbent 
become too involved with his» 
duties and gain more expertise 
| and influence than was deemedWi 
| necessary; as a result, politicians 
were kept on their toes and al 
authority remained vested in thes 
prime minister. 

“There may be no reaso 
| yet to suspect Mr Rajiv Gandhi 
| of similar intentions . . . Eveni 
so, the break in continuity® 
cannot improve sound manage- 
ment . . . On the contrary, it 
might have more damagingw 
effect than in the past whens 


cases compensation should corresponc* 
to what victims in a similar situation in 
the home country of the parent com- 
pany (in this case the US) would fet- 
The quantum of compensation Indi 
courts allow is low compared to w 

US courts award. 

With the conditions Keenan a 

tached in remitting the case to India, he 


_ has squarely placed the responsibility 


for the tragedy on the multinational be- 
cause he has asked UCC to fully submit 
to the jurisdiction of the Indian courts 
and to satisfy any judgment of these 
courts. Besides that, he has allowed 
"discovery" under the US federal rules 
of civil procedure, which means the In- 
dian courts can subpoena Union Car- 
bide's records and documents in the US. 
and in Hongkong. 


ndian officials think this will enable 
full and effective Indian jurisdiction 
over UCC and also the enforcement of 
the judgment in the US, where assets of 
the corporation — estimated at US$8 
billion — are mainly located. The In- 
dian subsidiary's assets are estimated to 
be less than US$8 million. 
At one point, UCC had offered an 
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Gandhi's critics are agreed 









'eralism and Gandhi's talk of leading 
dia into the 21st century through 
und management, the prime minis- 
s style. does not materially differ 
om that of his mother. 
rrespective of the notion of collec- 
esponsibility of the cabinet, Gan- 
remains the fountainhead of all gov- 
mental. decisions, with vital inputs 
'ovided by a small coterie around him. 
mWith this highly personalised style of 
le, the cabinet is said not to be half as 
mportant in influencing state policy as 
ndhi's 10-member policy advisory 
ommittee, created in April. 
-Gandhi also reorganised the Exter- 
al Affairs Ministry's police planning 
mittee. The committee, which will 
in as before under the leadership 
rmer diplomat G. Parthasarathy, 
Ws comprises Minister of State for In- 
nal Security Arun Singh, various 
ernment bureaucrats and a number 




































af academics. | 

( The committee, the government 
_aid, has been given additional func- 
iMons.and is to "provide an analytical 


wackground to India's world views and | : 
Zo assess major developments so as to |^ 


ensure that the nation’s responses are 
wurposeful and within the framework of 
mational policy." With the committee 


sow responsible to Gandhis sec- | 
tariat, it will also deal with national | situatic Te | 
"strike passed off in relative: 


security and international economic re- 
ations. .u 


^—— — — — — eae RR REM MED 





:ut-of-court settlement of US$350 mil- 
von, but India rejected it as inadequate. 
icials expect a figure close to US$700 
Aillion will be sought. The Indian in- 
ierpretation is that the judgment has left 
procedural and compensation issues 
ktly as they would have been were 
case heard in a US court. : 
the absence of these conditions, 
irbide could have challenged 






















“produce evidence available 
ide India, and defied any verdict. 
tandi isto lose most are the US law- 
lescended on Bhopal in the 
of the tragedy in search of clients. 
ese “ambulence chasers” hoped to 
a percentage of any compensation 
' could extract, which is legal in the 
JS. Even the US$350 million offered as 
in out-of-court settlement would have 
srought these lawyers a windfall. But 
with the issue going to Indian courts, all 
he US lawyers’ expenses and efforts 
e been wasted, and the pieces of 
er their potential clients signed — 
yften in return for a small payment by 
he lawyer — will not entitle them to any 
hare of a settlement reached in the gov- 



















nment's suit. 


iş government's facade of- 





ction of Indian courts and re- 
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West 
Halim, last month linked the Gurkha 


————— — — — — — —— ir ree ANT — — sta iym 


on alert before the strike and their ap- 


emands being made by Nepali- 
speaking Indians living in the 
strategic area between Bhutan, China, 
Nepal and Bangladesh, for their own 
state of Gurkhaland and recognition of 
Nepali as one of India’s official lan- 
guages, are no longer being treated as a 
joke in Indian politics. A successful 
three-day strike in the hilly district of 


Darjeeling in India's West Bengal state, | 


has raised fears of increasing turmoil in 
the sensitive east Himalayan region. 

The strike from 12-14 May was call- 
ed by the Darjeeling-based Gurkha Na- 
tional Liberation Front. (GNLF) and 


drew widespread support. All sh ops in - 
)lic trans- 


the area remained closed, publ 


port was paralysed and most workers | 
employed on tea plantations stayed 
home. On the first day of the strike, one- 
injured . 





man was killed and anoth 
when police fired on an unruly mob of 
GNLF supporters armed. with kukris 
(curved Gurkha knives) and bows and 
arrows. There were also several clashes 
between GNLF supporters and those of 
the Communist Party of India-Marxist 
(CPI-M), which controls the govern- 
ment of West Bengal. ^ > 


n a 


Faced with mounting violence, the 
authorities called on paramilitary forces 
to restore order. They had been placed 









pearance on the streets stabi 


| streets stabilised the 


peace. > 







The CPI-M, as well as some local 
Congress party leaders, claim that the 
GNLF demands are secessionist and 
only have the support of a disgruntled 
minority of Gurkhas. The speaker of 
Bengals legislature, Abdul 


demands with those of extremist Sikhs 
in Punjab for their own state and with 
religious disturbances in Uttar Pradesh, 
saying they were all part of a conspiracy 
to destabilise India. DM 

The government also points out that 


| Strike for new state erupts in violence p 
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it has lavished funds on Darjeeling and 


paid special attention to promoting its 
development, so it cannot»be charged 
with neglecting the area. But critics say 
that while this is true, the wish of the 
Gurkhas to assert their own ethnic and 
linguistic identity has been totally 
ignored. F T 

GNLF president Subhas Geishing, 
however, denied on 6 May that the 
movement he heads is secessionist. He 
said: “We want to live within India, but 
not as second-class citizens. We want to 
live in peace with other Indians. Ben- 
galis, Biharis, everyone will be welcome 
in Gurkhaland." As the success of the 


Roots of discontent: page 27 


ATE LACES 


| Kathmandu. Such a 


hardly get jobs in the 
mate there does not su 


Bengal Chief Minister Jyoti Basu, also. 


| any anti-national activity by separatist 
| forces in Darjeeling.” NI: 


ment will run its course and fizzle out. 


strike demonstrated, ho 
a growing” antipathy 
Nepalese towards 
flected in speeche 
in the Darjeelin, 
Bengalis are porti 
The Gurkhala 
faced two year 



















port for the idea « 
state. But since the 
to reflect popular f 





























































cated Gurkha youth T 
newspaper on the ewe 
"There is also the langua 
we find that hundreds 
who cannot speak our tan 

jobs in Darjeeling. Frustrat 

are easy to arouse and I wouldn't! 
prised if the kukris are out on the day 
the strike." É 


B ercifully, the young men roaming 
VI Darjeeling’s streets with kukrison _ 
their belts, did not unsheath them. They - 
merely chanted the slogan: “We shall. 
give our lives, but will make Gurkha- 
land a reality.” Taking no chances, the 
government put the army and paramilit- 
ary forces in the area on alert. West 


warned on the eve of the strike that the. 
government was determined to "curb - 


The general belief is that the move- 


gradually. Analysts argue that th 
movement is confined to the Darjeelin; 
area and does not extend to Sikkim an 
other neighbouring areas where ethni 
Nepalese are concentrated. It is alsoun 
likely that New Delhi will agree to m 
ing Nepali an official language, ast 
would only add impetusto separatist: 
mands. Neither would the creation o 
Nepali-speaking state within India. a 
adjacent to Nepal, be welcomed b 
democratic stat 
could only intensify the struggle agains 
autocratic rule within Nepal. R 

Ethnic Nepalis live along th 
Himalayas from Kochbihar on the wes 
ern bank of the Brahmaputra rive 
through Nepal itself, to eastern parts o 
Himachal Pradesh. Nepal once rule 
most of this region, but ceded parts of 
to British India as a result of war. 

Nepalis who speak different dialect 
are also found in several other areas, in 
cluding north Uttar Pradesh, the Kt 
maon and Garhwal regions and in th 
eastern hills of Himachal Pradesh. - 
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FINANCIAL TIMES 


over defence of a British company 


=> The largest UK equity issue 
ever planned for a single project financing. 
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By Neville Sarony 
HE origins of the current agitation in 

Darjeeling district in India's West 
Bengal state for Tarun Gurkha, or Gur- 
khaland, are paray historical accident 
and partly the result of outmoded legis- 
lation, though the agitation is dismissed 
by West Bengal's hill development 
minister as “. . . anti-nationals cashing 
in on the simplicity of the Gurkha." 

The majority of people living in this 
prime tea-growing district are ethnic 
Gurkhas. This is not surprising, since 
the area was part of the Gurkha King- 
dom of Nepal until ceded to the British 
Government of India under the terms of 
the Treaty of Segauli in 1814, following 
the Anglo-Gurkha War. The essentially 
Gurkha character of the area was large- 

unchanged up to and even after In- 

B. independence in 1947. 

However, the change from the be- 
nevolent magistracy of the British to 
government by career administrators in 
the Bengal civil service wrought a fun- 
damental change in the socio-political 
balance. The British had been avowedly 
colonial administrators, but the Ben- 
galis were, in theory, fellow free citi- 
zens. Yet the Bengali administrative 
ethic remained essentially colonial. 
That in itself would probably have been 
accepted because the Gurkhas are, by 
nature, a remarkably adaptable people, 


NEPAL 


Radicals to 
the fore 


ro-Moscow elements win 
‘in Nepal's election 






By Kedar Man Singh in Kathmandu 


To results of the general election 
. V held on 12 May to elect 112 members 
of the country's legislature indicate 
ple's ——— with the existing 
non-party panchayat system. More than 
half of the newly elected members, who 
unseated old members including some 
panchayat stalwarts, are comparatively 
young and want radical changes to the 
system. | 
The landslide victory in Kathmandu | 
of Padma Ratna Tuladhar, leader of an 
outlawed pro-Moscow Marxist-Leninist 
group, and the successes of his col- 
leagues in several other districts re- 
garded as strongholds of the establish- 
ment or the more moderate opposition, 
are a clear warning to the leaders of 
both the panchayat system and the out- 
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India's Gurkha minority agitate for equal treatment 
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but the Sino-Indian War in 1962 added a 
fresh dimension. 

Geographically, Darjeeling encom- 
passes the Chumbi Valley, which runs 
from the Nathu-la Pass on the Tibetan 
border down to a railhead at Siliguri. It 
is one obvious invasion route into India 
from China, and the area was declared a 
restricted zone during the Sino-Indian 
conflict and flooded with troops. What 
had been a sleepy backwater of tea gar- 
dens and hill stations became a key ad- 
ministrative area both for the state and 
central governments. Since the great 
majority of Indian Army troops 
stationed there were Gurkha regiments, 
local Gurkha politicians felt embold- 
ened to flex their political muscles. 


he source of Gurkha dissatisfaction 

was not a desire for political expres- 
sion, but a reaction to ethnic discrimina- 
tion. Despite being the majority race in 
the district, the Gurkha's had not received 
official recognition for their language. 
For examinations beyond school levels, 
they must read and write Bengali, Hindi 
or English. 

This problem can be overcome by 
application and educating out the 
Gurkha's ethnic tongue. What is virtu- 
ally insuperable, however, is the state's 
system of regulated preferences, which 


lawed Nepali Congress party which de- 
cided to stay away from the election. 
Political observers attribute the de- 
feat of panchayat stalwarts at the hands 
of young leftist dark horses to past ac- 
tions of hardliners among the establish- 
ment and the Nepali Congress. They be- 
lieve the Young Turks will be a force to 
reckon with in the legislature when it 
convenes for the budget session in mid- 
June. 
\ Tuladhar won 86,155 votes as against 
the 29,000 collected by ex-home minis- 
ter Jog Meher Shrestha who is regarded 
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e groups over others The | 
origins of the system were the en- | 
lightened attempts by the British to in- | 
troduce sitive discrimination in |. 
favour of low caste peoples and certain | 
minority tribes. ! 
In practice, this means that 
whenever a job vacancy, scholarship, I 
training course or the like arises, first - 
preference is given to applicants who | 
are members of these scheduled castes . 
or tribes. The ranks of the latter were 
greatly swelled by the influx of Tibetan 
refugees who were accorded minority | 
tribe status. Not unnaturally, afterthese | 
first-preference allocations, the state | 
prefers Bengalis. Right at the bottom of. 
the pile, already disadvantaged by the d 
language hurdle, come the Gurkhas. — — 
In simple actuarial terms, the major- | 
ity population find themselves con- | 
demned to manual and low-status occu- | 
pations and, because they are a — fe 
grouping within the state, insufficient | 
electoral power 15 effect political | 
change. 1 | 


At various stages, both former prime id 
nio f 
"AD 


ministers Indira Gandhi and Morarj 
Desai promised the Gurkhas recogni- 
tion of their language as an official | 
tongue, but political promises were | 
soon X aiias and they were never | 
honoured. aen 
Prime Minister Rajiv Gandhi, how- | 
ever, has shown an astute sensitivi- | 
ty to the legitimate complaints of In- — 

ia's ethnic minorities. Solutions seem | 
to be readily available and at no cost | 
to the delicate fabric of Indian federal- | 
ism. $ 


d 
— 
4 
as a pillar of the panchayat system, hav- — 
ing served under six different prime | 
ters during the past 25 years. * 
Of the total 140 members in — TS 
lature, 112 were elected and the n |. 
ing 28 are to be nominated by King |. 
Birendra before the opening of the new — | 
nchayat session next month. Keeping | 
yeti the entry of the Young Turksin | 
the national legislature which could re- | 
sult in turbulent and unruly sessions, the — , 
king is expected to nominate tough and | 
competent members who could main- — 
tain a balance with radical elements. | 
Appointment of a bold and coura- - 
geous prime minister may be felt neces- | - 
sary, too, to control the house and en- | 
sure the smooth running of the govern- | 
ment. 14 
More than 90% of the 1,548 candi- | 
dates who contested the election in 75 | 
districts lost their security deposits. Of- | 
ficial sources maintained over 60% of | 
those e e cast their votes, despite | 
threats from the India-based anti- | 
monarchist terrorist group headed by | 
Ramraja Prasad Singh to disrupt the | 
election and sporadic abortive attempts | 
to foil the election. The call by the Nep- — 
ali Congress and pro-Peking communist | 
parties to boycott the election evoked | 
no public response. o | 
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Into a new phase where 
economic laws prevail 


he recent Sydney Morning Herald | 


article on President Suharto’s al- 
leged family wealth and its aftermath 
have left us with some crucial questions 
to answer about Australia’s relations 
with Indonesia and the adequacy of 
Australians’ understanding of that coun- 
try. 

Why, it might be asked, did In- 
donesia not react to similar articles on 
the financial activities of the Suharto 
family which have appeared in US- and 
British-owned newspapers over the 
years, with blanket reprisals against US 
and British tougsts and journalists? 
Quite clearly the Indonesian response 
must partly be understood in the con- 
text of a decade of growing hostility 
which has taken root within elements 
of the Indonesian military as revealed 
in the recent army newspaper Angka- 
tan Bersenjata articles (REVIEW, 22 
May). 

What might also be asked is: how ef- 
fective is Australia’s existing policy to- 
wards Indonesia? Given the Indonesian 
response to the Herald article it is fairly 
clear that a decade of what may be de- 
scribed as a policy of trying too hard has 
clearly produced few results. There are 
real signs in Australia that the pen- 
dulum has swung in favour of those who 
feel its approach to Indonesia needs a 
major rethink. 

It may also be worth our while to 
turn the focus back on the substance of 
the Herald article which has tended to 
become lost in the furore created by the 
Indonesian response. Do we really 
know much about Indonesia? What sort 
of political system are we dealing with in 
that country? Who holds power and 
how is it exercised? What is the signifi- 
cance of connections between political 
leaders and corporate capital and does 
it matter? Can everything be explain- 
ed, or rendered immune from explana- 
tion, by reference to cultural factors as 
argued both by the Indonesians and 
Australia’s Foreign Affairs Depart- 
ment? 

The key to understanding the politi- 
cal and economic structures of In- 
donesia is the state, which dominates 
and permeates every pore of life. Most 
important, it is the officials of the state 
themselves, and not any political party, 
in whose hands power resides. In fact 
that dominance of the state in Indonesia 
is SO qualitatively greater than that of its 
neighbours that comparisons with 
North Vietnam or North Korea are in 
many senses more meaningful than 
comparisons with the Philippines or 
Thailand. 


This has often been explained as an 
Indonesian cultural attachment for au- 
thoritarian rule and a return to pre-colo- 
nial Javanese political ideas. Others 
have explained it as a simple continua- 
tion of the Dutch colonial political 
system. A more convincing explana- 
tion, however, is that the Dutch left a 
vacuum of social, economic and political 
power. 

Unlike the Philippines, no big land- 
owning class or middle class provided 
the basis for the formation of coherent 
political parties. Even the Indonesian 
Communist Party was unable to call on 





Murtopo: building institutions. 
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a cohesive base of workers or peasants. 
Consequently, power virtually gravi- 
tated into the hands of the state and its 
officials by process of default. 

During the liberal democratic exper- 
iment of the 1950s, no political party 
proved able to accrue sufficient power 
to enable it to govern effectively éither 
by itself or in coalition. A period of poli- 
tical chaos ensued characterised by a 
rapid turnover of coalition govern- 
ments. Similarly, private enterprise 
proved totally incapable of providing 
the capital, corporate structures and 
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management skills necessary for trans- 
forming a declining colonial plantations 
economy into a modern industrial econ- 
omy. Attempts by the state to induce’ 
the development of private busines 
tended only to produce speculators an 
fixers. 

When Sukarno established “Guided 
Democracy” and “Guided Economy” in 
the late 1950s, there were few to mourn: 
the demise of parties and the private 
sector or to protest at the movement of 
the state to centre stage. 

But state power under Sukarno did 
not mean socialism. Instead, the state 
was appropriated by its own officials. A 
new amalgam of political and bureau- 
cratic power had been formed and the 
politico-bureaucrats who were the re- 
sult of this process became the new rul- 
ers of Indonesia. The economic basis of 
state power was consolidated by the ex- 
propriation of Dutch holdings and t 
transfer to state ownership, mai 
under military management. The state 
undertook ambitious projects to create 
an industrial base, including invest- 
ments in steel, shipbuilding and other 
heavy industries. 


he fall of Sukarno in 1965 provided** 

the opportunity not only for the mili- 
tary to consolidate its political domi- 
nance over the state apparatus but for 
the elimination of the major obstacle tow 
politico-bureaucratic power, the com- 
munist party. However, the new regime 
faced two major challenges: in- 
stitutionalising its power in society and 
solving the horrendous economic prob- 
lems which confronted Indonesia in the 
mid- 1960s. In both of these cases it was 
remarkably successful. 

With consummate political skill, 
Suharto and Ali Murtopo, the general 
responsible for political and intelligence 
affairs, turned a ramshackle politic 
polyglot into a highly organised syste 
The byzantine military structure’! was 
centralised and rogue generals found 
themselves as ambassadors in foreign 
countries or lecturers in military 
academies. Military officers began to 
appear in great numbers as ministers, 
directors-general, governors and local 
administrators in a process known as 
penghijauan (greening) in reference to 
the colour of military uniforms. While 
parliament remained subordinate to 
presidential power, new extra-constitu- 
tional bodies were set up to perform the 
really strategic tasks of social control. In 
particular, internal security was handed 
over to a special military agency, Kop- 
kamtib. 

Under Murtopo, a political and in- 
telligence body, Opsus, set about build- 
ing more effective mass institutions of 
state power. A state political party, 
Golkar, was established, enabling the 
state to hold and compete in elections. 
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Awwhole range of state-sponsored front 
organisations were formed for labour, 
peasants, public servants, students, 
youth, women and other groups. 

Acceptance of the state ideology, 
Pancasila, as interpreted by the state, 
has been made mandatory for the re- 
maining political parties, for public ser- 
vants and others operating in the public 
arena. Studies of Pancasila have been 
introduced into schools and dissemi- 
nated in the media. 

Until 1974 the press and universities 

remained fairly vital institutions of in- 
tellectual debate and innovation. In 
1973 they entered into an intense debate 
on the role of foreign capital in In- 
donesia. However, protests directed at 
then visiting Japanese prime minister 
Kakuei Tanaka, in January 1974, ex- 
panded into. expressions of anti-Chin- 
ese and anti-government feeling, drag- 
ging in not only students, but a whole 
variety of disaffected elements, includ- 
ing declining small Muslim business in- 
Is. 
id he government saw the dangers of 
pen debate. It was the death knell for 
the liberal intellectuals. Five news- 
papers were immediately closed and the 
remainder subjected to strict controls. 
There was to be no questioning of the 
activities of the president's family, no 
idiscussion of the role of the military. 
Daud Jusuf, an Opsus intellectual with a 
reputation for being a hard and 
humourless man, was appointed as edu- 
cation minister to remove political de- 
bate from the campuses. 

State control, however, has not been 
imposed solely by coercion and institu- 
tional control. The urban middle class- 
es, the small land-owners and business- 
men as well as the big corporate busi- 
nessmen have benefited from sustained 
economic growth. While the govern- 
ment proves able to deliver the econo- 
mic goods they appear prepared to ac- 
cept rule by the military. In any case, 
burgeoning urban poor and the 
spect of radical social change are far 
greater threats to relatively affluent 
middle classes living in suburbs with 
boom gates, glass-topped fences and 
guards. 

In the economic sphere, the role of 
the state is no less dominant and intru- 
sive. Oil has provided the state with a 
seemingly limitless (until the recent 
price shocks) flow of funds. In 1981-82, 
oil taxes provided the government with 
70.6% of its receipts. Over 50% of gross 
domestic capital investment has consist- 
ently been provided by the state. It has 
poured huge investments in industrial 
projects from steel and petrochemicals 
to high technology. 

But it is the relationship between the 
state, its officials and private enterprise 
which is among the more interesting as- 
pects of the development of power in In- 
donesia and it is this aspect of the re- 
lationship which is treated in the Herald 
article. 
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€ Appropriation of office by 
bureaucrats has become 
increasingly an obstacle to the 
achievement of industrial 
growth.9 







The role of officials has long been 
characterised both by a fusion and a ten- 
sion between the public and private 
spheres. The power of public office has 
tended to serve both the public interest 
as defined in law and regulation and the 
private interests of the officials who ac- 
tually occupy the offices. In the case of 
relationships between state and busi- 
ness, it is clear that over the past 20 
years the state has facilitated the 
emergence of a powerful domestic cor- 
porate section through policies of pro- 
tection and subsidy while officials have 
at the same time determined access to 
specific sectors of the economy for indi- 
vidual firms through a complex network 
of controls. By seizing these controls, 
officials have been able to actually 
determine which companies flourish 
and which flounder, selectively allocat- 
ing licences, concessions and contracts 


DAVIDM HAYES 


which lead to virtual monopoly posi- 
tions. 

At its crudest level, such a situation 
gives officials and political factions im- 
mediate access to wealth. To take an 
example, the investigations which fol- 
lowed the financial crisis in the state oil 
company Pertamina in 1976 found that 
contracts for purchase of capital goods 
for Krakatau Steel, for the purchase and 
leasing of tankers and for construction 
projects had been let at prices, in some 
cases, significantly above world market 
rates. It was clear that this facilitated 
nothing less than a transfer of funds 
from the state to its officials. 

This process was well illustrated in 
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1979-80 when the Indonesian Govern- 
ment became involved in a dispute over 
US$80 million found in Singapore bank 
accounts for Achmad Thahir, formerly 
an Official at Pertamina. The Indone- 
sian Government claimed the money on 
the grounds that it had been illegally ex- 
propriated by Thahir from Pertamina 
through contract manipulation. 
Thahir’s widow argued this was normal 
procedure and retaliated with explicit 
claims about Pertamina’s purchasing 
policies and involvement of other offi- 
cials. 

Far more important, however, has 
been a substantial movement of officials 
and their families and nominees into 
corporate ownership. This represents 
quite a fundamental advance in the 
development of power in Indonesia. 
Corporate wealth was now added to 
public office as the basis of social power 
for the politico-bureaucrats. 

In the cases mentigned by the Herald 
article, members of the Suharto family 
developed corporate holdings, espe- 
cially in companies of the. Liem Sioe 
Liong group. The fact of this matter is 
indisputable and documented. The 
question to be asked is: so what? As al- 
ready mentioned it tells us that a fusion 
of bureaucratic and corporate power is 
taking place. This is a crucial political 
development. At another level the his- 
tory of the Liem-Suharto companies 
illustrate the way in which private cor- 
porations develop in Indonesia and the 
crucial role played by the state and its 
officials. 


O n the one hand, the Liem conglom- 
erate's success can be traced to 
state policies of protection for domestic 
companies in general as well as sound 
investment and management practices. 
But there is also no doubt that state po- 
licy has, in several crucial instances, 
favoured the companies of the Liem 
group specifically. Indeed Liem built his 
corporate power in the late 1960s and 
early 1970s upon monopolies in clove 
imports and flour milling granted by the 
State. 

Liem’s cement conglomerate, In- 
docement, was recently the subject of a 
30% share purchase by the state. This 
was a fortuitous intervention at a time of 
contraction in the cement market and 
increasing burdens imposed by servic- 
ing dollar debts. It was particularly for- 
tuitous that the injection of capital 
could be used to pay US dollar debts 
and that arrangements could be made 
with state banks to refinance them with 
rupiah loans. Tongue in cheek, the local 
press asked when similar intervention 
would be available to hard-pressed 
plywood companies. 

Similarly, Liem's purchase of a share 
in a government cold-rolled steel mill, 
an industry noted for poor profits, was 
in effect guaranteed by the granting of a 
sole licence for the import of cold-rolled 
steel products. This effectively put Liem 





in control of pricing for this section of 
the industry. 

State intervention in the market 
place has, therefore, specifically advan- 
taged companies in which members of 
the Suharto family are shareholders. 
This is the moral issue worrying many 
Indonesians. 

What is the explanation for these 
forms of relationships between state, of- 
ficials and the corporate sector? One 
suggestion is that officials’ salaries are 
so low that they are forced to supple- 
ment these. This may be so in the case of 
minor officials but is anyone seriously 
proposing that a doubling of officials’ 
salaries would see the end of their in- 
volvement in shareholdings of com- 
panies worth hundreds of millions of 
dollars? 

A further suggestion is that the 
private appropriation of public office is 
3d e as normal within Indonesian 
culture as is the right of officials to plun- 
der the public p@rse. This is patently 
false. 


Appropriation of public office by of- 
ficials is not unique to Indonesia 
and indeed is a common feature of 
societies in the period of transition from 
feudalism to industrial capitalism. It is 
much more convincing to interpret these 
relationships in terms of the historical 
development of different forms of poli- 
tical and social power. 

In the history of Europe, practices of 
private appropriation of public office so 
prevalent in the 17th and 18th centuries 
were only brought to an end when they 
began to contradict the development of 
the economy — when further invest- 
ment required predictability, accounta- 
bility and efficiency in the public 
sphere, and when the owners of capital 
were powerful enough to enforce such 
requirements on the state. 

With the collapse of oil prices, In- 
donesian economic survival has been 
thrown heavily onto the development of 
its industrial sector, especially for ex- 
ports. Productivity and efficiency are at 
a premium. Both foreign and domestic 
investors are arguing with increasing 
force that the difficulties caused by the 
oil shortfall should be accommodated, 
not by reductions in state expenditure 
but by increases in the efficiency of the 
state apparatus. Appropriation of office 
by bureaucrats has become increasingly 
an obstacle to the achievement of indus- 
trial growth. 

e recent reforms of Pertamina and 
the clean-up of the customs service in 
the port of Jakarta provides clear signs 
that where development of the econ- 
omy and the interests of officials collide, 
the latter may well be sacrificed. It is 
possible that the collapse of oil prices is 
pushing Indonesia into a new phase 
where the officials of the state become 
increasingly subject to its laws and in- 
creasingly accountable to social and 
economic forces outside the state. p 
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BANGLADESH 


Retroactive safety 


Ershad needs a majority to ratify his martial-law rule 


By S. Kamaluddin in Dhaka 


Wri the credibility of the 7 May 
Bangladesh National Assembly 
polls is still being widely debated, Presi- 
dent H. M. Ershad seems more con- 
cerned about lifting martial law to com- 
plete his programme of returning the 
country to civilian rule. 

Ershad had committed himself to 
lifting martial law after “national elec- 
tions are held.” This vague wording 
could be taken to mean after not only 
the assembly elections, but the presi- 
dential poll expected sometime towards 
the end of the year. 

But Ershad, in a post-election inter- 
view with the REVIEW, said he wanted 
to leave the question of the presidential 
election and the date of lifting martial- 
law rule to parliament, without specify- 


f —— r * = 2 case | 
Ershad: major ca 





ing whether he would like to offer him- 
self as a candidate, though this seems al- 
most certain. 

Meanwhile, Ershad is expected to 
form his new cabinet soon after the 19 
May re-polling in more than 250 centres 
covering 36 constituencies where voting 
was stopped on 7 May because of disturb- 
ances. All the former pro-government 
Jatiya Party (JP) ministers, who had to 
resign to contest assembly seats, are ex- 

ected to be retained in their previous 
jobs. A major cabinet reshuffle, how- 
ever, is likely soon after the national as- 
sembly begins its session in the first 
week of July. Quite a few new faces are 
likely to be included at that time and at 
least one state minister promoted to full 
cabinet rank, source say. 

The president, under the constitu- 
tion which is still suspended, should 
nominate or appoint the leader of the 
house who will also be the prime minis- 





ter. Several names are being mentionedil 
as possible choices, including JP secret- 
VA Were and former works minister 
M. A. Matin, former railway minister 
Moudud Ahmed (who was also deputy- 
prime minister in late president Ziaur- 
Rahman's cabinet) and Mizanu 
Rahman Chowdhury (a veteran Awam 
League leader and now a senior vice- 
chairman of Jatiya). 

In the event of Matin's appointment 
as prime minister, former commerce: 
minister Kazi Zafar Ahmed or Chow- 
dhury may be given the party secretary’s) 
job in addition to ministerial respon- 
sibilities. 


rshad seems to believe that under 

suspended constitution, the asse 
bly does not have enough power. He has- 
described it as a “rubber-stamp parlia- 
ment," and said that more power should 
be given to it. He categorically rejected" 
the suggestion that he or his military col- 
leagues were even thinking of introduc- 
ing the Turkish or Indonesian models of 
government. Neither does he advocate: 
giving the army any constitutional posi- 
tion to oversee the government's deci- 
sions. His idea was to “just associate 
[the army] with what the government is: 
doing. No more, no less," he added. 

Ershad should find no difficulty im 
getting a two-thirds majority of the as- 
sembly needed to agree to constitu- 
tional changes to give it more power. 
More important is whether he can gef 
that same majority to ratify all the mar- 
tial-law orders and reforms carried ouf 
under martial-law regulations in the 
past four years since he seized powe 
before he lifts martial law and the . 
tection it provides him. 

Should he fail to do so, all the re- 
forms would be nullified and all his re- 
gime's actions could be declared uncon- 
stitutional and therefore illegal. In this 
unlikely eventuality, he himself could 
be in danger of being accused of treason. 

The JP is unlikely to get more than 
about 152 of the 300 directly elected seats 
in an assembly. This would enable 
Jatiya, using its simple majority, to elect 
its supporters to 30 extra seats reserved 
for women and chosen by parliament. The 
party can also count on about 25 indepen- 
dent members and about nine from three 
smaller parties. This would leave it still 
short by five or six of a two-thirds major- 
ity of the 330-member assembly. How: 
—— appears confident of get. 
ting the support to legitimise 
ut jui hi FN e Marc imenbis — 
itself set up under elections held as a re- 
sult of a martial-law decree. 0 
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wie you first handle a Patek Philippe, you 
become aware that this watch has the presence 
of an object of rare perfection. 

We know the feeling well. We experience it every time 
a Patek Philippe leaves the hands of our craftsmen. 
You can call it pride. For us it lasts a moment; for you, 
a lifetime. J. 

We made this watch for 
you -to be part of your f- 
life - simply because this [S 
is the way weve always j 
made watches. 

And if we may draw a con- 
clusion from five genera- 
tions of experience, it will 
be this: choose once but 
choose well. 

A Patek Philippe - 
because it's for a lifetime. 
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ondon, 10.32 pm. 

Peak hour has just started at New Scotland Yard. 

During the next sixty minutes, the Central Command 
complex will receive almost five hundred 999 calls. 

"Quickly, they're trying to kill each other down at the 
Hope and Anchor!" 

À new Sperry computer system makes it possible to 
process four hundred such calls simultaneously. The core of 
the system is a four-processor, 16-megabyte Sperry main- 
frame with an average response time of 1.25 seconds. 

In police work, a fast response can be, quite simply, the 
difference between life and death. 





1. The 27,000 officers of the London Metropolitan Police 
cover an area of nearly 800 square miles. 





2. Ten million people live or work here. Every year, they 3. The Metropolitan Police therefore invested in the 
make one million calls to the police. Four years ago, largest police command and control system in the 
police communications were stretched to the limit. world. The system's designer and builder: Sperry. 





4. The Sperry system integrates screens and printers 5 
from other manufacturers. When complete, the 
system will have over 800 workstations at 120 
police stations. possible. 


. In an emergency, speed is everything. But callers are 
often incoherent, excited or in a state of panic. The 
trst priority is to put the call on the map as soon as 


-f life and death. 
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6. For this, the Sperry computers hold hundreds of facts 
and figures about every street, phone box, public build- 
ing, school, park, pub or other location. 
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. There are twenty-six Stanley Roads in London fot 
example. The computers can identify instantly which 
one the call came from. 
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8. The system can even identify a local by its nickname 9. New Scotland Yard operates over 4,000 vehicles. The 
and give the proper name. All this information is 


computer assists the Central Command complex to 
constantly updated by the officers on the beat. 


identify the nearest patrol car to an incident and radio 
it to the scene. 








10. The Sperry system also records statistics such as the 11. To quote their Deputy Chief Engineer. "The Com- 
given crime rate for a particular crime in a particular mand and Control system has given us the chance to 
location. Vital statistics for deploying police resources. get our officers to an incident those critical minutes 


earlier.” 


Sperry offers you tt « 





Micro COMPUTERS. Our fastest growth — 58% last year - 
is in micro computers, from multi-user PCs up to super- 
micros more powerful than our smallest mainframes. 


MAINFRAME COMPUTERS. In 1951, Sperry delivered the 
world’s first commercial computer. Today, we have the 
second largest base of installed mainframes in the world. 





IE, AN 
NETWORKS. Sperry built airline and bank networks as early OFFICE AUTOMATION. In the overcrowded battle for the 
as 1964. We can connect with small computers, big com- desktop, Sperry has already captured a significant share ot 
puters and even non-Sperry computers. the market for integrated office systems — more than most a 
"specialists". 





Mapper. Do you want to develop your own application? FINANCIAL STRENGTHS. Orders and shipments of Sperry 
This end-user language can turn you into a programmer in computers are at a record high. Over the last three years, 
no time. 250,000 people around the world use tt. our revenues grew by 50% and profits tripled. 


irst real alternative. 








INDUSTRY STANDARDS. A standard operating system like TECHNOLOGY. Sperry invests 12% of turnover in R&D - 
UNIX™ lets machines from competing suppliers work highest in the industry. One of last year's 463 projects was 
together. Sperry computers, from PC to mainframe, run to make a PC work with Chinese characters. 

UNIX. 





SALES AND SUPPORT. Sperry's products are sold and ser- INDUSTRY CENTRES. These 11 international centres create 
viced by 31,000 people in 50 countries. Last year, 51,000 special applications in areas like manufacturing, banking, 
users were educated at 36 Sperry Training Centres. airlines and artificial intelligence. 


ompanies don't do business, people do. 

Right now there is a group of Sperry persons waiting 

to hear from you. Just drop us a line or call, and we 
will send you information about our company and the 
products we sell. 

Our customers include Cathay Pacific Airways, Telecom- 
munications Authority of Singapore, Hong Kong Telephone 
Company, Standard Chartered Bank and Banque Indosuez. 

Whatever your computer problem is, our people are 
interested in listening to you. 

Sperry Ltd., 36/F Sun Hung Kai Centre, Harbour Road, 
Hong Kong. Telephone: (852) 5-749 311. 

Sperry (Pte) Ltd.. 07-01 The Octagon, 105 Cecil Street, 
singapore. Telephone: (65) 224 8333. 


Asia. Sperry is one of South-East Asia's largest computer Dg Se = ETA V/ 


suppliers with subsidiaries in Hong Kong and Singapore 
and distributors throughout the region. 





UNIX" is a trademark of AT&T Bell Laboratories. 


The Excelsior, Hong Ko 
The first — * 


in business sense. 


Hong Kong boasts 
almost as many fine 
hotels as it does camera 
shops. 


Why then, The Excelsior ? 


Because The Excelsior strikes 
a brilliant balance between luxury and 
efficiency. And charges for it realistically, 
so that if your visit is to make money 
rather than to spend it, The Excelsior is 
a sound business decision. 


You won t find an orchid or a chocolate on 
your pillow at The Excelsior. But, as a businessman 
you might sleep sounder, knowing there are stock market 
reports available, a 24-hour foreign exchange desk, inter- 
national direct dialling, and a business centre that’s a lot more 
than just a token gesture. 


And of course, you could scarcely dream of a better location 
than The Excelsior’s — centrally situated between the 
commercial and the entertainment districts. 


An associate of Mandarin Oriental Hotel Group 


Hong Kong: The Mandarin. Manila: The Mandarin. Jakarta: The Mandarin 
Vancouver: The Mandarin. San Francisco: The Mandarin (1986) 

Bangkok: The Oriental. Macau: The Oriental 

Singapore: The Oriental (1986). Kuala Lumpur: The Oriental (1986) 

Hong Kong: The Excelsior, an Associate of Mandarin Oriental 


For reservations, call The“Jeading“Hotels of théWorld or your travel agent 

























Very lonely indeed, if family and friends 
have been left behind. 

The United Nations High Commissioner 
for Refugees needs your help to give 
refugees a feeling of belonging. This 
advertisement isn't asking for your money 
Just for your compassion and understanding 
To help, please contact the UNHCR Office in 
your country or a voluntary agency which is 
concerned with refugees 
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UNHCR 


United Nations High Commissioner for Refugees 
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XO at its best 





Business Class of 2001. 





A: Cathay Pacific, we've always been slightly ahead of our time. 
We were the first airline in Asia to introduce a real Business Class, the popular E] 
Marco Polo Business Class. And, in keeping with our prime objective, helping all our passengers 
arrive in better shape, we've pioneered longhaul non-stop flying. For example between London 
and Hong Kong, Hong Kong and Frankfurt and the long Pacific haul to Vancouver. 
But not content to be the first with a Business Class, we're constantly improving it. And 
we're developing even more non-stop routes like Hong Kong to Rome which started this Spring. 
So when these businessmen of the future take to the skies, they know that now 
and in the year 2001, Cathay Pacific, Hong Kong's airline, will continue to help them 


arrive in better shape. 





Arrive in better shape——— 
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€ COMMENTATORS are busy assay- 
ing the results of the negotiations be- 
tween those confusing acronyms, 
CAAC and CAL (in words, China's and 
Taiwan's respective airlines) over the 
return of the latter's defected jet. China 
held all the cards and was thus able to be 
Confucianly avuncular in making con- 
cessions. The incident was historic in 
that it — the two sides together 
across a table after so many years, al- 
though I doubt it will have much impact 
on the two-Chinas question. The true 
significance of the event for me was that 
the two parties could, in the last resort, 
only meet in Hongkong and agree that 
the jet should be handed over in Hong- 
kong. 

I become depressed (I believe I may 
have mentioned this before) when peo- 
ple who should know better — bankers, 
traders, investors, diplomats, jour- 

alists — are simplistically optimistic 
— the future of China and/or that of 

ongkong, or equally simplistically 
pessimistic. But I become even more 
depressed when those who should know 
better confess themselves to be bored 
by the 1997 Hongkong question — and 
that applies to both believers in China’s 
future and the atheists. Particularly in- 
furiating are those who continue to im- 
pose on China their own, peculiar wish- 
fulfilments: governments or firms per- 
suade themselves that China will be 
foolish enough to buy billions of dollars 
worth of their own inefficiently pro- 
duced. goods or services, while 
ideologues insist on fitting a quarter of 
the population of the world into their 
own theories, or set of prejudices. 
€ AS a special FOCUS in this issue 
examines the Hongkong situation in 
some detail, l'd better add that what 
also enrages me is the unimaginative 
twit who fails to see that if Hongkong 

oes down the drain — for lack of 
Mos or of a Hongkong consensus, 

r of a commitment by London, or of 
sufficient understanding by Peking — 
then China's modernisation will suffer 
fatal damage. Let's spell it out for the 
myopic idiots once again: if Hongkong 
goes well and China goes well, that chal- 
lenge will necessitate a more massive re- 
think by the Kremlin than anything 
Nato seems capable of today or at any 
time in the future. If Hongkong should 
decline into Shanghai-like status, the 
chances of China's “open door" policies 
giving way to renewed factionalism and/ 
or extremism become much greater. 
€ BACK to China's CAL windfall into 
Canton airport: it was predictable that 
every drop of propaganda advantage 
would be milked from the incident. 
Last January an official Chinese 
newsagency published a review of the 
situation in the Taiwan Strait between 
the island and the mainland over the 
previous year. Datelined Fuzhou, the 
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capital of Fujian province, the item re- 
called that Taipei still occupies over 20 
fortified islands, including Quemoy 
(Kinmen) and Matsu (Mazhu), grouped 
in the river estuary opposite Xiamen 
(Amoy). The item continued; *Over 
the last year, the naval units of the PLA 
stationed in Fujian have been polite to 
the Taiwan naval vessels" sailing in the 
area. "As a result, both sides of the 
strait have lived in peace." 

The item added that, *in order to en- 
sure the supply of military goods and 
daily necessities to these islets, Taiwan's 
naval and cargo vessels passed through 
the above waters hundreds of times last 
year," and commented: “Although these 
vessels were within effective range of our 
artillery, the PLA units stationed in Fu- 
jian did not fire a single shell. The Tai- 
wan Strait is now peaceful and tranquil." 

I dare say the most effective form of 
politeness is not to open fire on people. 
€ POLITENESS is one of CAAC's 
watchwords, its “guideline” being, *En- 
sure flight safety first, improve service 
and strive for flight regularity.” I had a 
few words to say recently on the wide 
gap between CAAC's safety record 
claims and the tragic saga of its various 
crashes (1 May). The January issue of 
the airline's inflight magazine (from 
which these quotes are taken) again in- 
sists on its "Worldwide reputation for 
30-year's —— in safety.” The magazine 
is illustrated with pictures of crew mem- 
bers on duty, with such captions as 
“Stand fast at the post,” and “Flawless 
operation.” But the one I like best is a 
group of CAAC stewardesses, cap- 
tioned: 


Warm and intimate inflight service 
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€ CHINA isexperimenting with daylight 
saving, and the various announcements 
have caused a great deal of confusion. 
Neither CAAC nor the railways have 
adopted the scheme, so tickets are is- 
sued for flights for a certain time, and 
the plane actually takes off an hour ear- 
lier by the clock. The confusion was not 
exactly helped by the announcements in 
the press; take this recent Xinhua item 
from the China Daily: 


During the daylight savings 
period, the actual departure time of 
trains and flights can remain un- 
but their schedules 


changed, 
should be set one hour later. 
(Xinhua) 


€ FRENCH writer Lucien Bodard (au- 
thor of Monsieur le Consul and Le Fils 
du Consul) had an intriguing surprise 
recently when he passed through Hong- 
kong after a return trip to China sHe dis- 
covered that his father was the French 








consul in Chengdu who issued the visa 
for Deng Xiaoping to go to study in 
France in 1920. 

Bodard was born in China and has 
written captivatingly about his child- 
hood in Sichuan province, as well as sev- 
eral novels. He was flabbergasted when 
Patrick Sabatier, Far East correspon- 
dent of the Paris Liberation told him 
about his father's role in the shaping of 
Chinese history. 

Deng stayed four years in France, 
mostly working at a rubber factory in 
the small town of Montargis, south of 
Paris. He joined the fledgeling Chinese 
Communist Party and returned to 


China by way of Moscow, before . 


launching his career as a military 
commissar and revolutionary. 

The strongman of modern China was 
born near Chongqing (Chungking) and 
went to France onehe so-called work- 
study programme organised by Chinese 
philanthropists. 
€ WHILE travelling this month on the 
Karakoram Highway between China 
and Kashmir in Pakistan, veteran Pe- 
king correspondent Jim Pringle stopped 
— dusty, sweaty and panting for breath 
at the 12,000-ft altitude — in Tashkur- 
ghan, a Tadjik Chinese town near 
Wakhan Corridor. Filled with pride, a 
Tadjik attendant at the Pamir Guest 
House proudly showed him the recently 
installed, gleaming new bathroom at- 
tached to his room. The thought of a hot 
bath was heaven, but she slammed the 
bathroom door shut and firmly locked 
it; the mirage disappeared. The plumb- 
ing, she said, had not been connected. 
She despatched Pringle 70 yards away 
across a vast courtyard where there was 
a cold water tap and a two-plank, primi- 
tive squat toilet, after handing him a bar 
of soap: 
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— the perils of pinying! But there are 
perils in English too. Take this headline 
on a Xinhua story in a recent edition of 
the China Daily: 


Horizontal 
co-operation 
on the rise 


— in fact the item was about economic 
and technical agreements between Chi- 
nese enterprises. 
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March towards reform 


The military seeks change without provoking Marcos holdovers 


By Guy Sacerdoti in Manila 


H aving spearheaded the rebellion 
that toppled the 20-year-old gov- 
ernment of former president Ferdinand 
Marcos, the Armed Forces of the 
Philippines (AFP) remains a key factor 
in whether President Corazon Aquino's 
government is ultimately successful in 
reforming the government and the mili- 
tary itself. 

Nearly three months after Aquino 
came to power, the continued resolve of 
the government in its reform efforts will 
depend in part on the military's own abi- 
lity to set an example on the road to re- 
form. If the military fails in its efforts, 
the government's job will be made that 
much more difficult and a return to the 
political chaos of the Marcos era could 
well be the result. 

Although the Aquino government 
and the AFP have already had their dif- 
ferences on some political issues, the 
miiitary leadership has remained stead- 
fast in its adherence to the concept of 
the supremacy of civilian rule. Senior 
Officers admit to a certain "frustration" 
with what they view as the slow pace of 
bureaucratic reform and the resultant 
inability of the government to function 
efficiently. But they concede that the 
government has been receptive to its ad- 
vice and is aware of its own organisa- 
tional problems. 

Under Marcos, the AFP was accused 
of corruption, human-rights violations 
and incompetence in dealing with the 
communist insurgency. Also, the Mar- 
cos government's alleged misallocation 
of the AFP's resources meant that the 
military's logistics, communications and 
mobility suffered. The armed forces had 


40 


become a Manila-centred army whose 
primary mission was the preservation of 
Marcos' rule. 

Thus far, and in comparison with the 
government, the military must be given 
good marks for its reform efforts, 
though it is far too early to judge its ef- 
fectiveness either in its counter-in- 
surgency campaign or in its attempts to 
professionalise its soldiers. 

For example, while the Aquino ad- 
ministration has come under fire — 
especially in the provinces — for the 
wholesale removal of locally elected 
pro-Marcos officials in favour of politi- 
cally appointed “officers in charge" 
(OICs), the military has worked hard to 
bring its Marcos loyalists into the new 
military fold. 

And while the civilian leadership 
continues to wrestle with administrative 
procedures in the allocation of its li- 
mited resources, the AFP has moved 
quickly to redistribute to the country's 
local commands much of the hardware 
that had been concentrated in Manila 
under Marcos. 

While government ministers, who 
represent a wide range of political 
groups and ideologies, continue to find 
working in harmony difficult, the AFP 
leadership has been visiting local com- 
mands throughout the country, preach- 
ing to its officers that security can only 
be achieved if local civilian officials can 
be prodded to support military and civi- 
lian policy objectives. 


Shadow of the past: page 42 


And, finally, while the government 
continues its efforts to consolidate con- 
trol over the bureaucracy, the AFP is 
about to initiate command-structure re- 
forms that will streamline the often 
overlapping levels of command respon- 
sibility. 

The AFP's structural reforms will 
likely be easier to implement than those 
of the government. The government's 


| bureaucratic overhaul of all its minis- 


tries is complicated by the new leader- 
ship itself — made up almost entirely of 
new faces committed to dismantling the 
“top-down” structure that was so 
characteristic of Marcos’ style. 
However, the military continues to 
be led by two well-known former Mar- 
cos associates — Defence Minister Juan 
Ponce Enrile and AFP chief of staff 
Gen. Fidel Ramos — who bolted to 
Aquino's side only at the last minute, 
when they finally became fed up with 
Marcos’ attempts to use the AFP to as- 
sure his continued rule after a presiden- 
tial election that was marked by fraud 
and violence. 
Also, by definition, the military ope- 
rates a “top-down” command system. 
So while the civilian leadership must 
create a new system of government al- 
most from scratch, the military must 
only reform a system already in place. 
In addition, while the Aquino gov- 
ernment came to power without any de- 
tailed plan for reform in government, 
this was not the case in the military. 
Ramos had already served as acting 
armed forces chief of staff between 
November 1984 and December 1985 
when his predecessor, Gen. Fabian 
Ver, was on trial for his alleged role in 
the assassination of opposition leader 
Benigno Aquino, President Aquino’s 
husband. During that time, Ramos de- 
veloped a full programme of reforms, 
though he was unable to implement it 
while Marcos retained complete control 
of the military. 
Still, military reform must proceed 
cautiously because of two importan 
factors. First, Ramos must take into ac- 
count that many officers and men who 
rose to prominence because of their loy- 
alty to Marcos, rather than through pro- 
fessional competence, remain under 
various commands in the country. 


















TS AFP leadership is being careful 
not to isolate these people to avoid 
any reaction from them that could disrupt 
reform — including the possibility that 
they might take up arms against the new 
government. Ramos told the REVIEW 
that the AFP remains very much in à 
period of consolidation. 

By the end of the rebellion, 90% of 
the AFP supported the Ramos/Enrile- 
led rebels, but reports of pro-Marcos 
splinter groups surfacing within the 
military — particularly in the northern 
Luzon's Ilocos region, Marcos’ home 
province, and on the southern island of 
Mindanao — continue. Ramos says 
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there is little truth to these reports, but 
Stresses that it remains crucial to the 
maintenance of troop morale that the 
AFP follow through with its policy of 
“reconciliation” with Marcos loyalists. 

Deputy Defence Minister Rafael 
Ileto, a retired general and former army 
chief of staff who played a crucial role in 
mediating between the opposing forces 
of Ramos and Ver during the rebellion, 
Said in an interview that only about 300 
soldiers — mostly from Marcos’ Presi- 
dential Security Command — have yet 
to report back to their units following 
the revolt. The military's policy has 
been to give the holdouts an automatic 
90-day furlough before considering 
them absent without leave. 

Most of the soldiers who supported 
Marcos during the rebellion have re- 
ported back to their units and have been 
reassigned to provincial units. This has 
caused some disenchantment, because 
of the comfortable lifestyle they previ- 
ously led in Manila. Ramos says that 

oldiers from the six battalions of the 
6 Security Command and 

ome others may not last in the AFP but 
that "the general policy is to send them 
back to their respective regions . . ." 

The second factor which Ramos 
must consider when implementing re- 
form is the Reform the AFP Movement 
(RAM), which surfaced in March 1985 
and became a base of support for the re- 












bels during the revolt. RAM's young of- 
ficers are impatient with what they view 
as the slow pace of reform, with some 
calling it *a load of bullshit." They sup- 
port seeking retribution from some 
former commanders, who they feel vio- 
lated the military's code of ethics. Both 
Enrile and Ramos, who protected the 
RAM officers during Marcos' last year 
in office, now find themselves having to 
restrain their zeal. 


The best beachfront developme 


Of the military reforms undertaken 
since the new government took control, 
the most meaningful in the eyes of the 
RAM officers has been Aquino’s 
wholesale retirement of the “overstay- 
ing” generals — those senior officers 
reaching retirement age whose terms of 
service were repeatedly extended by 
Marcos. Marcos had said that these gen- 
erals, numbering more than 30, were 
needed to maintain continuity and that 
their expertise was irreplaceable until 
others had been properly trained to take 
over. In fact, most were retained to en- 
sure their units’ loyalty to Marcos. 


Oi: of Aquino’s first acts was to cut 
the number of generals from more 
than 80 to 55. Those whose extensions 
of service remain include Ramos and 
the major service commanders. But 
even these generals do not expect to re- 
main in command beyond a reasonable 
transition period. 

Air force comgnander Maj.-Gen. 
Ramon Farolan, for example, says he 
will probably retire within six months. 
“No one is indispensable,” he told the 
REVIEW, adding: “Anyone who is 
picked [to succeed him] will grow into 
the job. After all, we have all been pre- 
paring to command since we were sec- 
ond lieutenants.” 

Farolan, as well as other command- 
ers, feel younger officers should be cho- 
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opportunity tn Fijt. 


When Str Hugh Ragg had the idea to develop 
the first resort in Fiji in 1950, he searched for the 
perfect site, and found tt at Korolevu beach. 


There he built a resort that was second to none. 


The Property, which ts now to be sold for 
re-development, has a unique combination of 


advantages: 
69 acre beachfront site 


Over 80% freehold land - a rare commodity in Fiji 
Wide 570 metre sandy beach frontage with ‘living 


coral reef 


Own lagoon suitable for all watersports 


Fürs principal industry, tourism, ts 
experiencing an 11% p.a. growth rate and there 
is currently a shortage of five star accommodation. 
The Fiji Government keenly supports major tourism 
development with attractive incentive schemes. 


Tenders close 4pm Friday 25 July 1986. 


For tender details and a full report contact 
Nick Carter or David Dunworth. 


Telex AA42053 


308 Elizabeth Street Brisbane 
Queensland 4000. Australia. 


Deep water access for large and small boats 


The best micro climate in Fiji 


Frontage to sealed highway equidistant between the 
capital Suva and the International Airport at Nadi. 
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sen as service commanders for fixed 
periods of two to three years so they can 
establish and pursue definite policies 
without having to worry about yearly 
extensions. 

Another important reform has been 
the overhaul of the command structure 
down to battalion level. Many battalion 
and brigade commanders have already 
been replaced by younger graduates of 
the Philippine Military Academy. And 
though most are still in the process of 


orienting themselves to their specific | 


localities, all have earned their com- 
mands through competence rather than 
political loyalty. 

In communist-influenced areas of 
Cagayan province in northern Luzon, 
many commanders remain unaccus- 
tomed to their new posts, but have had 
special training in counter-insurgency 
operations and are devising program- 
mes — most with civilian components 
— to stress the role of the military as 
“protector of the people instead of pro- 
tector of the palace," as one young com- 
mander put it. 

The programmes, called "integrated 
town-security and defence plans," are 
to be set up in all villages, towns and 
cities and on the provincial level, will 
seek the help of local officials, priests 
and businessmen in organising what 
Ramos calls an *early warning system" 
against infiltration by communists. The 
plans, which are to be implemented 
with the cooperation of the new local 
government OICs, call for civilian intel- 


Shadow of 
the past 


Replacing officials and probing 
the army prove unpopular 


n its zeal to transform the Philippine 

system, the Aquino govern- 

ment has already come into conflict with 

the AFP on three specific issues which 

could both affect attempts at military re- 
form and boosting army morale. 

None of the issues are likely to lose 
Aquino basic support from the military, 
at t not yet, but they illustrate both 
the continuing need for consolidation of 

wer by the administration and the 
road s m of political ideology 
. which could undermine those attempts. 

First and most serious from the mili- 
tary's point of view in its attempts to 
J. combat insurgency is the government's 

tment of “officers in charge" 
(OIC) to replace numerous local offi- 
cials elected under Marcos’ Kiluang 
Bagong Lipunan party banner. In re- 
cent provincial briefings by local com- 
manders, virtually all report political in- 
stability resulting from anger at the re- 
placement of locally elected officials. 

Commanders say there remains very 
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ligence on new pope moving into vil- 
lages, towns and cities, public-informa- 
tion campaigns and the identification of 
civilians who can be called on to support 
the military with private vehicles and 
licensed firearms. 

Ramos said while the communists 
argue that the military's counter-in- 
surgency operation is an "anti-people 
machine," the military's policy should 
be to stress to local officials that the in- 
surgency is primarily à civilian, not à 
military problem. 


Rz constantly emphasises on | 


visits to regional commands that the 
military is only one finger of a hand 
which includes the government, church, 
businesses and farmers. Most local offi- 
cials, he says, want to leave security en- 
tirely to the military. Where there is no 
local civilian programme in place de- 
signed to help curb progress of insur- 
gents, Ramos tells his commanders to 
be “gentle advisers” to local govern- 
ments in setting up the integrated plans. 
The AFP has been hampered in its 
efforts by a lack of equipment. Ramos is 
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real support from local populations for 
the replaced officials, and the wholesale 
changes have caused uncertainty among 
local people as to what kind of govern- 
ment Aquino plans to run. The govern- 
ment’s view is that it is important for the 
new administration to have local offi- 
cials it can trust in carrying out its 
policies. 

But local commanders, and the AFP 
leadership as well, say bluntly that the 
elected incumbents better understand 
local needs than their replacements. It is 
traditional that local leaders will change 
political affiliation when a new govern- 
ment comes to power, they say, and the 
government's moves merely offended 
people otherwise willing to lend sup- 
port. It makes it more difficult for 
the military to. work with leaders of 
questionable legitimacy and support 
when dealing with the issue of com- 


solving this problem by redeploying 
equipment — mostly communications 
gear and trucks previously concentrated 
in Manila — to local commands. He is 
also sending more armoured personnel 
carriers and tanks, along with additional 
105 mm howitzers, to areas where 
insurgents are most active. 

Another major obstacle the AFP 
faces in streamlining its counter-in- 


| surgency effort is found in the command 


structure itself. Marcos and Ver. or- 
ganised the Regional Unified Com- 
mand (RUC) system in 1983, which was 
aimed at sapping Ramos' command 
strength and maintaining loyalty to the 
palace among regional commanders. 

The Philippine Constabulary, com- 
prising police and paramilitary forces — 
which Ramos commanded in theory 
under Marcos — special task forces, the 
army and supporting units all came 
under 13 RUGS. Under the system, divi- 
sion commanders often had brigades 
and even battalions split up covering 
various insurgent areas — a situatio 
that resulted in overlapping responsibil 
ity and wasted resources. 

Ramos plans gradually to 
dismantle the RUC system, his 
advisers say, returning to the 
previous concept of larger area 
commands. The exact break- 
down of the commands is still 
being worked out, but the idea 
is to rely on five existing army 
divisions of three infantry 
brigades each and to attach 


bating insurgency, they say. 
The Aquino government, 
aware of the problems it 
caused, has now slowed down 
the appointments, and plans to 
remove some OICs already ap- 
pointed to reach a “more equit- 
able" political balance, ac- 
cording to government offi- 
cials. 
The other two contentio 
issues involve alleged misde 
by military personnel under the 
Marcos regime. The government, in 
its promise to attack corruption and 
end human-rights violations, placed 
the military under the scrutiny of 
the Presidential Commission on Good 
Government (PCGG) which is inves- 
tigating alleged graft. At the same 
time, the Commission on Human 
Rights plans to investigate allegations 
against officers and soldiers for alleged 
abuses, 


oth issues have raised the ire of En- 
rile, who feels investigating the past 
is bad for reconciliation and, in the case 
of human-rights violations, is bad for 
morale and makes troops too cautious 
to carry out an effective anti-insurgency 


campaign. ' 
A: mise was worked out on 
graft and. corruption, with the military 
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one of three marine brigades and air 
force support to the divisions when 
needed. 

Ramos believes that the scheme will 
increase the military’s mobility and effi- 
ciency, allowing for better use of the 
military's budget and bolstering the 
AFP's capability to deal with the highly 
fluid guerilla tactics of the communist 
New People's Army (NPA). Ramos 
also wants more frequent rotation of 
troops, as some units have been operat- 
ing in isolated areas for up to seven 
years. 

Military commanders  emphasise 
that reforms of this magnitude will take 
some time to institutionalise and that, as 
in the past, the NPA will adapt its own 
tactics to try to counter the moves. But 
in only 10 weeks, Ramos has taken 
some important steps towards getting 
things moving. He flies frequently to re- 
gional command posts and to many 
more isolated battalion commands to 
bring his reformist message to his new 
mommanders and their men. 

Whether his concept of a new AFP 
will work is an open question, with its 
success depending largely on how long 
the Aquino government's honeymoon 
lasts and Ramos' own ability to use the 
February rebellion to keep morale high. 
Political factors also will be crucial, par- 
ticularly local acceptance of OICs and 
the government's zeal to include the 
military as a target in its attack on cor- 
ruption and to investigate allegations of 
human-rights abuses by the military. gg 






setting up its own anti-graft and corrup- 
tion committee to investigate charges 
against officers. After three meetings 
between Defence Ministry officials and 
the PCGG, the military committee was 
agreed upon, to be headed by retired 
eneral Jesus Vargas, the respected 
ormer chief of staff and secretary of de- 
fence during the mid-1950s. 
The human-rights issue is more dif- 
e with Enrile saying publicly he will 
rsonally act as legal counsellor for any 


CHINA 


Back in the saddle 


Deng's reformers turn corruption debate against critics 


By Robert Delfs in Peking 


hinese Communist Party pronounce- 

ments and speeches in recent weeks 
have increasingly subordinated the 
problem of economic crime to a broader 
analysis of party problems including 
bureaucratism and the prevalence of 
patriarchal, familial and personal re- 
lationships in the party. 

Most recently, there has been re- 
newed attention to "socialist demo- 
cracy" and the failure of party cadres 
and units to accept criticism and super- 
vision from the masses. 

The reformist leadership under 
Deng Xiaoping seeks to turn the tide of 
political debate in China against its cri- 
tics in the crucial run-up to the 13th 
party congress in 1987. That congress 
will elect a new central committee which 
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Hu; Chen Yun: pre-empting corruption issue. 


soldier accused. He is emphatic that if | will dominate policy decisions for the 


the government is willing to grant com- 
munist insurgents amnesty if they lay 
down their arms, it should also grant 
amnesty to soldiers accused of viola- 
tions in the performance of their duty. 

Aquino says military amnesty should 
be available, but on a case-by-case 
basis, while in seeking a ceasefire with 
the insurgents, a general amnesty 
should be offered. 

Despite the human-rights commis- 
sion’s emphasis that it is only an inves- 
tigating body and not a prosecutor, mili- 
tary commanders are still hostile. One 
senior commander complained that in- 
vestigations would make troops too pru- 
dent. *How can you attend to human 
rights violations when faced with strong 
insurgent activity? Will the insurgents 
come up before the commission too?" 
he asked. — Guy Sacerdoti 
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following five vears. 

The reformists have been on the de- 
fensive since the extraordinary national 
party conference last September, at 
which party elder Chen Yun criticised 
prevalent corruption, falling grain pro- 
duction, rural industries and lack of at- 
tention to ideological and political 
work. Student demonstrations last year 
also revealed public dissatisfaction over 
food price increases and Japanese im- 
ports. 

The focus of political attention on 
corruption and economic crime had a 
chilling effect on reformists in middle- 
and lower-level leadership positions, 
while encouraging élements within the 
party whose careers are threatened by 
the new policies, or who object to the 
reforms on principle. The situation has 
been described in the Chinese press as 


"reformers falling, or being shot off 
their horses." There has been resistance 
to the new factory director responsibil- 
ity system and attempts to roll back re- 
forms in Chongqing, a key city for ex- 
perimental economic — since the 
late 1970s (REVIEW, 22 May). 

Most recently, however, there are 
signs that the reformists have weathered 
the storm regarding corruption and 
other difficulties associated with the 
over-heated economy of late 1984 and 
1985. The reformist leadership moved 
quickly to pre-empt the corruption 
issue, mounting a campaign controlled 
from outside of the formal party discip- 
linary organs. 

The formation of a high-level task 
force at the party "meeting of 8,000" in 
January (REVIEW, 23 and 30 
Jan.) put control of the cam- 
paign, focused on central organs 
and in Peking municipality, in 
the hands of reformist leaders 
including political bureau mem- 
bers Qiao Shi (now a vice-pre- 
mier), Hu Qili, and central com- 
mittee members Wang Zhaoguo 
and Qiang Xiaochu. 

Such issues would normally 
be handled by the central dis- 
cipline inspection commission, 
headed by Chen Yun, who appa- 
rently did attend the January 
pony meeting, and whose name 

as only rarely appeared in the 
official press in recent months. 

The scope of the campaign 
has been carefully contained and 
channelled away from substan- 
tive criticism of reform policies, 
focusing on a relatively small 
number of unambiguous cases. 
"The people do not want to see a politi- 
cal movement," Hu told an Australian 
reporter in April. “A movement, like a 
storm which damages many houses, may 
create new unjust charges and verdicts 
which would have to be reversed at a 
later time." 

These phenomena are merely a 
"transient, non-essential aspect rather 
than the mainstream of the present situ- 
ation," an unsigned piece in the party 
journal Red Flag argued on 1 April, 
"which can be completely solved 
through further in-depth development 
of the reforms." 

Party leaders, in particular Hu, who 
has taken a high profile as party spokes- 
man in recent months, have also stress- 
ed that reform is a complicated and ar- 
duous task which cannot be expected to 

roceed without contradictions or prob- 
ems. “Reform will inevitably lead to a 
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readjustment of the powers and in- 
terests of various social strata," Hu told 
EN» members attending the National 

eople's Congress on 23 March, “and 
will affect the relationship between var- 
ious interests." 

From the beginning, the new group 
defined its work broadly in terms of 
party rectification rather than simply 
corruption and economic crime. This is 
making it easier now to shift the terms of 
political discourse towards issues on 
which their critics and elements in the 
bureaucracy most hostile or resistant to 
reform are most vulnerable. Recently, 
the theme of “socialist democracy" and 
criticisms of feudal tendencies in the 
party have been revived. 

In a front-page editorial on 8 May, 


. the People's Daily commentator called 


NORTH KOREA 


m TIL i 


for stepping up the “masses’ democratic 
supervision of cadres,” arguing that 
malpractices such as “abusing power for 
private purposes, bureaucratism and 
other chronic ailments, in the final 
analysis can only be solved through poli- 
tical democratisation." However, build- 
ing socialist democracy is difficult, the 
editorial said, due to the “pernicious in- 
fluence of a thousand years of feudalism 
and the rampant spread of feudal fas- 
cism during the 10 years of chaos." 


he phrase "mass supervision of 

cadres" is shorthand for a variety of 
measures that have been proposed and 
to a limited extent implemented since 
1978 to create mechanisms for checking 
abuses of power by the party, including 
limited use of elections, expanded judi- 


Lights, camera, action . . . 


By Nayan Chanda in Washington 


South Korean actress and a film di- 
rector who had mysteriously disap- 
coim while on separate trips to Hong- 
ong in 1978 surfaced on 14 May in the 
US and told a bizarre story of kidnap- 
ping for art's sake. While many ques- 
tions remain about the account of their 
lives after their alleged abduction by 
North Korean agents, they nevertheless 
seem to have given the US Government 
a rare insight into North Korea's mys- 
tery-shrouded leadership and caused 
some embarrassment in Pyongyang. 

Since 13 March, when the pair 
evaded their North Korean escorts dur- 
ing a taxi ride in Vienna and showed up 
at the US Embassy there, Pyongyang 
has accused them only of absconding 
with US$2.3 million, refraining from ac- 
cusing South Korean or US intelligence 
agencies of any plot. This uncharacteris- 
tically measured response to the couple's 
flight is being interpreted as an at- 
tempt to limit the embarrassment the af- 
fat, may have caused Kim Jong Il, son 
and heir-apparent of North Korean Pre- 
sident Kim Il Sung. 

Film director Shin Sang Ok and ac- 
tress Choe Un Hui claimed in a press con- 
ference that Kim Jong Il personally or- 
dered their abduction and, after being 
assured of their loyalty, became their 
patron — providing them with a luxuri- 
ous lifestyle, large sums of money and 
opportunities for foreign travel. 

This alleged close association with 
the younger Kim has made the pair a po- 
tentially precious acquisition for the US 
intelligence community, whose knowl- 
edge of North Korea's leadership is 
sketchy. However, whatever Shin and 
Choe may have told their CIA debrief- 
ers, their portrayal of Kim at the press 
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| Two Korean film figures say Kim Jong Il kidnapped them 


conference offered few surprises, 
though the pair's account tends to con- 
firm North Korean claims that the 
younger Kim, “the lodestar of revolu- 
tion," does get involved personally in 
the minutest policy decisions. 

Shin said Kim wields much more 
power than his ailing father and is a 
"micro-manager" of all decisions taken 
by the North. Shin said Kim even admit- 
ted to the director that he had planned 
the kidnappings in order to improve the 
North's film industry. 

Choe told the press that after she was 
kidnapped from Repulse Bay in Hong- 
kong in January 1978, she was taken to 
the North Korean port of Nampo 
aboard a freighter. Waiting to receive 
her was Kim Jong ll himself, she 
claimed, who gave her one of his former 
houses in which to live. In July of the 
same year, according to the couple's 
story, Shin too was abducted in Hong- 
kong, drugged, put in a sack and taken 
to Nampo. (In Hongkong, police con- 
firmed only that Choe was classified as a 
missing person, but they have no records 
on Shin.) ! 

The couple said that Kim later apo- 
logised to them for the "difficulties" they 
had undergone. 

Among the difficulties — in addition 
to the kidnappings — were imprison- 
ment for Shin and house arrest for 
Choe, with political-indoctrination ses- 
sions for Choe when she initially refused 
to cooperate with Kim's film-industry 
improvement plans. 

Shin, who said’ he was held sepa- 
rately from Choe and was at first ùn- 
aware of the actress' presence in Pyong- 
yang, 'elàimed ‘that after two failed at- 
tempts to escape, he was taken to 


cial independence and greater freedom 
for the press to undertake investigative 
reporting, an approach opposed by con- 
servatives who insist that the party and 
its members be subject only to internal 
discipine. 

A larger-scale critique of feudal ten- 
dencies in the party appeared in the 
People's Daily on 18 April. “Some lead- 
ers regard the departments or units en- 
trusted to them by the party as indepen- 
dent kingdoms . . . and have turned the 
relationship between the leader and the 
led into one of feudal personal attach- 
ment," Shaanxi provincial party com- 
mittee secretary Bai Jinian wrote. 
"They try by every possible means to 
promote and put in important positions 
their relatives, friends, acquaintances, 
fellow villagers and former subjects . . . 


Kim Jong ll: few surprises. 





"Prison No. 6." He said he spent four 
years there, along with 2,000 other 
political prisoners, on a starvation diet 
before being released on 6 March 1983 

for a banquet at Pyongyang's comqi 
munist party headquarters. 


A the banquet, said to have been host- 
ed by Kim, Shin said he met Choe 
for the first time. In that meeting, he 
said, he agreed to Kim's offer of becom- 
ing his special adviser on motion pic- 
tures, and Choe said she agreed to act in 
North Korean movies. Since then, Shin 
said, he had directed seven films, meet- 
ing Kim more than 10 times. Shin 
claimed he was provided with luxurious 
living quarters and extended the rare 
privilege of watching foreign TV broad- 
casts, received by satellite. Kim even 
gave the couple US$3 million a year for 
movie production and personal use, the 
pair said. 

The couple said Kim's generosity 
stemmed from the young leader's in- 
tense interest in films. Shin said Kim has 
“a loveiaffair with motion pictures" and 
knows a lot about film-making. Kim, 


29 MAY 1986 e FAR EASTERN ECONOMIC REVIEW 


similar to the system of the feudal 
families of power and infleunce in an- 
cient China.” 

Locating the origins of par- 
ticularism, nepotism and patriarchal re- 
lations in China’s traditional political 
culture, in effect absolves both reform- 
ers and the communist system itself, 
while further shifting the focus on the 
problem to the economic sphere of cor- 
ruption and reform. 


he originator of the “feudal fascism” 

analysis is Wang Xizhe, one of the 
three members of the “Li Yizhe” group 
who mounted a poster campaign in Can- 
ton in 1973-74. Under state feudalism, 
Wang argued, China had been redi- 
vided into fiefs in which powerful lords 
in control of state power extracted 





Shin said, has a collection of 20,000 
foreign films. The couple claimed that 
Kim, in a bid to put North Korea on the 
world film map, not only kidnapped the 
pair but has undertaken the construc- 
ion of a film studio in Pyongyang, com- 
plete with the most modern equipment. 
Shin described Kim as “very bright” 
and hard-working but lacking in human- 
ity and any sense of guilt about his mis- 
deeds. He argued that because North 
Korean leaders are “people without 
common sense,” there is a danger of 
rash action by Pyongyang, such as a pos- 
sible attack on the South. At the time of 
the Rangoon bombing in October 1983, 
which resulted in the deaths of many 
key South Korean Government officials 
who were visiting Burma, the couple 
were in Pyongyang and they said they 
were told by the North Koreans that 
they had masterminded the incident. 
Shin told newsmen that he heard 
there were six or seven other prisons 
like the one near Pyongyang where he 
spent four years. Most of the 2,000 in- 
mates in his prison were made to work 
in mines. Only 60 prisoners With whom 
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wealth from modern serfs tied to the 
land or assigned to labour for life, a sys- 
tem defined by personalistic relations of 
patron and client, lord and vassal. 

The Li Yizhe group apparently had 
considerable support from Zhao 
Ziyang, then Gaungdong provincial 
party secretary, and Guangdong mili- 
tary region commander Xu Shiyou, who 
arranged for their work to be circulated 
in party documents. When the group 
came under attack from Jiang Qing, Li 
Xiannian and others in 1975, they were 
allowed to defend themselves in public 
meetings. Imprisoned as counter-rev- 
olutionaries in 1977, the Li Yizhe 

roup were rehabilitated in 1979. 
ang, who continued to publish critical 
pe in unofficial magazines and the 
ongkong press, was re-arrested in 


he shared the room did not have 
to engage in hard labour. How- 
ever, the food consisted of a 
bowl of rice and corn with grass 
and salt. He was told that any- 
body caught criticising Kim Il 
Sung or the Korean Workers 
Party was sentenced to 20 years 
in jail without trial. 

However, Choe said that 
thanks to massive propaganda ef- 
forts it was hard to find people 
critical of Kim. She said that per- 
haps people over 40 do not be- 
lieve all that they are told about 
Kim's god-like abilities but most 
of the younger population be- 
lieve the official propaganda. 

US officials are not revealing 
what more they might have learn- 
ed from the pair in their month- 
long debriefing, but a source 
sounded a note of caution about 
what they have said publicly. 
“What Shin and Choe have said about 
Kim Jong Il may be what they sincerely 
believe, but it may not necessarily be 
true," he said. Kim's name haslong been 
associated with the arts in North Korea 
and one of the first achievements cre- 
dited to Kim by the official media 
there was his effort to reinvigorate the 
film industry; “From there the conclu- 
sion that he is sort of a film buff is 
a short jump," the source said. 


fter having won Kim's confidence 

and appreciation by making several 
"prize-winning" films, Shin and Choe 
said they were allowed to travel to- 
gether to Eastern Europe and even to 
open a US$2.3 million account with 
Bank of America in Vienna in Shin's 
name to defray expenses of film-making 
and the opening of a film-distribution 
agency. 

While on a trip to Budapest to dis- 
cuss a joint venture with a Hungarian 
studio to produce a film on Genghis 
Khan, the couple said they stopped in 
Vienna in March, ostensibly to explore 
the- possibility of, exporting North Ko- 


April 1981, and sentenced to 14 years 


imprisonment for. counter-revolution- 
ary activity. Y 

If the recent revival of "socialist 
democracy" in the party press proceeds 
beyond mere rhetoric, it will mean that 
the leadership is confident that criticism 
from outside the party would primarily 
be directed at those seen as obstacles to 
reform. Preliminary figures show that 
China's over-heated economy has fi- 
nally begun to cool and no further price 
reforms significantly affecting public 
purchasing power are contemplated this 
year, thus relieving the most important 
source of popular anxiety. Corruption 
was the reformists' most vulnerable suit 
— and as the play turns to abuse of 
power by the party, Deng's team may be 
able to play a trump. o 


rean films. There, they said, they ~ 


eluded their North Korean escorts by 
claiming they had to make an appoint- 
ment with a Japd@ese journalist and 
they fled to the US Embassy. The day 
before their escape, Shin said he went to 
Citibank and changed his signature so 
that the North Koreans could not gain 
access to the couple's account. 

Shin said he has no intention of re- 
turning the money or of living in the 
South again. He told the press confer- 
ence that he regards the money as 
barely adequate compensation for *my 
suffering — eight years of incarceration 
without freedom during the best years 
of our lives." Shin and Choe have both 
applied to live in the US where they 
want to begin new film careers. 

Shin said: “In his lifetime, an artist 
may produce only one or two master- 
pieces and that is still my hope for the 
future." He also explained that the US 
is much safer than South Korea, where 
the North has agents stationed and 
where his life would be endangered. 
The US Government is most likely to 
grant the pair's wish and in any case, the 
State Department has said they can stay 
in the Us indefinitely. 

While Shin's future seems secure, 
doubt still hangs over the story of his 
abduction at a time when he was having 
difficulty with the former Park Chung 
Hee regime and was denied a licence to 
make films. It is also a mystery as to why 
the two were kept separated for five 
years and why Kim would trust Shin to 
the extent of giving him a fat foreign 
bank account. 

"We may not have heard the end of it 
yet," acknowledged an official, refer- 
ring to some of the unexplained ques- 
tions. Whatever the truth of the matter, 
the possibility that high-level North Ko- 
rean officials may have been involved in 
the affair was suggested by North 
Korea's low-key, reaction to the inci- 
dent. In a rather conciliatory tone, 
Pyongyang said it did not care where the 


air lived or to whom they defected as | 


ong as Shin returned the money. 
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The crumbling culture of 
Taiwan’s aborigines 
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By Cari Goldstein in Taipei 

T: most people in Taiwan, and many 
visitors to the island as well, 

Taiwan's aborigines are mostly visible 

as a tourist attraction. The standard 

three-day package tour for foreigners is 


non-Chinese with either envy or con- 
tempt, depending on the balance of 
power in the relationship. Aborigines 
say they often hear the Taiwanese term 
huana (barbarian) flung at them. 


| 


Statistics are —— lacking 
when it comes to tracking the extent of 
the problem, itself an indication of the 
dim official recognition of its serious- 
ness. Income levels among aborigines 
are thought to equal about half the 
wider population’s norm, and un- 
employment is far higher. Church work- 
ers and others say that life expectancy 
for aborigines is substantially lower. 
Aboriginal culture has crumbled 
under the impact of modernisation, 
with traditional social bonds weakening 


| Self-help via 


sure to include a visit to an “authentic” mme 


— 


aboriginal village, complete with sing- 
ing and dancing natives, in Wulai, near 
Taipei, or Hualien on the east coast. 
The shabbier side of the tourist picture 
is seen by patrons — especially Japan- 
ese men on sex tours — of the hundreds 
of brothels and nightclubs where 
thousands of young aboriginal women 
have been drawn toby the paucity of op- 
portunities in their mountain villages 
and the glittering attractions of big-city 
life. 

Taiwan is called an economic miracle 
in some quarters, and certainly the 
rapid improvements in living standards 
achieved during the past 25 years are 
impressive. But the island’s 310,000 
aborigines — less than 2% of the total 
population — have lagged far behind 
their ethnic Chinese countrymen. Gov- 
ernment programmes aimed at closing 
the gap, which include school tuition as- | 
sistance, preferential admission to uni- | 
versities and tax exemptions, do not 
seem to have achieved much success. 

Aborigines face active and passive 
discrimination by many ethnic Chinese, 
who often regard them as fit only for un- 
skilled labour. More subtly, the Chinese 
have a strong tendency to look upon 








Pe ij quiet of the evening in the mountain village was 
= E broken 


the ve —— — a 
|. sound voices. or so people milled about 
|. im front — ipioak.. arit oa ists: an old 


man and a younger man, father and son. V slurred by 
-~ alcohol reached a higher pitch, and with a sudden, violent 

lureh the young man pushed his father head over heels down 
the two steps and into the street. 

—  Unhurt, blessed by the rubbery flexibility that drunken- 

. mess sometimes brings, the older man weaved back undeter- 
red onto the porch. The other family members, wives, 


v, as well as neighbours, jumped into the 

-.. fray, scolding both men in Mandarin. 
A v s a lay worker named Catherine Tseng 
from the C church in Wushe, located in 


a9 A ^ 


Taiwan's rugged Central Mountains, intervened quickly, 
































to breaking point. Most young 
m people leave their homes in the 
mountains or coastal fishing vil- 
lages, drawn by the ready jobs 
in Taiwan's factories, fishing 
fleets, and construction gangs. The 
brothels send labour contrac- 
tors — often from the underworld 
gangs that control prostitution — 
to tour the — offering up 
to NT$200,000 (US$5,000) to b 
girls as young as 14 or 15 years o 
or NT$60,000 for two-year con- 
tracts. 









he signs of social decay are 

not hard to find: parents who 
will sell their own children, high 
levels of family conflict, an 
epidemic of alcoholism. Many 
young people can hardly speak 
their own language. The Manda- 
rin Chinese they must use in 
school is preferred, even at 
home, as the language of pro- 
gress and hoped-for advance- 
ment. Unable to communicate 
easily with their poorly edu- 
cated elders and cut off from 
| their oral tradition, many young 
people grow up with little re- 





personal bitterness in this 5 
situation, this seemed yet another example of how ex e 


Beyond the tangle of 


— js 


ging aboriginal communities 


r they should 
"Sometimes it's difficult to convince our that 
M to take responsibility for improving their lives," Tseng 
said. ! 
Wushe lies in the centre of 13 Atayal villages scat- 
tered about the mountain slopes at altitudes ranging 
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@eatherer and fishing economy. 





gard for the value of their own heri- 
tage. 

As Taiwan's industrialisation has 
proceeded, rural communities through- 
out the island have seen their young 
drawn to the cities. In the prime agricul- 
tural land, mechanisation has raised 
productivity enough to compensate for 
the manpower losses. In mountain vil- 


began pushing them up into the Central 
Mountains that form Taiwan's rugged 
north-south spine. 

On the east coast, however, many 
were able to remain relatively undis- 
turbed, at least until Taiwan's break- 
neck industrialisation began in the 
1950s. Today, the aborigines are di- 


| 


| 


largest one consists of the flatlands 
aborigines, which include the 120,000- 
strong Ami, the Paiwan, with a popula- 
tion of about 50,000, and the Bunun, 
numbering some 30,000. Then there are 
the mountain aborigines, including the 
Atayal, who may number up to 90,000, 
the smaller Tsou, plus several other tri- 
bal groups, some with only a few 


lages, however, where scattered plots 
on steep slopes are the rule, the loss of 
the prime labour force has seriously 
weakened the viability of the local econ- 
omy. Farmers’ incomes are further 
squeezed by the exploitation of 
Taiwanese brokers who get their crops, 
mostly plums and other fruits, to mar- 
kets in the flatlands. 

The settlement of Taiwan began at 
least 3,000 years ago with the arrival of 
seafaring groups of proto-malay peo- 
ples from widely separated parts of 
Southeast Asia and the South Pacific. 
They settled initially on the narrow strip 
of flatland along the east coast, estab- 
lishing a way of life based on a hunter- f 
Even- D 
ually they evolved into 10 separate tri- 
bal groups, speaking languages of the 
Austronesian family. Related 
tongues are used by peoples 
spread widely through the 
Pacific and Indian oceans, in- 
cluding Melanesia, Polynesia, the 
Indochina peninsula and 
Madagascar. 

During the centuries of undis- 
turbed ownership of Taiwan, 
the aborigines scattered across 
the fertile plains of the west 
coast. By the 18th and 19th 
centuries, however, in- 
creasing numbers of Han ; 
Chinese fleeing famine 
and war in adjoining Fu- 
jian and Guangdong pro- 
vinces on the mainland 


from 1-2,000 m. There are big 





/ rooted the farm cooperative and credit unions are. 
In the village of Meihsi, a few miles down the valley from 


nity's . In 1965 it had become the site of 
one of the earliest credit unions to be set up im the moss. th 
tains. By the of this year, the credit union, run 


volunt from the village, lending out 
NIS nii (USSI.S $1.5 milion a year to — * 
of savings 4 they VE put 


A 


up to three times the amount 
into the fund, so the habit of 
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thousand members. 



































T he aborigines have proved to be fer- 
tile ground for Western missionaries, 
who first began arriving in Taiwan in 
1859. By now, as many as 8096 of them 
are at least nominal Christians — mostl 
Catholics and Presbyterians, but wit 
some Mormons, Seventh Day Adven- 
tists and other sects also represented. 

It was not until after 1949, however, 
when the Kuomintang (KMT) armies 
and their "n orters (including some 
missionaries who had been active on the 
mainland) retreated to Taiwan, that 
aborigines were converted in large num- 
bers. Up until 189& when Japan began 
its 50-year-colonisation of Taiwan, 
foreign missionaries were few in 
number, and they had little success in 
attracting converts. Taiwan was a back- 
water in those days in terms of its com- 
mercial and geopolitical importance to 
the Western powers, who even then 
were too intent on getting their fair 
share of the spoils in China to pay much 
attention to one of its frontier regions. 

So the missionaries were largely de- 
prived of the political and military 
power that helped their brethren in 
other parts of the world convince indi- 
genous peoples of the spiritual and 
material benefits that might flow from 
accepting the word of this new god. 

The Japanese era, which ended only 
in 1945, was a bleak one for the Western 
missionaries. Many were summarily 
ejected from the island as potential 














of the first farm cooperatives to be — 
set up in Taiwan. In 1979, Tsai Kui-tsung de-— 
frocked priest, e: to his home village 
from the semina 


own crop. —— fedes - 
—— to — 
other inputs, and worked out — sharing — 
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Spurred by their sue- 1 


By 1982, particip 
— more —— joining in. Spurred 
—— the cooperative to- “4 
has ved contagious, - y 
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cess, Tsai and others set up an office and 
Wushe to use as a base for 


other viagra the Capp Cim 
similar schemes are now 


gions o Tuin where aborigines fcc: face the same set of prob- J 
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central Taiwan ' village in the midst o 





























































conomic : return. To the à extent 
y proselytised, it was on behalf 
ipanese culture. Even today many 
er aborigines (and Taiwanese) can 
ak the Japanese they learned in 
ol in those days. Giving the natives 
ne education was a practical measure - 
nded to facilitate Japanese rule by 
ulcating new rules of behaviour anda 
/ language. 

Older aborigines speak i the J apan- 
"with mixed respect and. hatred. It- 
| said to be a time of fair, if draco- | 
ian, enforcement of laws. The J apan- 
e punished outright opposition 
shly, yet guerilla bands of abori- 
s retreated into the dense moun- 
| and fought throughout the first 
years of the colonial period. Even 
en the1 main resistance f ad been sup- 


volt was triggered by a dispute over the 
price to be paid for logging work done 
by local Atayal tribesmen. At least 
1,300 people were killed by Japanese 
troops in the initial fighting, while many 
more starved later when the Japanese 
burned crops and destroyed houses in 
nearby villages. 


ssionaries fled or were ejected from 
"China by the new communist govern- 
ment, many transferred their missions 
to Taiwan. The Roman Catholic 
Church, which had been close to the 
KMT and the Chiang family on the 
mainland, received much assistance 
from the government after the removal 
to Taiwan. Other Christian churches, 


ress. US$25. 


I beration Army Daily disclosed that 
ng Te-huai (Peng Dehuai in pinyin), 
rshal of the Red Army, hero of the 
ng March, commander of China's 
in the Korean War, and one of 
dong — purge victims, 
jilitation It was not clear 
wspaper account whether 
ter gens ier, long out of the pub- 
, was dead or alive. — 
thereafter, however, Deng : 
ping, a major promoter of Peng's 
bilitation, delivered a funeral ora- 
xtolling the marshal's many con- 
tions to the revolution and con- 
ng that he had “passed away” 
„years earlier on 29 November 


status of a ——— criminal. 























1950s. It was that conflict which led to 





vided the two leaders did not disappear 
but were sharpened in the early 1960s 
- and were at the centre of the “Red ver- 
sus Expert” controversy in the Cultural 
Revolution. 

In exploring the Peng case, Domes 
greatly illuminates our understand- 
ing of the dynamics of politics in the 





assed away” as it turned out was a 
E way of announcing that, after 
car imprisonment and tor- 
m EAE. lying in a PE 
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: “The élàsh between the chairman aud 
| li the marshal is not seen by Domes as 
onary credentials of her | something inevitable, the outcome of a 
ig back to the Yenan period, | long feud or struggle for power. Both 
ne onvicted of counter-revolu. | men came from the same rural country 


fao. His wife of 36 years, 





tivel y affluent parents afforded him the 






e Te-huai a absorbin g reading 
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inks to the author's narr skillsin | — 
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E n the first few years after 1949, as 
mi 
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the rugged Central Mountains. The re- 
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| | side 
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C n 11 December 1978, China's Li- | describing the marshal’s descent from .in the KM 


power and glory to disgrace and the 


| rigins of the | 
intta-elite s conflict 4 that revolved during |p! 
the Great Leap Forward era of the late | no 
7 spirit. and the conviction that the com- 


the downfall of Peng. The issues that di- | munists and not the KMT were com- - 


people's republic and develops some - 
interesting - notions about the ways 
in which personal images are manipu- 
ed: in order to create. villains . Or] 


in Hunan province. While Mao’s rela- 


luxury of a college education, Peng | ar s 
sW hunger and hard work:as a child | mode 
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rived -mainlanc rs, dt was |, among. P 
aborigines that ‘they achieved their 
greatest gains proportionally. Some 
Christian aborigines today say the mis- 
sionaries’ success owed much to the 
material, as opposed to the spiritual, 
benefits they offered — blankets, milk, 
financial assistance and protection or 
help in dealing with an often unsym- 
pathetic Chinese bureaucracy. — — 
Also, by 1949 aboriginal culture had 
already suffered a succession of shocks 
which weakened its natural vitality and 
made people more susceptible to out- 
influences. The Japanese had 
helped break down the traditional 
power structure by refusing to recognise 
clan and village headmen, replacing 
them with hand-picked representatives. 


—————— — — — — 














Like : many . youngsters from .im- 


^poverished families, he took the earliest 
| opportunity to join the army — a war- 


lord army first and later the Kuomin- 


an i | tang (KMT) army. Courage, discipline 
E ng Te-Huai: The Man and the Image by Jurgen Domes. Stanford University | 


and mastery of military skills permitted 
rapid advancement and by 1927 the 29- 
year-old Peng held the: rank of colonel 
army commanded by 
Chiang Kai-shek. 

. Soldiering would be the only profes- 
sion he knew. But, in 1928, he left the 


Uist fairly secure base he had built in the 
st: | Nationalist army and joined Mao’s 
Xf | guerilla forces at Jinggangshan. Peng 
knew. 


little. of Marx or Lenin. What 
ompted his transfer of allegiance was 
| ideology as much as a rebellious 







mitted to a struggle against rural, à 
poverty. 

Domes argues that there were to be 
disputes between Peng and Mao in the 
years ahead but these were over- 
shadowed by a generally close working 
relationship between the two. By 1945, 


Peng certainly accepted Mao as. the 


party's undisputed leader and the chair- 


man awarded Peng with ever more im- 
: port: nt posts. From 1954 on, Peng was 






de facto commander-in-chief 
ople’s Liberation Army and the 


minister of defence, and in 1955 he was 
| awarded with the newly created rank of 
marshal. 


t was exactly at “this time that Peng 
launched acampaign to modernise the 
yea ture: that: was eventually to | 
rman's opposition. To - 

od is j professionalise and 
that required trimming the ranks of the 
had ballooned: in size. What 


















Another factor was the gradual move- 
ment into mountain and coastal aborigi- 
nal areas of Taiwanese merchants and 
brokers, who gradually took over dom- 
inant roles in the local economy, 
further subordinating aborigines in a 
widening commercial economy. 


l^ recent years, the churches have be- 
come the main force behind efforts to 
revive the culture and rebuild the econ- 
omy of the aboriginal villages. Priests 
and religious lay workers, many work- 
ing in their native communities, are 
helping aborigines set up farm coopera- 
tives, stores and credit unions. The 
cooperative movement appears to grow 
out of a homespun version of liberation 
theology, though some of the individu- 
als involved disavow the foreign influ- 
ence. 

"Our ideals come from the experi- 
ence of our own lives, not from outside 


influences," said Catherine Tseng, an 








was needed was a relatively small, highly 
trained elite establishment rather than 
a mass army steeped in guerilla tradi- 
tions. Compulsory military service was 
substituted for the old *volunteer" sys- 
tem. Insignia of rank were introduced in 
the PLA and distinctive uniforms and 
caps, modelled on those of the Soviet 
Red Army, were issued. 

In 1956 career soldiers began to re- 
ceive regular salaries, differentiated on 
a scale of 18 grades from private second- 
class to marshal. To guarantee the suc- 
cess of the reforms and to minimise poli- 
tical interference, Peng managed to es- 
tablish a clear priority in rank for mili- 
tary commanders over party commis- 
sars. 

It is a wonder that Peng’s reforms 
saw the light of day for they con- 
tradicted Mao’s dicta that. men were 
more important than weapons, that the 





Peng with provincial officials; Deng: unswerving loyalty. 











Atayal lay worker at the Catholic 
church in Wushe. She helps run the 
cooperative farm and store that was 
founded several years ago by Tsai Kui- 
tsung, also an Atayal, who was a priest 
at the Wushe church. 

Nonetheless, the motivations put 
forward by Tseng and others seem to re- 
sonate with themes heard in the Philip- 
pines and elsewhere: “We need more 
than words to express our Christian 
love," she said. "We must have social 
action to strengthen our own and the 
people's belief." 

Some priests have even begun to get 
directly involved in electoral politics, a 
development which is making the con- 
servative church hierarchy distinctly un- 
happy. Tsai and a Tsou priest from a 
parish further south in central Taiwan 
were defrocked by the Chinese Bishop's 
Conference in early February, days 
after they were elected to county as- 
semblies. Roman Catholic canon law 














forbids clerical "participation in the 
exercise of civil power," so the confer- 
ence ordered them to cease administer- 
ing the sacraments when both refused to 
resign their new posts. 

Catholic and Presbyterian churches 
have also played a role in restoring 
aboriginal traditions. Catholic priests 
have helped to revive traditional har- 
vest, fishing and housewarming rituals 
that had been abandoned, bringing 
them into the church. Although the 
Chinese Bishops Conference has ban- 
ned the use of aboriginal languages in 
performing mass, in practice the bishops 
have tolerated this in some places, 

Whether the efforts to overcome the 
force of acculturation and economic de- 
cline can be reversed is problematic. “It 
may be too late," said Rusuramang 


Ara, a Puyuma aboriginal rights activist 
who lives in Taipei. “So many of our 
own young people don't feel their own 


heritage is worth treasuring." 
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guerilla traditions of the Yenan days 
had to be preserved, that political in- 
doctrination was more important than 
technical training, and that political 
commissars were at least as important as 
good professional officers. 


he chairman's response came in 

1958 when Mao moved to check the 
professionalisation drive by promot- 
ing his own militia (Minbing) move- 
ment under the slogan “Every man a sol- 
dier." Tens if not hundreds of millions of 
people were to be organis- 
ed into militia units. While only a 
limited number of the so-called "core 
militiamen" would be issued rifles and 
live ammunition, a second armed force 
was being created. As Domes pointsout, 
"the ‘people’s war’ doctrine propagated 
iw the militia movement at 
Mao’s behest went directly counter to 
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Peng's 
tions.” 

But it was the Great Leap Forward 
projects of Mao that caused the rift be- 
tween Mao and Peng to widen and be- 
come irreversible. Inspection trips into 
the countryside in 1958-59 caused Peng 
to recoil at the veritable chaos caused by 
the sudden rush into the communes and 
pet projects such as the backyard fur- 
naces. 

Peng heard complaints that in some 
villages cooking utensils had been con- 
fiscated as raw materials for the fur- 
naces and wooden houses and even or- 
chards had been ripped down to serve as 
fuel for the primitive ovens. He was 
angered at the military-style mobilisa- 
tion of the rural workforce by over- 
zealous local cadres anxious to over- 
subscribe production quotas assigned 
to them even if it meant 12-hour 


professional military convic- 
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working days for exhausted peasants. 

Peng digested reports of a general 
though entirely un-coordinated resist- 
ance to the Great Leap Forward that 
swept through many rural areas: the 
hated communal dining halls mysteri- 
ously burning to the ground, peasants 
refusing to march to work in fields in 
military formation, grain deliveries to 
the state being sabotaged as villagers di- 
vided the crops among themselves, ani- 
mals slaughtered in the fields at night, 
communal storehouses being stormed 
and cadres beaten up. 

The issue came to a head at historic 
meetings attended by the entire top 
level of party leadership in the resort 
area of Lushan in the summer of 1959. 
By that time bogus statistics and heroic 
slogans could no longer conceal the eco- 
nomic dislocations and plunging na- 
tional morale that the Great Leap was 
causing. 

Mao opened the six-week-long con- 
ferences (politburo first, followed by a 
meeting of the par®’s central commit- 
tee) by inviting open discussion of the 

arty’s “mistakes and shortcomings.” 
* accepted the challenge, “convinced 
that he spoke for many, if not the majori- 
ty, of his colleagues,” Domes argues. 


hat Mao heard from Peng was the 

most frontal challenge to his po- 
licies voiced by anyone from the party’s 
inner circle in the 20 years since Mao 
had assumed unchallenged leadership 
after the Long March. Peng bluntly 
pointed out the economic failings of the 
Great Leap and attacked the guiding 
Maoist slogan of the day by saying that 
“Putting ‘politics in command’ is no sub- 
stitute for economic principles.” He 
lashed out at the “habit of exaggera- 
tion” that had caused “not a few com- 
rades to become hot in their brain,” and 
at one point plainly accused the chair- 
man of lying to him about grain produc- 
tion in Hunan. 

Without Domes’ ability to guide us 
through the esoteric language of com- 
munication within the Chinese Com- 
munist Party (CCP), we might easily 
overlook some of the more subtle af- 
fropts to Mao delivered by Peng. At one 
point, for example, Peng speaks of 
“losses and gains” which had flowed 
from the Great Leap Forward. As 
Domes notes, this violated the rule that 
one always referred to “gains and 
losses” in order to maintain an optimis- 
tic note. Elsewhere, Peng took it upon 
himself to “sum up” (zongjie) some dis- 
cussions. In doing so, he exercised a 
privilege reserved to Mao: the chair- 
man had always been the only member 
of the leadership core permitted to “sum 
up.” 

Peng did in fact have the support of 
many of the assembled leaders: a major- 
ity of them expressed “appreciation” of 
his arguments and in the end most of the 
Great Leap Forward programmes Peng 
had criticised were dismantled after the 





Lushan Conference ended. But Mao 
had a score to settle with his defence 
minister. “I never attack others if I am 
not attacked. If others attack me, I al- 
ways strike back,” he told the delegates 
at Lushan. And after defending his 
policies he confronted the leadership 
with an ultimatum. If the conference ac- 
cepted Peng’s views, Mao would split 
the party. “I shall go to the countryside 
to lead the peasants to overthrow the 
government. If you from the PLA do 
not follow me, I shall find myself a Red 
Army.” 

We are left to wonder what would 
have happened if party leaders like 
Liu Shaogi, Zhou Enlai and Deng, 
all of whom had grave doubts about 
Mao's recent policies, had public- 
ly endorsed Peng's challenge. But 
they did not, evidently fearful that 
Mao's threat to plunge the nation into 
civil war had to be taken seriously. Mao 
would have to compromise his stand on 
the communes — and take up that cause 


tet 


again during the Cultural Revolution — 
but he won his personal contest with the 
marshal. 

In September 1959, Peng was re- 
moved from his post as minister of na- 
tional defence and compelled to vacate 
his quarters in the exclusive 
Zhongnanhai residential area reserved 
for party leaders. For the next seven 
years, from 1959-66, he nearly dropped 
out of public view, living in ramshackle 
quarters on the edge of Peking, plant- 
ing apple trees and growing cabbages, 
mentioned in the official media only 
once. 

The final eight-year period of his life, 
the years of imprisonment and physical 
abuse, began on 25 December 1966 
when the Red Guards took him into cus- 
tody. 

Domes concludes with an engrossing 
analysis of the way the CCP media pro- 
jected images, bad and later good, al- 
most totally unrelated to real man. Dur- 
ing the Cultural Revolution decade, 





Peng the hero in 1953: he was denounced in 1959. 


Peng was denounced as "the great con- 
spirator, great ambitionist, and great 
warlord" whose crimes had roots in his 
bourgeois origins. He had been born 
into a "rich peasant family," it was al- 
leged. He led a “dissolute and shame- 
less life of a parasite," “wormed his way 
into the party in 1928," and from that 
time on was responsible for an almost 
continuous series of military disasters. 
Worst of all, he had developed “clan- 
destine connections" with the Soviet 
Union and was acting under Khrush- 
chev's influence when he attacked Mao 
at the Lushan Conference. 


mmediately after his official reha- 

bilitation was announced in 1978, a 
new Peng Te-huai emerged — actually 
in large measure the pre-Lushan Con- 
ference image of the marshal was dusted 
off and embellished. His humble begin- 
nings and his brilliant tactical skills as a 
soldier were confirmed. Heartwarming 
anecdotes underscore his concern for 
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the well-being of the common soldier 
while burdened with the awesome re- 
sponsibilities of high office. His simple 
life-style is now emphasised, along 
with his personal modesty, frugality 
and courage in dealing with party lead- 
ers. 

As if to acknowledge that Peng was 
human, a minor failing can be permit- 
ted. Thus, Peng is described as occa- 
sionally hot-tempered. But even this 
flaw is turned into virtue for Peng 
was invariably just and fair on scolding 
his subordinates and they never resent- 
ed his attacks because he was just as 
tough on himself as he was on his under- 
lings. 

n this way, Peng was turned into a 
symbol — an image to be manipulated 
by those in power. Ironically, as Domes 
concludes, because of Peng’s unswerv- 
ing loyalty to the party, “we cannot even 
be sure whether he would have resented 
his de-personalisation for political 
ends.” — John H. Boyle 
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A jittery city tries to come to grips with its future 


By Derek Davies 
he Chinese billionaire surveyed the crowded room-full 
of guests at a cocktail reception in one of Hongkong’s 
top hotels. They comprised a good representative sec- 

tion of the city’s ruling establishment, both Chinese and e 

patriate: the mercantile community of businessmen, SEA 

trialists and bankers — including those who have carefully 
nurtured special relationships with Peking and who sit on 
such bodies as the Basic Law Drafting Committee, the 

BLDC, which has begun the process of writing the constitu- 

tion for the special administrative region (SAR) of Hong- 

kong after China reassumes sovereignty. 

There were members of the Executive and Legislative 
councils, his both appointed and elected legislators from 
lesser bodies; senior civil servants; several professors, lectur- 
ers, headmasters and other teachers; lawyers, doctors, ar- 
'hitects and property men. “How many of these people do 
fou think will still be here after 1997?" the billionaire asked 
hiscompanion, who hesitated, = 
He answered his own question: 
“None,” he said. “No one.” 

He was being alarmist, or 
at least unduly pessimistic; but 
he himself is preparing to 
move his assets and cash out 
over the next five years or so 
and his gloomy view of the fu- 
ture is being increasingly 
echoed by people from all 
strata of Hongkong society — 
or at any rate those who have 
sufficient means to contem- 
plate leaving, or at least plac- 
ing a child or children strategi- 
cally overseas — in the US, 
Canada, Australia: in any so- 
ciety which promises to re- 
ward hard work and initiative 
Such views are usually ex- 
pressed in private and contrast 
sharply with the public expres- 
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Deng; Thatcher: historic declaration. 
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sions of confidence in the future being voiced by the majority 
of men and women at the cocktail reception, and by the Bri- 
tish, Hongkong and Chinese governments. 

There is no doubt that everyone in the room — and all 
three governments — would prefer Hongkong to succeed, to 
accelerate its already impressive progress and speed on 
through the 1997 barrier with barely a jolt, playing a catalytic 
role in China's modernisation out of all proportion to its size. 
All are agreed that the Sino-British joint declaration and its 
detailed annexes provided an unexpectedly powerful boost 
for such a journey into the future. 

The declaration was an act of faith: the very fact that Pe- 
king was willing to embrace the “one country, two systems" 
formula to such an extent that it sat down with the departing 
colonial power and agreed how a sovereign part of China 
should be —— for a minimum of 50 years after the 
colonialists had withdrawn was even more encouraging proof 
of Peking's intentions than all 
the rights and freedoms spelt 
out in the agreement. 

But as the negotiations 
within the Sino-British Joint 
Liaison Group (JLG) have 
experienced their downs 
and ups, as the BLDC (con- 








sisting of people virtually 
appointed by Peking) has 
begun its deliberations, and 


as the debate on what form 
of representative government 
(complete with a promised 
elected legislature) Hongkong 
will have has spluttered on, 
many of the fine hopes inspir- 
ed by the original declaration 
have faded. The following 
pages contain a survey of Hong- 
| kong as it is seen today through 
| the eyes of various writers. 
| Whatever their views on the 
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aspect on which they report, this is a survey of a jittery city. 

That statement is difficult, if not impossible, to prove. 
The individual diplomatic missions in Hongkong confirm 
that an exodus of people is continuing — valuable people, 
most with the money and the qualifications to be welcomed 
elsewhere as immigrants. But the total number of such peo- 
ple who have left or who will leave is impossible to guess at, 
just as there are no financial statistics available to quantify 
the amount of Hongkong money which has flown out into 
property and other investments in California, New York, To- 
ronto, Vancouver, London and Australia. Certainly, the 
exodus of people and money so far has not been sufficient to 
have any measurable effect on the Hongkong economy, 
which has suffered rather less than the other newly indus- 
trialised economies of East Asia from the vagaries of ex- 
change rates and overseas markets. 


ongkong's stockmarket indicators have been reaching 

new highs, as have rents (significantly, property prices 

have not kept pace). Investment patterns have always 
been short term, looking for quick returns, and plenty of peo- 
ple still think that a lot of money is vet to be made over the 
next five vears or so. If this pattern holds, Hongkong's eco- 
nomic crunch is due around 1992. Until that time, the statis- 
tics may sound no alfrms. It might well be better for Hong- 
kong were its economy not quite so buoyant, so that à 
threatening remark by one of Peking's officials would turn 
the mood bearish. As things are, the stockmarket recovers 
too quickly to provide a real lesson for Peking. 

All depends on China's ability to promulgate, in 1990, a 
constitutional amendment adopting a Basic Law which is in 
tune both with the letter and the spirit of the Sino-British 
joint declaration. 

Meanwhile, the thought of today and, just possibly, to- 
morrow provides the only sense of direction available to the 
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GOVERNMENT 
people of Hongkong. 
Their future is being 
decided by parties in 
whom most place little 





trust. The Unofficial 
Members of the Execu- 
tive and Legislative 
Councils (Umelco), 
who, during the dark 
days of the negotia- 
tions, so often spoke 


out for what they con- 
ceived as Hongkong's 
interests vis-a-vis both 


London and Peking, 
have fallen silent 
(surely not cowed by 





the gratuitous insults to 
their status served out 
by China's local repre- 
sentatives in Xinhua?) 





Youde: wide powers. | 





The "lame duck" 
government seems pre- 
occupied with preserving morale among its ranks — and 


those of the police. A colonial bureaucracy is, anyway, ill- 

equipped to provide —8 leadership, nor has the Gover- 
nor, Sir Edward Youde, any pretensions to popularity or 
charisma. [ts very wide powers are another source of worry, 

for they will presumably be inherited by the post-1997 Hong- 
kong SAR authorities. Instead of reducing these authorita- 
rian powers, devolving those remaining upon the embryonic 
representative institutions, the Hongkong Government ap- 
pears still Intent on acquiring more — to try complicated 
commercial cases without benefit of jury, to break the re- 
vived strength of the triad gangs, to censor objectionable pub- 
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lications or to punish 
those who dare criticise 
Legco (the government 
has wisely retreated 
from some of these ill- 
considered proposals). 
Above all, the gov- 
ernment appears ner- 
vous and tentative in its 
main pre-1997 task: to 
set up a working repre- 
sentative government 
which is at once 
answerable to the peo- 
ple of Hongkong and 
able to articulate the 
Hongkong consensus. 
What consensus? 
That is a question often 
posed to good effect by 























China's representa- 
Shopping area: still buoyant. tives. Minority voices 
abound. One of the 


many depressing aspects of present-day Hongkong is the fis- 
. Siparous appearance of a multitude of groups, all much alike 
and all claiming to represent the community. Even more de- 
pressing is the other extreme, /a trahison des capitalistes, the 
sell-out by so many of Hongkong's richest entrepreneurs. 
They should be, in theory, the greatest champions of Hong- 
kong as one of the world's most successful capitalist cities. 
But, though such people possess all the instincts of the 
Kuomintang, they lack its principled, albeit reactionary 
courage. They persuade Peking that they equate democracy, 
even representative government, with excessive wage levels, 
strikes and low productivity — in short, a welfare state which 
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they characterise as the "free lunch." They dismiss the 
enormous common sense that the mass of the people of 
Hongkong have demonstrated over the past three decades 
and the debt that they (literally) owe to that common sense. 

So these men, among Hongkong's richest and most hon- 
oured citizens, make generous donations to Peking in the 
form of large gifts — of hospitals, colleges and "friendly" 
terms on projects; they sit as Peking appointees on the bodies 
which are drafting the Basic Law; they argue that they consti- 
tute a ready-made board of directors, well-qualified to take 
over the running of Hongkong along the lines of a private 
corporation. 


hinese officials confirm in private that they realise such 

men would be the first to cut and run should business 

begin to look bad (they are the ones who can afford 
global investments as insurance policies against the future). 
In the meantime, they warn Peking of the dangers (to Hong- 
kong, by which they mean their interests) of giving the peo- 
ple too much power; they run pro-Chinese puffs in Hong- 
kong newspapers, on cinema and TV screens; they pay 
sycophantic verbal tribute to the people's republic. At one 
time, those who accepted positions on China's political in- 
sututions were denied British honours. Today, such is the 
realisation that China is the final arbitfr of Hongkong's fate 
and thus should be propitiated, the Hongkong Government 
gravely takes counsel with them. 

Nor does the Hongkong community put great trust in 
London. The degree of its concern is measurable by the thin 
numbers which turn up for debates on Hongkong in the 
Houses of Commons and of Lords. The exception was the re- 
cent debate when a full chamber was guaranteed by a three- 
line whip. This, in turn, was a measure of the determination 
of the British Government to play Pontius Pilate and deny 
settlement rights to Hongkong's ethnic minorities — the 
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11,000 or so non-Chinese and their offspring. Finally, a grudg- 
ing concession was made in the Lords; future governments 
would be obligated to deal sympathetically with those “under 
pressure” to leave Hongkong — whatever that may mean. 

The feeling in Hongkong is that, once the Sino-British 
joint declaration was signed, Hongkong reverted tn British 
eyes to its traditional role as an unfortunate, anachronistic 
lump of colonial grit in the otherwise smooth working of the 
Sino-British relationship. After all, Queen Elizabeth is due 
to pay her historic visit to China later this year. The British 
are as dazzled as anyone else by the mirage of the potential of 
the China market, re-persuaded 
that they can “light the lamps of 
China” and forgetful of the rela- 
tive size today of the Hongkong 
market. 

Such priorities are reflected in 
the contemptible criticisms of 
those who dare to voice Hong- 
kong’s worries, to the effect that 
they are trying to poison the 
Sino-British relationship. They 
are even accused of hiding be- 
hind British passports to do so 
(a dead give-away, that, for why 
— if all is well — should it be 
necessary to hide behind any- 
thing?). 

Despite ministerial changes, 
the British members of the JLG 
who are negotiating the im- 
plementation of the joint dec- 
laration are doing their best. 
They were considerably encour- 
aged by the most recent JLG 
meeting, at which the Chinese 
agreed that Hongkong should 
continue to participate in the 
Gatt as a separate territory and to 
recognise the British endorse- ( 
ment guaranteeing a right of 
abode (in Hongkong) to holders | 
of the new British National Over- 
seas passport. 

Such agreements are welcome, though it is depressing 
that both London and Hongkong regard the negotiations as 
bargaining sessions. Instead of the two parties sitting down, 
once the joint declaration was signed, in a spirit of "let's work 
out what arrangement will be best to guarantee the future," 
ach is still trying to wring concessions out of the other. 

In this context, Britain has few cards up its sleeve. At one 
time, it appeared that London had climbed down on political 
reform for Hongkong in the face of Peking's opposition — 

articularly after the visit to China in February 1985 by 
Timothy Renton, the latest Foreign Office minister with spe- 
cial responsibilities for Hongkong, when he agreed that such 
reforms would “converge” with the Basic Law. 

More recently, it appears that Hongkong may get its 
reforms (after all, the joint declaration 
specifies that the legislature, to which the 
executive will be answerable or responsible, 
will be elected). Now the suspicion is grow- 
ing that such reforms may amount to win- 
dow-dressing, for the colonial bureaucracy 
will remain as an apparatus, complete with 
its extensive powers, for takeover in 1997. 
The British now blandly claim that ministe- 
rial-type responsibilities were never on the 
cards, and that anyway, Legco possesses 
adequate powers to vote against govern- 
ment bills and to approve all financial ex- 
penditures. l 

In this, they are being disingenu- 
ous; Lydia Dunn, Exco member and senior 
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unofficial member of Legco, who can hardly be describ- 
ed as uninformed, was advocating a ministerial system 
(the appointment of principal officials from among the 
members of the legislature) just over a year ago, while 
she has also pointed out that Legco cannot spend mone 
or initiate legislation which involves public expendi- 
ture. 

The British are thus offering neither refuge nor grounds 
for trust that their negotiators will once again pull the cat out 
of the bag: as long as the negotiations are regarded as bar- 
gaining sessions, all the strength will be on the Chinese 
a side of the table, while the Bri- 
tish are obviously not backed 
by sufficient political will. 
For the Thatcher government, 
Hongkong has become a side 
issue. 


he community must there- 
I fore place its trust in China, 

in the certainty that China 
wants Hongkong to succeed, in 
the knowledge of Hongkong's 
vital role à» China's modern- 
isation and on the assump- 
tion that China cannot afford 
to let Hongkong fail because 
of the fatal blow that would 
deal to its hopes of recovering 
Taiwan. 

A significant body of opinion 
in Hongkong is not prepared to 
make such a leap of faith. Their 
own experiences — or those of 
their families — as victims of past 
extremism in China render them 
incapable of trusting the rule of 
the communist party. They do not 
believe that the red dragon has 
_ changed its spots or, if they ac- 
| cept that Deng Xiaoping and his 

supporters have effected a real 
change, they believe it to be tem- 
porary: that China is doomed to 
slip back into factional strife or a Maoist revival. Such at- 
titudes are shared by significant sectors of the business com- 
munity who do not believe that the one country, two systems 
formula is workable: they argue that a capitalist enclave can- 
not be absorbed within the body politic of a Marxist state, 
that a free Hongkong cannot exist as a pearl in a communist 
oyster. 

It would seem — to judge from the general tone of the de- 
bate going on in Hongkong — that most people do not share 
such personal prejudices or ideological reservations. The 
main worry is the size of the task confronting the community 
of educating the leaders of China in the art of so-called posi- 
tive non-interventionism — of simply providing the 
framework within which a free society and a free market can 
operate, so maintaining both internal and 
international confidence. 

But the gap to be bridged is not merely 
ideological: it is a cultural one, which di- 
vides China itself roughly along the Yangtse 
basin. Hongkong is very conscious of being 
a southern Chinese, Cantonese city and that 
its fate is in the hands of a northern man- 
darinate. 

The width of the gap between Hongkong 
and Peking has been evident in many of the 
statements by senior Chinese officials with 
direct responsibilities for Hongkong. Too 
often for comfort, these betray a basic 
lack of understanding of, or ym for 
the Hongkong situation and are directly at 
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odds with the terms of the joint dec- 


laration. 
For example, Lu Ping, Secretary- 


Affairs Office, has said Hongkong 


by Hongkong people” used by the pro- 
scientific” — thus bringing into ques- 


Ji Pengfei, head of the Hongkong 
and Macau Affairs Office, has stated 
that only two objectives (the re- 
unification of China and the main- 
tenance of Hongkong's prosperity and 
stability) cannot be changed — im- 
plving that other mgtters could be 
altered. Ji has also said that Hong- 
kong's political reforms must be 
"linked" to the Basic Law — a stipula- 
tion which would effectively prevent 
any move towards representative gov- 
ernment for the next five years. 

Xu Jiatun, head of the fast-swelling staff of the Hongkong 
branch of Xinhua, has also administered shocks to confi- 
dence. Possibly the most worrying aspect of his gaffes has 
been that Xu has been resident in Hongkong for four years. If 
he can be so insensitive (he has actually attempted retrospec- 
tively to alter his words), then the gap between Hongkong 
and Peking is still enormous. Nor do the business activities of 
China's high-profile capitalist in Hongkong, Wang Guang- 
ying, indicate a deep understanding of a free-market sys- 
tem. 

During the years of negotiations which preceded the joint 


declaration, British and Hongkong officials remained inhi- 





bited by the confidentiality of the talks, while the pro-Peking 
media waged an effective propaganda war. The British and 
Hongkong officials remain inhibited: they feel they cannot 
protest against what they regard as departures from the joint 
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declaration or misre ntations in the 
leftwing media of what has taken place 
behind closed doors. Such public 
squabbling would soon erode confi- 
dence. 

Hongkong is now a divided city, 
and no individual or group, official or 
private, can claim to speak for it or to 
represent the voice of the people. 
Many of the most strident are sicken- 
ingly subservient, either to their post- 
1997 masters or to their own narrow, 
often commercial, self-interests. 

But, as the majority remains silent, 
some voices can be heard which genuine- 
ly reflect very real hopes and anxieties 
about the future. Some of these ascribe 
Hongkong’s success to its combination 
of Chinese and Western virtues — the 
latter including the freedoms enjoyed 
by its citizens under the present rule of 
law. In the tradition of the West, they 
place great stress on the rights and free- 
doms of the individual as being of basic 
importance —more important eventhan 
the welfare ofthe community as a whole, 
as that happens to be perceived by the 
powers that be of the moment. They 
see Hongkong as the triumph of indivi- 
dual initiative and thus often equate 
democracy with Western-style confrontational politics. 

Those more conscious of Hongkong's place among a 
string of successful nations in East Asia place more stress on 
the city's basic consensus: a form of government that, despite 
its largely colonial nature, has recognised the need to retain 
the consent of the governed. Because of shared beliefs in the 
freedoms guaranteed under the rule of law, the system has 
evolved a consultative process, a balance of power. Vital to 
this balance are, on the one side, a reasonably responsive and 
responsible government and, on the other, a people willing 
to speak up and let their joint and several voices be heard. 

That balance is disappearing today as the government's 
credibility withers, as many of the voices fade fearfully away 
and as the political consensus collapses into factional divi- 
sions between would-be political parties (or pressure groups, 
as they are insultingly dubbed) run by would-be “politicians” 
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most of whose motives are as suspect as those of the pro-Pe- 
king capitalists. | 

That consensus has been Hongkong's most valuable com- 
modity and one of the many challenges facing Peking is to 
help re-create it into an even stronger Chinese consensus, in- 
corporating those elements of Western civilisation — includ- 
ing the rule of law and the other freedoms promised in the 
1997 agreement — which will in turn restore and guarantee 
the necessary confidence for Hongkong to go on prospering. 

But if Peking does not work towards a Hongkong consen- 
sus, if it prefers to divide and rule, it will easily be able mista- 
kenly to convince itself that the great majority of Hongkong 
"compatriots" will sincerely embrace the Motherland. West- 
ern civilisation may exalt the oak tree, the rugged individual 
who defies the storm, whether or not it crashes. And China 
has its revolutionary heroes to have defied the Dragon 
Throne, even retiring to the Water Margin to make their bid 
for the Mandate of Heaven. But the archetypal strength of 
the Chinese people has always been their bamboo-like ability 
to bend before the prevailing wind — whether corrupt dynas- 
ties, local warlords or Maoist extremes — springing upright 
again when the storm has passed. 

For once, in the unique circumstances of Hongkong, this 
virtue may be self-defeating. For if the majority of Hongkong 

ople simply bend before the wind now blowing from the 

rth; Peking may not feel it necessary to make the changes 

d learn the lessons inherent in its acceptance of the one 
country, two systems principle. It may be tempted to go on 
slowly strangling confidence in Hongkong by demonstrating 
that, in its view, the assumption of sovereignty must be ac- 
companied by à demonstration of who is boss. 

The dangers in that course are unprovable at present; the 
statistics may only start to spell out disaster in the early 1990s 
— bv which time it will probably be too late to rescue the situ- 
ation. 


hat is the role of a responsible press in these circum- 

W stances? In Peking's view — and in the view of some 

. other governments of East Asia — its duty would be to 

help maintain confidence. A journalist's role in the cir- 

cumstances should thus be to cleave optimistically to the per- 

fectly valid attitude that Peking's intentions are benign and 

that it is determined to preside over Hongkong's continuing 

success. He should take the broad view and trust in Peking's 
basic goodwill, in the main thrust of China's new policies. 

Further, such a journalist should ignore or play down any 
fact which does not fit the comfortable picture, any evidence 
that Peking is ignorant of how a free market or a free commu- 
nity works. When one or two or three of China's most senior 

“cials, with direct responsibilities for Hongkong, says any- 

1g which is ignorant, clumsy or downright contrary to the 

1997 agreement, the journalist should overlook such remarks 

sas errors by individuals, and in no way representative of the 

ople's republic (as indeed should the rest of the com- 

munity). Such officials may repeatedly threaten to overturn 

*the whole Hongkong apple-cart, but the journalist should 

mot risk any co-responsibility by paying too much attention to 
their words. 

A pressman unfettered by the Confucian duty to join the 
Won of consensus-making, however, must go on reporting 

he situation as he sees it. Such a duty must not of course be- 
some a crusade, even for a long-time resident who believes 
Khat the city is a 20th-century Venice, who is unashamedly a 
Hongkong chauvinist. But there is nevertheless no alterna- 
Rive to reporting the jittery waning of confidence as he sees it, 
Khough that very act may itself add to the general nervous- 
mess. 

Such a stance may be difficult to justify to those who 
mvould prefer silence; even in the West, one cannot shout 
“Fire!” in a crowded theatre. But if too many people keep 

uiet for their own, differing ends and ignore the smoke, 
Khen someone must report it to the proper authorities — in 
Peking. The pillars which support the successful society of 
Hongkong are not yet ablaze; but they are smouldering. gy 
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A not-so-subtle 
shift to new 
centres of power 


By Emily Lau 
n the past six months, the political scene in Hongkong has 
been dominated by the drafting of the Basic Law, a mini- 

constitution for the future Hongkong special administra- 








tive region (SAR). According to the Sino-British joint dec- < 





laration on the future of Hongkong. the British territory will |- 


revert to Chinese sovereignty in 1997. China's basic policies | 


regarding Hongkong are to be stipulated in the Basic Law 
and would remain unchanged for 50 vears. 
The drafting of the Basic Law to date demonstrates Pe- 


king's determination to play a leading rolg in what China re- | 


gards as "a Chinese business." The exercise also showed Pe- 
king did not trust Hongkong people, many of whom are wary 
of the communists and will probably leave Hongkong in 
1997. It wasclear from the start that Peking held all the cards, 
so whatever Hongkong people wanted, they would have to 
get as concessions from China — concessions within the 
limits of the joint declaration and of China's wide-ranging in- 
terpretation of the concept of sovereignty. 

The initial fear that the drafting process would be com- 
pletely dominated by Peking has receded slightly, but the 
feeling remains that the people of Hongkong will have to 
fight hard over the next few years to get what they want. The 
fact that Peking has bothered to argue with Hongkong peo- 
ple, and has agreed to some concessions, provided a small ray 
of hope that China would at least pay some attention to the 
wishes of Hongkong people. 

From the very outset, when Peking appointed the Basic 
Law Drafting Committee (BLDC) in June 1985, Chinese 
leaders gave the distinct impression that they were more con- 
cerned with listening to rich and powerful businessmen and 
professionals. The BLDC was appointed by the Chinese Na- 
tional People's Congress to write the Basic Law. A draft 
Basic Law is to be published for comment in 1988 and the 
final version to be promulgated in 1990. 

The appointments were made without wide consultation 
in Hongkong. No criteria were revealed for the selection pro- 
cess. The committee has 59 members, of whom 23 are from 
Hongkong. The other 36 are Chinese officials, legal experts 
and "famous personalities." 

Of the 23 Hongkong BLDC members, besides three with 
a distinct pro-Peking background, almost half of the rest are 
ultra-conservatives from the business and financial sector, 
some of whom have commercial ties with China. Only two 
members could claim to have connections with the masses. 

The appointments were met with despair and scepticism 


L in some quarters in Hongkong. This was partly because the 


members were not fully representative of Hongkong. partly 
because some were clearly incapable of doing the job, but 
most important of all, because only à handful of them were 
seen to have the courage to stand up to Peking should there 
be a conflict of interest between Hongkong and China. In 
short, the BLDC was seen as a rubber stamp for China's po- 
licy towards Hongkong. 

Despite deep reservations and disappointment, very few 
people publicly criticised Peking's choices. Some were even 
thankful that so many Hongkong people were included. 
Others said they would fight for better representation on the 
Basic Law Consultative Committee (BLCC), an advisory 
body to the BLDC. The truth was that few people had the 
stomach to criticise Peking and so felt compelled to accept a 
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fait accompli. This feeling of helplessness in the face of the 
werful political force of Peking continues to dominate 
ongkong people's mentality. 

To carry out China's promise of widely consulting Hong- 
kong people, Peking moved rapidly to set up the BLCC. Al- 
though BLDC chairman Ji Pengfei, director of the Chinese 
State Council's Hongkong and Macau Affairs Office, had 
said the BLDC and BLCC were of equal status, it was obvi- 
ous the BLDC had a higher position. Appointments to the 
two committees were seen as China's honours list. 

The appointments of two appeals court judges — 
Simon Li to the BLDC and Yang Ti-liang to the BLCC — 
raised some eyebrows. It is understood some senior Hong- 
kong Government officials are having second thoughts 
about the wisdom of theoretically impartial judges be- 
coming involved in such in- 
tensely political activities. 

The creation of the BLDC 
and BLCC was seen by some 
as China's effort to counter- 
balance the influence of 
Hongkong's Executive Coun- 
cil, or Exco — the highest 
policymaking bodg — and 
the Legislative Council, 
or Legco, the lawmaking 
advisory body. Over the 
next few years, the promi- | 
nence of Exco and Legco is | 
likely to be overshadowed 
by the two Peking-appointed 
committees, as the outgoing 
colonial administration be- 
comes increasingly irrelevant 
and Hongkong people look 
to Peking for pat- 
ronage. 

Should any dis- 
pute arise over 
the sensitive issues 
of political changes 
and the relation- 
ship between the 
SAR and the cen- 
tral government, 
Peking will use the 
BLDC and BLCC 
as weapons of 
Hongkong public 
opinion to count- 
er any conflicting 
views from Exco 
and Legco. The 
BLCC has already 
been described 
by Rayson Huang, 
who sits on both 
committees, as 
“the greatest consultation exercise ever carried out in Hong- 
kong.” 

For the sake of political equilibrium during the transition 
period, the Chinese will probably act cautiously and may not 
want to seriously undermine the position of Exco and Legco. 
But there is no doubt the BLDC and BLCC are alternative 
centres of power which will assume increasing significance. 

The task of forming the BLCC was given to the 23 Hong- 
kong BLDC members, together with two other BLDC mem- 
bers from the official Xinhua newsagency’s Hongkong 
branch, which is Peking’s representative here. The two are 
director Xu Jiatun and deputy secretary-general Mao Jun- 
nian. Mao was later appointed secretary to every important 
committee related to the Basic Law. 

Six BLDC members were assigned to write a BLCC 
constitution. A seventh member, Yang Sheng, head of 
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Xinhua’s coordination department (responsible for liais- 
ing with local businessmen and professionals), was, mys- 
teriously, added to assist the group. Controversy broke 
out over the use of “democratic consultation,” recommen- 
dation and invitation as methods for selecting BLCC mem- 
bers. BLDC member Liu Yiu-chu objected to the phrase 
“democratic consultation” because it smacked of the com- 
munist way of doing things. There was pressure from some 
quarters for at least part of the BLCC to be elected. The use 
of the phrase democratic consultation was reduced to one 
mention. 

Another BLDC group of six was formed to set up the 
BLCC, which was to have 150 members, with roughly one- 
third selected by designated organisations and the rest by rec- 
ommendation and invitation. In the end, the total was in- 
creased to 180, of which 60 
were nominated by desig- 
| nated groups and the rest ap- 
pointed. There was no more 
| mention of which delegates 
were representing which sec- 
tors. No criteria were given 
for the appointments. There 
was speculation that the 
membership had been in- 
creased to ensure EE a 





Chinese control. 


uring the BLCC's for- 
D mation, a rift occurred 

among labour groups, 
| resulting in the withdrawal 
of some independent labour 
organisations and civil-ser- 
vice unions. This was sparked 
off by efforts by the 
leftwing Federa- 
tion of Trade 
Unions (FTU) to 
bar Lau Chin-shek, 
director of the in- 
dependent Chris- 
tian Industrial 
Committee, from 
the BLCC. Because 
Lau and the FTU 
had had conflicts in 
the past over the 
handling of indus- 
trial disputes, FT"! 
was said to ha 
used the occasion 
to settle old scores. 

A pro-Peking 
businessman who 
is also a member of 
the Chinese Peo- 
ple's Political Con- 
sultative Conference (CPPCC) said that besides the FTU 
factor, Peking had also bowed to pressure from conserva- 
tive businessmen who saw Lau as a strong voice for the 
workers and so constituted a direct threat to business in- 
terests. 

The biggest row, however, was over the “elections” to the 
BLCC standing committee and its seven office bearers. The 
incident again demonstrated Peking’s manipulation and a 
strong desire to shape events. 

The names of the 180 BLCC members were announced on 
25 November and included seven BLDC members. This was 
seen as an attempt by the BLDC to lead the BLCC. Nomina- 
tions were called for the election to the 19-member standing 
committee, the organ of power. Each nomination had to be 
supported by 20 BLCC members. To expedite things, 
Xinhua officials quietly circulated a list of acceptable candi- 
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dates among sympathetic members to canvass their Ait 2 ort. 


. One Xinhua official told a BLCC member that since most 
members hardly knew each other, Xinhua was there to give 
them a helping hand. The official said they wanted a ba- 
lanced representation on the standing committee, with peo- 
ple from different sectors, of both sexes and also wanted a 
non-Chinese. 

The almost indecent haste with which the election 
was held made it impossible for members to lobby for 
support. They were given nine days to put in nominations. 
Thirty-two candidates stood for the 19 seats. Nominations 
closed on 3 December and 
the election was held on 
6 December. To many peo- 
ple’s surprise, former * 
cutive and Legislative coun- 
cillor Lo Tak-shing was 
elected with the greatest 
number of votes, more than 
BLDC vice-chairman Ann 
Tse-kai, a former Execu- 
tive and Legislative coun- 
cillor and a CPPCC member 
who was later chosen as 
BLCC chairman. Lo is the 
founder of a company which 
helps local people to emi- 
grate. 

To prevent further sur- 
prises and to ensure balanc- 
ed representation among 
the seven standing-commit- 
tee office bearers, the 
BLDC vice-chairmen responsible for setting up the BLCC, 
including Xu, shipping magnate Sir Yue-kong Pao and Bank 
of East Asia's David Li, moved immediately to conduct the 
"election" for office bearers, though the BLCC constitution 
laid down that the standing-committee meetings must be held 
with seven days' notice and the committee should elect its of- 
fice bearers. 

After several minutes of consultation among the BLDC 
vice-chairmen, Pao pulled out a slip of paper and read out 
seven names. The so-called nominations were seconded by a 
BLCC member, Yang. Some people applauded and the elec- 
tion was over. Besides Ann being made chairman, five other 
BLDC members were also “elected” to the standing commit- 
tee, thus ensuring firm BLDC control. 

The blatant interference by the BLDC vice-chairmen and 
deviations from the BLCC constitution sparked off a furious 
row. Xu defended his action by saying that “consultation was 
a form of election." Bowing to public pressure, the standing 
committee held a fresh election. The same seven were nomi- 
nated; five others declined. So the same people were elected 
uncontested. BLDC member Martin Lee said it would never 
be known if the election results would be different had the 
BLDC vice-chairmen not interfered. 

Almost at the same time as the BLCC fiasco, Xu called his 
first-ever news conference to accuse the British of deviating 
from the joint declaration. He was referring to the Hongkong 
Government's apparent haste in pushing through democratic 
reforms and British foreign minister Timothy Renton's asser- 
tion that London would not interfere with constitutional re- 
forms here and the territory should independently develop 
its own system of government. To China, this implied Britain 
was trying to abdicate its responsibility for administering 
Hongkong in the next 11 years. 

Even with the signing of the joint declaration, the Chinese 
were still suspicious of British intentions, which they thought 
were aimed at setting up a pro-London administration here 
to safeguard British interests after 1997. The Chinese were 
also wary of democratic reforms, which they feared might 
bring to power the so-called free-lunch brigade, who would 
squander taxpayers’ money to satiate their electorate's de- 
mands. Besides their mistrust of bourgeois democracy, the 
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Lau Chin-shek: past conflicts. 


the meeting. Members —— they hardly had time to 


Chinese were concerned that democratisation might jeopar- - 


dise Hongkong's prosperity and stability. 


They have also been warned by businessmen and profes- 


sionals that if there were direct elections to Legco, and if 
grassroots representatives were allowed to seize power, they 
would leave Hongkong. Unwittingly or otherwise, the 
Chinese and the ultra-conservatives have formed an alliance 
to counter the fledgeling democratic movement. 

To stem the tide towards democracy and to force the 
British to discuss political reforms in the second round of 
sino-British joint liaison group meetings in Peking in late. 
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November 1985, Xu called the news conference and publicly — 


intimidated Hongkong. But the threat backfired and the 
Hongkong stockmarket's Hang Seng Index, a barometer of 
business confidence, shed 50 points. 


edited the offending sentences — in which he said there 


T: Chinese moved rapidly to control the damage. Xu ^ 


had been deviation from the joint declaration — out of | 
the two local communist party organs. Britain is understood - 


to have asked China for evidence of deviation. When Renton | 
visited Peking in January, Ji told him not to pay attention to” 
irresponsible statements by individuals, a reference to Xu's- 
bombshell. 


It is a communist tactic to disown any official who appears - 


to have spoken out of turn, or whose ffmarks were badly re- 
ceived. However, this did not necessarily mean Xu had over- 
stepped his mark. The Chinese were genuinely alarmed at 
the pace of political change in Hongkong and wanted to dis- 
cuss this with the British. The political temperature was 
further raised when BLDC member Martin Lee made a 
speech in Legco on 27 November 1985 advocating the use of 


direct elections to stop Chinese interference. Without direct — 


elections, Lee said, Hongkong "will never have an effective 
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and highly autonomous government to keep our system sepa- — 


rate from the rest of China." 

The same tactic, of disowning unpopular statements, was 
used when the secretary-general of the Hongkong and 
Macau Affairs Office, Lu Ping, tried to impose a bottom line 
for press freedom in the SAR. In January, during his month- 
long visit to Hongkong, Lu said freedom of the press would 

soumia MORNING POST remain after 1997 so long as 
it did not harm China's 
sovereignty. The statement 
did not go down well with 
anxious newsmen, who fear- 
ed that press freedom would 
almost definitely suffer 
after 1997. Xu later said Lu 
was only expressing his per- 
sonal opinion. 

The drafting process 
reached a fresh climax in 
April when the BLDC met 
for the second time in Pe- 
king to decide on the struc- 
ture of the Basic Law and to 
set up specialist sub-groups 
in key areas. The session 
was preceded by a contro- 
versy over a preview of the 

- draft by Xu. Other members 
only saw it the night before 









scrutinise the draft. Hongkong BLDC member Sanford 
Yung said the proceedings were manipulated by the chair- 
man, vice-chairmen and the secretariat, while the other 
BLDC members were left out in the cold. 

The draft structure consisted of a preamble and 10 chapter 
headings, including general principles; the relationship be- 
tween the central and SAR governments; the rights and obli- 
gations of SAR inhabitants; the political structure: the econ- 
omy; education and culture; external affairs; the SAR flag; 
the legal status of and interpretation and amendment of the 
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_and the concept of residual powers. Lee, who also serves on 










asic ith the transition from 
colonial rule. 
Two key issues were raised at the meeting: the relation- 

between the Chinese Constitution and the Basic Law 


Legco, said it was important to state clearly in the Basic Law 


| the relationship between the Chinese Constitution and the 


Basic Law so that Hongkong people would know which sec- 
tion of the Chinese Constitution would apply to the SAR. 
Hongkong BLDC members Szeto Wah and Maria Tam, both 
also Legco members, said the concept of residual powers for 


i the SAR should also be included in the draft structure. 


The initial response from the Chinese BLDC members 
was cool. Both issues were said to be related to sovereignty, 
one of the most sensitive areas in the Chinese psyche. The 
Chinese said since the Chinese Constitution was a superior 
document, it was inappropriate to try to put limits on it in the 
Basic Law. BLDC and BLCC member Peter Kwong, Angli- 
can Bishop of Hongkong, said one way out was to amend the 
Chinese Constitution. 

Xinhua officials in Hongkong told the REVIEW Peking 
had considered amending the constitution during the Sino- 
British negotiations, but rejected the idea because they felt 
that constant amendments to it would not inspire confidence. 
The current constitution, 
promulgated in 1989 is the 
fourth since the founding of 
the people’s republic in 
1949. 

Some Hongkong BLDC 
members threatened to vote 
against the draft structure if 
their suggestions were not 
accepted. In the end, the 
Chinese agreed to accom- 
modate their ideas and re- 
volt was averted. However, 
four Hongkong BLDC 
members still voted against 
the BLDC working proce- 
dures, saying they objected 
to the format rather than 
the content. Although it 
was not a very significant 
item, the fact that four 
Hongkong people dared to 
say no to Peking was taken as an indication that some BLDC 
members wanted to show they were not just yes-men. 

It is understood that during the two years of Sino-British 
negotiations, issues concerning the relationship between the 
Chinese Constitution and the Basic Law, residual powers for 
the SAR and the right to interpret and amend the Basic Law 
were not discussed, because the British felt those were affairs 
between Peking and the SAR. To the British, the joint dec- 
laration describes the end result, and does not lay down the 


means to accomplish it, which is a task for the BLDC. 
Bs in Hongkong during his January visit. The 

section on the political system and labour-welfare 
benefits contained diametrically opposing views, from ultra- 
conservative to liberal. Szeto said the report highlighted 
many internal contradictions in Hongkong, and Hongkong 
people had to find a consensus. Observers say the wide spec- 
trum of opinion expressed gave the Chinese ample room for 
manoeuvre. “They can pick anything they like and say they 
have listened to Hongkong public opinion," said a BLCC 
member. 

During Lu's visit, some Hongkong people urged him to 
act quickly on the section in he Basic Law dealing with the 
SAR political system. Since Chinese leaders had repeatedly 
said the SAR political structure must be decided by the Basic 
Law, some in Hongkong were concerned that political re- 
forms by the Hongkong Government in the transition period 
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might not "converge" 
serious ructions. F 

The Hongkong Government is planning to conduct a 
review of political developments in May 1987. Some Hong- 
kong people have urged Peking to release an early draft of 
the Basic Law next year, to coincide with the Hongkong 
Government’s green paper (consultative document), in 
order not to let the British seize the initiative. While Peking 
has rejected the idea of publishing part of the draft Basic Law 
a year earlier than planned, the sub-group on the political 
system will be reporting its findings and recommendations to 
the BLDC in July 1987. | 

The decision has alarmed some Hongkong Government 
officials. One said he was “curious” about the timing. Exco 
and Legco unofficial (non-civil servant) member Allen Lee 
was more forthcoming; he said the decision gave the public 
the impression that “Peking was trying to pre-empt the 
Hongkong Government's 1987 review." He said China 
should not rush into a decision on the SAR political system. 
“It should take plenty of time to observe, otherwise it may 
make unnecessary mistakes," he said. 

Lee warned that China's action might pose a problem for 
"convergence" — the dovetailing of political developments 
with the drafting of the Basic Law — because its action would 
be seen as an attempt to dic- 
tate the pace of political re- 
forms in Hongkong. He 
took the 23 Hongkong 
BLDC members to task for 
not speaking out against the 
decision. 

Lee had repeatedly said 
China wanted to pre-empt 
the Hongkong  Govern- 
ment's political review and 
had urged the authorities to 
bring it forward, but with- 
out success. However, Szeto 
said the arrangement and 
timing were good for "con- 
vergence." This view was 
not shared by some Hong- 
kong people, who wanted to 
see a serious and indepen- 
dent review in 1987 to ascer- 
tain the wishes of the popu- 
lace. Such people are worried that once Peking has made 
known its desires, many Hongkong people will be too afraid 
to voice opposing views. 

Concern has also been expressed over the appointment of 
BLDC and BLCC member Louis Cha, publisher of the 
Chinese-language daily Ming Pao, as a co-convenor of the 
political sub-group. Shortly before the BLDC meeting, Cha 
urged the Hongkong Government to postpone any decision 
on direct elections to Legco until the Basic Law is drafted, in 
order to avoid conflict with Peking. The appointment of Cha 
was seen as Peking's endorsement of Cha's views. Cha 
caused further controversy by saying the proceedings of his 
group would be strictly confidential, sparking off worries that 
Hongkong may be presented with a fait accompli. 

Now that the drafting of the Basic Law has begun in earn- 
est and the Hongkong — * is preparing to conduet 
its 1987 review, the question is whether Hongkong people 
will seize the opportunity to speak their minds to both gov- 
ernments — and whether they will be listened to. 

For Hongkong people to be taken seriously by Peking and 
London, a consensus has to emerge on what needs to be 
done. But none is in sight, despite the formation of more po- 
litical groups — the latest being the grassroots-based Hong- 
kong Association for Democracy and People's Livelihood, 
which aims to fight for prosperity and stability as well as so- 
cial justice and democracy. As long as Hongkong people fail 
to get their act together, there is a real danger that their fu- 
ture will again be decided by the powers that be. 
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centres in the world with the highest density of 
telephones per capita in South East Asia. 


Keeping the people and businesses of 
Hong Kong in touch with each other and the 
rest of the world takes some of the world's 
most advanced communications systems. 
Developed and built by the Cable and Wireless 
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This is why most of the major international 
corporations have already chosen Hong Kong 
as the hub of their private communications 
network within the Asia region. However large 
or small your requirements, we provide ser- 
vices that will add value to your business. 
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The Cable & Wireless Group in Hong Kong. 
In touch with tomorrow. 


Cable & Wireless (HK) Ltd. + Hong Telephone Company Ltd. 
Asiadata Lid. + Cable & Wireless Systems Ltd. « Communication Services Ltd. 
Integrated Business Systems Ltd. + Computasia Ltd. 
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Hutchison. 


Weare in all the major arteries of business 
in Hong Kong—very successfully. And the 
outlook is distinctly bright. 

Think of Hong Kong, and you must think of 
Hutchison. Our interests are broad and they touch 
every aspect of commerce and life. 

By all means think of Hutchison as a trading and 
retailing group — we're the largest in the territory. 
But we are property too and currently investing 
HK54 billion in building more homes for the people 
of Hong Kong. 

We are also electricity, communications, whole- 
saling and distribution, manufacturing, quarrying, 
concrete and asphalt. And we have a substantial 
share in the major English newspaper and one of 
the most successful hotels. The lifeblood of Hong 
Kong passes through our container terminal — the 





largest privately-owned one in the world. 

Our connections with China are excellent and 
we re developing selective opportunities in the vast 
potential offered by that market. 

So although our roots go back over 100 years, 
it's the future where our focus is firmly fixed. Our 
base is Hong Kong. And we know Hong Kong better 
than anyone. 

For our Annual Report, which will give you 
a clear insight into our strengths, diversity and 
human resources, write to: The Lord Derwent 
L.V.O., Managing Director, Hutchison Whampoa 
(Europe) Ltd., 9 Queen Street, London WIX 7PH, 
U.K. Or to: A.C. van der Linden, 

Company Secretary, Hutchison Whampoa 
Limited, 22nd Floor, Hutchison House, 
10 Harcourt Road, Hong Kong. You ll 
see why...Hutchison is Hong Kong. 


Hutchison.We mean business in Hong Kong. 


POLITICAL PERSONALITIES 


Walking with kings 


— but losing the 
common touch? 


By Emily Lau 


A 


s the Chinese saying goes: opportunities create heroes. 
But the historic transition has so far failed to produce 
charismatic leaders to galvanise the hopes and fears of 

the people in the manner of Singapore’s Lee Kuan Yew. Nor 

has Hongkong produced political figures with the mettle and 
the long-term commitment to fight for their ideals, and who 
will not run away when the going gets rough — figures like 

Poland’s Lech Walesa or the Philippines’ late Benigno 
Aquino. Instead, Hongkong — x 
has spawned a growing 
number of often obsequious 

- NU who are con- 





inced that their salvation 
ies in keeping quiet and toe- 
ing their new masters' line. 

Profiled here are several 
prominent political figures 
who are in a position to influ- 
ence developments in the 
next few years. They are 
either members of the Basic 
Law Drafting Committee, 
the BLDC, which is Peking's 
stamp of approval, and/or 
members of the Hongkong 
Governments Exco or 
Legco. 

One prominent political a 
figure is Martin Lee QC, 47, an unofficial 
(non-civil servant) member of Legco and a 
BLDC member. Lee, a former chairman of 
the Hongkong Bar Association, entered poli- 
tics only a few years ago, following a success- 
ful and lucrative career. 

In May 1983, Lee joined a Hongkong del- 
_,egation to Peking to tell Chinese leaders 
hat many Hongkong people had no confi- 
Jence in China's proposal of Hongkong peo- 
ple ruling Hongkong. The delegation said 
the idea could not preserve stability and pros- 
perity because it was conceptually difficult 
to understand and impossible to iesu 
since socialism and capitalism were basically 
incompatible. 

Despite his reservations, Lee was high- 
ly regarded by the Chinese and was ap- 





pointed to the BLDC in 1985. Last September, he was 


elected as the legal constituency's representative to 
Legco in  Hongkong's first-ever indirect elections. 
Since then, he has become one of the most out-spoken 
politicians, questioning Peking's sincerity in giving 
the future SAR a high degree of autonomy and challeng- 
ing sensitive Hongkong Government decisions such as 
the use of the Exchange Fund to bail out ailing finan- 
cial institutions and the safety of China's Daya Bay nu- 
clear-power plant, to be built across the border from Hong- 
kong. 

Lee's confrontational tactics must have shocked and out- 
raged Chinese officials who recommended his appointment 
to the BLDC. His defiant actions in Legco, such as advocat- 
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ing sending a delegation to London to fight for more conces- 
sions in the proposed British National Overseas passports 
and voting against the annual budget, did not endear him to 
the administration. But it was his call for direct elections to 
Legco that made him a troublemaker in the eyes of the busi- 
ness community. 

Lee's outspokenness is widely supported by Hongkong 
people, but many wonder how long he will be around. Some 
professionals criticise his arrogance and his political naivete. 
Others question his motives, saying they are self-serving. 
However, in the quicksand of Hongkong politics — where 
people constantly shift ground to preserve their positions 
— Lee’s candour and forthrightness are a breath of fresh 
air. 

Another influential personality is Sir Yue-kong Pao, 67, 
shipping and business magnate and a vice-chairman of the 
BLDC. A fast mover in the world of high finance and diplo- 
macy, Pao makes a habit of being photographed with inter- 
national dignitaries. Like other refugees from Shanghai, Pao 
fled to Hongkong in 1949 when the communists came to 
power. Since then, he has amassed a substantial fortune 
— his public companies alone account for 8% of Hong- 
w^ kong's stockmarket capitali- 
sation. 

Withea large part of his 
fortune invested in Hong- 
kong, it is not surprising that 
Pao has taken an active in- 
terest in the territory's fu- 
ture. He was a frequent vis- 
itor to Peking during the 
Sino-British negotiations 
and has contributed millions 
of dollars to the building of 
hospitals and schools in 
China. In November 1985, 
during the controversy over 
the so-called election of 
the BLCC standing commit- 
tee, in which the direc- 
tor of the Xinhua news- 
agency Hongkong branch 
Xu Jiatun was involved, Pao came out and 
took the blame. 

On future political developments, Pao has 
said Hongkong should be ruled by a handful 
of people who have made the territory pros- 
perous. He is an archetypal Hongkong con- 
servative who has no time for representative 
government and is determined not to let what 
some see as democratic nonsense get in the 
way of making money. 

In December 1985, the head of China's 
Hongkong and Macau Affairs Office, Ji 
Pengfei, chairman of the BLDC, visit- 
ed Hongkong as a guest of the govern- 
ment and of the BLDC vice-chairmen. 
One BLDC vice-chairman said Pao spent 
most of the time with Ji pleading the 
case of the embryonic airline Dragon- 
air, which has one Boeing 737 and plans to set up routes to 
China. Pao is Dragonair's chairman. 

Given Pao's extensive commercial interests in Hongkong 
and on the mainland, his autocratic style of operation and his 
blatant attempts to muscle in on government decisions, he is 
sure to have a significant impact on the political scene as 
developments unfold in the next few years. 

Another increasingly influential figure is Louis Cha, 62, 
publisher of the Hongkong Chinese-language daily Ming 
Pao. He is on the BLDC and the BLCC standing committee; 
it was his appointment as a co-convenor of the BLDC's poli- 
tical sub-group in April that catapulted him to the forefront 
of political developments. 

In the past few years, Ming Pao has taken a pro-Peking 
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line. Cha has also been outspoken against democracy, saying 
it would invite Peking's interference. Shortly before the 
BLDC meeting in Peking in April, Cha gave two keynote 
speeches in Hongkong. In the first, he emphasised the impor- 
tance of the freedom of the press and said he would close 
down his newspaper and leave Hongkong in 1997 if there was 
no freedom. This was scen as an attempt to bolster his repu- 
tation and to demonstrate his journalistic principles. 

To make himself acceptable to Peking, Cha made a sec- 
ond speech opposing direct elections. He called on the Hong- 
kong Government to postpone any decision on direct elec- 
tions until the Basic Law is drafted in 1990, to avoid conflicts 
with Peking. In order not to be pre-empted by the British, 
Cha's group will soon begin work analysing the political situ- 
ation and will make recommendations to the BLDC in July 
1987. A senior Hongkong Government official said the 
Chinese would probably be unhappy to see direct elections 
introduced in Hongkong without Peking's blessing. There- 
fore, they may use Cha's group to seize back the initiative. 

Like many in Hongkong, Cha does not have faith in the 
communists and feels uncertain, if not apprehensive, about 
the territory's long-term future. He has said he has found no 
foreign bolt-hole, but admits || — — 
this is not a problem. He said |: 
he may retire in Singgpore or 
Taiwan. 

Another key figure is 
Lydia Dunn, 45, an unoffi- 
cial member of Exco and 
Legco. She was not ap- 
pointed to the BLDC and re- 
fused to join the BLCC. 
Dunn is an executive direc- 
tor of Swire Pacific, chair- 
man of the Hongkong Trade 
Development Council and a 
close personal friend of At- | 
torney-General Michael | 
Thomas. | 

Dunn was appointed to d 
Legco in 1976 and promoted ‘Dunn. 
to Exco in 1982. She owed t 
her rapid rise to colonial patronage as much | 
as to het ability. Last year, Dunn was ap- 
pointed senior member of the reorganised | 
Legco. Colleagues said she has tried to alter | 
her aloof image to be more in touch with the 

| 





people. But her main task in the new-look 
Legco was to rein in the 24 indirectly elected 
unofficials and to ensure their support for 
Exco decisions. 

Dunn was one of the first Exco unofficials 
to support elections to Legco and to Exco and 
a ministerial form of government, but she has 
faded quietly into the background. Some 

overnment officials said she is preserving 
er position for the future. To do that, she 
must avoid treading on any government's 
toes. One rumour has it that her name was 














mentioned by Chinese leaders as a potential 
SAR chief executive. Others have said she would probably 
not be around in the early 1990s, and that her greatest ambi- 
tion is to be the first woman in Hongkong to receive a knight- 
hood. 

Another name that has been bandied about as a potential 
SAR chief executive is that of David Li, 47, a BLDC vice- 
chairman and Legco unofficial representing financial institu- 
tions. He is director and chief manager of the Bank of East 
Asia and has been described as a pro-Peking banker. His re- 
sponse is: "I'm a hired gun, I work for people who pay me.” 
Some Hongkong Government officials are appalled that the 
Chinese could contemplate appointing Li to any senior gov- 
ernment post because of his lack of experience and under- 
standing in public administration. 


Li's bank has been active in China since the late 1970s 
and its branch in Shanghai was one of four foreign banks 
permitted to remain after the communists came to power. 
Serving with Li on the BLDC is his uncle Simon Li, à 
Hongkong Supreme Court judge. Another uncle, Ronald Li, 
chairman of the Stock Exchange of Hongkong, sits on the 
the BLCC. 

Li's appointment as a BLDC vice-chairman has led to 
speculation, particularly in the English-language press, that 
he is earmarked for high positionsin the SAR. Born in Lon- 
don and holder of a British passport, Li would have to re- 
nounce his British nationality if he wanted such status in the 
SAR. iig 
"Like many others, Li has kept mum on Controversial sub- . 
jects. Some observers say this is the best Way to get om in 
Chinese politics. His refusal to speak out las angered even 
some of his BLDC colleagues, who accused him of constantly 
toeing the Peking line and not speaking out for Hongkong 
people, an accusation Li has denied. 

A man who has been making a lot of running of late is 
Szeto Wah, 55, a BLDC and Legco member. Szeto is a veter- 
an pressure-group leader and president of the 30,000-strong 

rud 6e Hongkong Professional 
Teachers Union. His cousin, 
Szeto Keung, is the deputy 
head of the foreign-affairsy 
department of Xinh@a’ 
Hongkong branch. Unlik 
many Hongkong people who 
do not have a strong sense of 
cultural identity, Szeto takes 
great pride in being Chinese. 

In the. past, Szeto has 
been an outspoken critic 
of the Hongkong Govern- 
ment's education and laboug 
policies and a strong support 
er of democratic reforms. 
Last year he was elected to 
the government's labour ad- 
visory board and to Legco as 
——— the teaching profession's 
representative, and was appointed to the 
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| BLDC by Peking. Because of his past in- 
| volvement in pressure-group politics and his 

I| participation in demonstrations and rallies, 

he is regarded by some in business circles as à 

radical and a troublemaker. 

| Over the past year, Szeto has been trying 

| to change that image to make himself more 





| he may be caught between the devil and th 
| deep blue sea. There is little sign that people 
| in business and commerce are less suspicious 
of him or have accepted him. On the other 
hand, he has already been accused of com- 
promising by some trades unionists. 

Another ambitious figure is Exco and 
Legco unofficial Maria Tam, 40, also a 
member of the BLDC. A barrister, Tam 
has literally given up her law practice in the past few 
years to become a full-time politician. Tam has been 
active in public affairs for a number of years, but it was 
in 1979 that she formally entered politics. That year she 
was elected to the Urban Council (Urbco), a municipal 
body responsible for hygiene, culture and the environ- 
ment. 

Tam is the daughter of a former police station ser- 
geant who retired to Canada nine years ago, and a key part 
of her power base lies with the police, especially members 
of the Royal Hongkong Junior Police. Officers. Associa- 
tion. 

In the past few years, Tam’s rise to political prominence 
has sometimes been described as meteoric. In 1981, she was 


———— nó 


acceptable to the establishment. In so doing * 


" 
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Arno Semadeni, 
Senior Vice President, 
—** Exchange, 
with Werner Stalder, 
Vice President, 
Foreign Exchange 
and Treasury. 





Swiss Bank Corporation: The professional interface. 


When the markets are racing 
to keep up with the news, 





- 





the news can't keep up with the markets. 


The financial markets never stop, and the 
pace in foreign exchange can get dramatic. 
With information flooding in at electronic 
Speeds, you need to sift out what's new and 
what's not, and what's relevant to you. 

You can't keep up with the whole world, but 
you can work with a partner who's in the 
markets constantly. A professional whose 
advice and timing you can rely on. 

Try us out in foreign exchange, and find out 
what we can do for your business 

wherever your business takes you. 


Swiss Bank Corporation 
Schweizerischer Bankverein 
société de Banaue Suisse 


The key Swiss bank 


General Management in CH-4002 Basle, Aeschenplatz 6, and in CH-8022 Zurich, Paradeplatz 6. Over 200 offices throughout Switzerland. Worldwide 
network (branches, subsidiaries and representatives): Europe: Edinburgh, Frankfurt, London, Luxembourg, Madrid, Manchester, Monte Carlo, Paris. 
North America: Atlanta, Calgary, Chicago, Houston, Los Angeles, Montreal, New York, San Francisco, Toronto, Vancouver. Latin America: Bogotá, 
Buenos Aires, Caracas, Lima, Mexico, Panama, Rio de Janeiro, Sáo Paulo. Caribbean: Grand Cayman, Nassau. Middle East: Bahrain, Cairo, Tehran. 
Africa: Johannesburg. Asia: Hong Kong, Osaka, Singapore, Tokyo. Australia: Melbourne, Sydney. 
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appointed to Legco and two years later, promoted to Exco as 
well, because the government wanted someone with grass- 
roots connections. For three years, Tam was the only unoffi- 
cial who sat on Exco, Legco, Urbco and a district board. One 
major criticism of Tam is that she does not want to get on the 
wrong side of anybody; she seldom takes a stand on contro- 
versial issues. 

Tam’s rapid rise has caused great jealousy among some 
Legco unofficials who have served on the council longer. 
This was clearly displayed during the 1985 controversy over 
the Legco Powers and Privileges Bill, in which the govern- 
ment was accused of expanding the powers of Legco at the 
expense of the rights of the general public. Tam was made to 
look like a scapegoat by some unofficials in a bureaucratic 
bungling in which both the government and the unofficials 
should have been held re- 
sponsible. In the end, the 
bill was heavily amended 
and Tam’s prestige suffered. 

But the episode did not 
affect her enthusiasm for 
politics. In May 1985, she 
was appointed by Peking to 
the BLDC, a move which 
further added to her politi- 
cal clout. In June, Tam an- 
nounced the formation of a 

litical organisation, the 

rogressive Hongkong So- 
ciety (PHS), with herself as 
chairman. 

PHS clearly had ambi- 
tions to be à political party, 
but when some core mem- 

— — bers approached Xinhua 
newsagency's Hongkong branch, they were told that while 
Xinhua always welcomed organisations aimed at promoting 
economic prosperity, it hoped PHS was not a political organi- 
sation. As a result, PHS only called itself *a broadly based 
organisation" which works for Hongkong's prosperity and 
stability and promotes “one country, two systems." Because 
PHS members include financiers, businessmen, profession- 
als and grassroots representatives, it was difficult for them to 
agree on a common programme. As it turns out, the group 
has no clear position on most major issues, but given the dearth 
of political organisations in Hongkong, the PHS is still a force 

— to be reckoned with. 

A possible rival of the 
PHS had been à much 
talked-about political party 
led by another Exco and 
Legco unofficial, Allen 
Lee, 46 and an indus- 
trialist. A few months ago, 
Lee abandoned his plan, 
accusing Peking of being 
unwilling to give power to 
Hongkong people. There 
was speculation that Lee 
had succumbed to Chinese 
pressure and that business- 
men who promised to fi- 
nance his party had with- 
drawn their support. Lee 
has considerable business 
ties with China. 

Some months ago, Tam invited Lee to join PHS, but he 
declined. Yet it is clear Lee still harbours political ambitions. 
He has said he wanted to identify a number of good people 
and help them to get into Legco. It is still possible that Lee 
and Tam may team up to challenge other political groups. 
But since they are both Exco members, it would be difficult 
for them to appear independent in the eyes of the Hongkong 
public. o 
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A LONDON VIEW 


When all's said 
and done, wider 
interests prevail 


| ondon has consistently maintained that it has a moral 








responsibility to ensure that the Sino-British joint 

declaration is successfully implemented, but many peo- 
ple in Hongkong are firmly convinced that Britain has 
washed its hands of the territory. So far as arrangements for 
the transition period are concerned, London's view is that 
the joint declaration is a good agreement reached after two 
vears of difficult negotiations with China, and it is up to 
Hongkong people to make it work. 

During the transition period, one of the most important 
and contentious issues is changes in the political system. 
Many Hongkong people concerned with long-term political 
developments feel that what little enthusiasm Britain ha 
two years ago in trying to push through democratic r 
forms, it has been obliterated by Peking's express displeasur 
over the pace of political change in Hongkong. There has 
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also been pressure from Hongkong's powerful conservative 
businessmen, who want to preserve the status quo so they 
can make money for a few more years before getting out in 
1997. 

Despite the clamour for change by a vociferous minority, 
the British and Hongkong governments are aware that Pe- 
king wants political developments to be dictated by the Basic 
Law and that the vast majority in Hongkong is either too 
frightened, apathetic or resigned to voice its opinion. 
Therefore, cynics say, Britain will most likely fudge the issue 
and muddle through. Britain will pay lip service to demands 
of political groups, but will not act contrary to the wishes of 
Peking. 

This perception was partly based on Britain's failure to re- 
spond to Peking's accusation in November 1985 that the Bri- 
tish Government had deviated from the joint declaration, a 
clear reference to the pace of political change in Hongkong. 
The remark was made by Peking's representative in Hong- 
kong, Xu Jiatun, the director of the official Xinhua news- 
agency's Hongkong branch, at a now famous news confer- 
ence. By not publicly slapping down Xu and challenging the 
Chinese to produce evidence of deviation, the British gave 
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many in Hongkong the impression it had lost the battle for 
representative government. " 

To many Hongkong people, both within and outside the 
government, all London wanted was a peaceful transition 
and no confrontation with Peking. Once the joint declaration 
was signed, Britain felt it had done its best for Hongkong. 
This was despite the fact that a majority of Hongkong people 
said they accepted the joint declaration with deep reserva- 
tions because they could only take it or leave it; and if they re- 
jected the joint declaration, they would risk a disorderly 
transition to Chinese rule. Even in negotiating Hongkong's 
future, there was strong suspicion that Britain was mainly 
looking after its own interests. 

British officials hotly denied such allegations and disag- 
reed with Peking's view that the future of Hongkong should 
be seen in the context of Sino-British relations. Chinese offi- 
cials are upset with people who accuse Britain of selling 
Hongkong down the river, saying that is provoking confron- 
tation between London and Peking, which is unhelpful to the 
implementation of the joint declaration. The Chinese feeling 
is that even if the British had been cornered into a position in 
which they had little room for manoeuvre, they should not be 
publicly ridiculed. To the Chinese, there is always the danger 
the British may be forced to play their final card — im- 
mediate withdrawal. 

During the transition period, it is the duty of the outgoing 
colonial administration to preserve prosperity and stability. 

TN its paramount task is to set up a system of government 
which will have the “high degree of autonomy" promised in 
the joint declaration. The view from London was that the 
transition would be "very difficult" and the problem was 
compounded by jitters in Hongkong. 


— —— 





o prepare for the transfer of power in 1997, London said 

I there would have to be fundamental changes in a few 

areas, but it is becoming increasingly apparent that 

| whatever changes London proposes, they would have to be 
approved by Peking. Top of London's list for changes is to 
have a fully elected Legislative Council, or Legco. The pre- 
sent lawmaking advisory body has 24 indirectly elected mem- 
bers and 32 appointed members, of whom 10 are senior offi- 
cials. One of the key issues to be addressed is whether Hong- 
kong should have one-man, one-vote direct elections to 
Legco, as in a democracy. 

But most important is the exact form of the SAR execu- 
tive. How are the SAR chief executive and his or her princi- 
pal officials going to be selected and what mechanisms are re- 
quired to make the executive "accountable to the legislature" 
as stipulated in the joint declaration? Hongkong laws would 
also have to be changed to give the territory a de facto high 

|» degree of autonomy. 

Some of these issues will be examined in the Hongkong 
Government's 1987 review of political developments. Unlike 
similar exercises in the past, in which the government stated 
clearly what the options were and what it preferred, it is 
widely assumed that in next year's review, the government 
will not make any recommendations on what course to take, 
but will just list a series of options. “The ball will then be 
firmly in the Hongkong people’s court, and they will have to 
tell Peking and London what they want,” said one observer. 
It is hoped that London and Peking will not wish to fly in the 
face of local public opinion. 

At the same time, London does not want to be accused of 
trying to force democracy down Hongkong's throat. Besides 
pressure from Peking to slow down the pace of political re- 
forms, there is also concern among the Hongkong establish- 
ment that Western-style democracy may not be in Hong- 
kong's best interests. 

There is also genuine concern among senior local civil ser- 
vants and professionals that democracy is unsuitable for 
Hongkong, and that London's attempt to introduce it in 1984 
was just for the sake of getting parliament's endorsement on 
the joint declaration. While many people are quick to dismiss 
democracy, few have come up with an acceptable way of 
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forming an SAR government capable of safeguarding the | 
a and freedoms currently enjoyed by Hongkong peo- - 
ple. 

More significantly, if Peking continues to make its dis- 
pleasure with political change apparent in coming months, it 
is feared London may back off completely, turning the 1987 
review into a cosmetic exercise. The performance of senior 
Hongkong Government officials has fuelled suspicions that 
the government is too ready to toe Peking's line. In October 
1985, Hongkong's Chief Secretary Sir David Akers-Jones 
said there was no widespread support for direct elections. 
This was in spite of the government's own admission in a 1984 
white paper on representative government that "there was 
strong public support for the idea of direct elections but little 
support for such elections in the immediate future." 

Since Xu's news confer- 
ence, the British have been 
forced into discussing poli- 
tical reforms with China in 
the Sino-British Joint 
Liaison Group (JLG), a 
diplomatic body set up to 
implement the joint dec- 
laration. British foreign 
minister Timothy Renton 


said ig January he agreed 
with Peking that political 


changes in the transition 
period must “converge” with 
the Basic Law. If not, 
“there obviously could be a 
very unpleasant jolt some 
time after '97," Renton said. 

He used a railway-track 
— — —,e analogy to explain the term 
convergence: “We are creating a set of railway lines that lead 
up to 1997. The Chinese will be creating a set of railway lines 
that lead on from 1997. The need is to see that those two rail- 
way lines meet together at a crossing point.” Renton did not 
explain how convergence could be achieved. 

London is worried that the findings of the 1987 political 
review may not converge with those of the Basic Law Draft- 
ing Committee (BLDC), the Peking-appointed body. Since 
Akers-Jones has said the Hongkong Government would 
show China the 1987 review before its public release, there is 
growing suspicion that London might give Peking the right of 

SOUTH cruna Monwa POST. Veto OVET its contents. 

A slightly different 
scenario is for the two coun- 
tries to thrash out their dif- 
ferences behind closed 
doors, probably in the JLG 


aversion to confrontation 
with Peking, the Chinese 
may be able to dictate what 
they want. The JLG meet- 
ings are a continuation of 
the secret Sino-British 
negotiations in which the 
Hongkong people are not 
represented. 

Working in tandem with 
the Hongkong Government 
is the BLDC political sub- 
. group, which will report to 
| the BLDC in July 1987. The group is already under fire for 
| proposing to keep its proceedings confidential. Besides the 
| nitty gritty of political reforms, the exercise should also 
| be used as a chance to involve Hongkong people in deciding 
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ssing point. ' 
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their political future. The degree of openness adopted by f 


the two governments in the process will be taken as an indica- 
tion of how prepared they are to share power with the peo- 
ple. — Emily Lau 


meetings. Given London's © 
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gaze with a 
happier message 


By David Schlesinger 


or Hongkong residents worried about life after 1997, a 
F glimpse of hope TN be found in an analysis of the way 
Hongkong society has been portrayed in the pages of 
the Canton party newspaper. Nanfang Ribao (Southern 
Daily). From March 1980, when the newspaper began run- 
ning blocks of stories on life in Hongkong and Macau, during - 
the difficult negotiations on the future and right through to 
the actual signing of the accord between China and Britain 
in 1984, there was a steady softening in the coverage. In 
the end, Hongkong news was being treated by the same 
standards as news from the rest of China. The figures nearly 
matched party General Secretary Hu Yaobang's ideal for 
news-gathering — 80% posu and only 20% seamy. 

. Until December 1980, the series appeared monthly, with 
six or seven stories each time. During this first incarnation, 
the series was called Hongkong and 
Macau News. On 9 May 1980, in a rep- 
resentative collection, articles ap- 
peared on computerised traffic con- 

trol. genetic engineering, the expan- 

sion of Macau's electronics industry, 

a football riot and an unemployed 

worker who tried to burn his family to 

death. During its first eight months, 
the series probably did not have much 

Poe because of its infrequency. It 

did, however, always appear on the 

second page, so those interested had a 

definite place to look. 

On 24 December 1980, the series 
changed its name to A Glimpse of 
Hongkong and Macau, and with this 
name it seemed to acquire a definite 
identity. Almost immediately, the 
frequency increased. The glimpse 
was given on average once every 
12 days. with each insertion con- 

M taining an average of four stories. 

The location shifted to page three, z prasman, Raanrens 

and the tone became distinctly nega- *. meee 

tive. Stories giving a negative view 
of Hongkong’s society or economy accounted for 73.3% of 

the series’ content during 1981. 

These negative stories included reports of hapless emigres 
who could not survive in the world of Hongkong and Macau 
(Why did he want to commit suicide? — 24 December 
1980). Stories of immigrants were reported second-hand and 
impersonally; they did not have what might be assumed to be 
the happy ending of the protagonist's seeing the light and re- 
turning to the interior. Thus the impression given was ex- 
tremely negative. 

Other stories were head-shaking indictments of societal- 
pressures ("Why does Hongkong have so many cases of child 
abuse?" — 29 March 1981). Such stories were not just rhetor- 
ical questions; the answer was given plainly. The reasons for 
child abuse, for example, included emotional problems, per- 
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sonality disorders, marriage problems, economic pressures? | "disturbances were an isolated problem with a particular 


and bad living conditions. While the comparison with condi- 


David Schlesinger is a graduate student at Harvard University. 
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... Crime in Hongkong and Macau was an important theme 


v x 
stip 


. throughout the series. Youth crime, drugs, illegal societie 
and corruption — all figured prominently. Problems were 
mentioned relatively briefly and factually, with the lesson or 
point left to the reader to infer. For example, the continuou 
increase in youth crime over the past nine vears in Hongkong 
was presented as if it were simply a statistical fact, but there 
was no information given as to why that fact should be 
printed when it was (6 June 1981), or what connection tha 
fact had with any larger purpose. ye 

Other recurring themes were inflationary pressures, edu- 
cational competition and the difficulty of finding affordable 
housing. The few positive stories involved the increase ir 
trade with China, the building of pedestrian walkways and 

the healthy tourist industry. Throughout 1981 the mix o 

stories was almost unrelievedly negative. Only in February 

and March did positive reports outweigh negative ones, anc 

these were all on economic, not social issues. p 

In April 1982, the series changed its name to the more 
neutral Hongkong and Macau Reports. It was to keep this 
name for almost two years, during which time the frequency 
increased to once every 10 days. However, the number of 
stories printed each time decreased, from five in 1982 tc 

three in 1983. — m 

In 1982, 55.9% of all stories gave a negative impression ol 

Hongkong society; 23% gave a positive impression, anc 

21.1% were presented objectively. By 1983, however, posi- 

_tive and negative reports balanced 

each other out: 35.5% were negative, 
39.4% positive and 25.2% were pre- 
sented objectively. i a 
Although the type of story printed in 
the renamed series was very similar to 
those that went before, certain stories 
were presented in a more timely man- 
ner. A typical report on inflation in 
Hongkong was tied to the budget speech 
of April 1982. Once Xu Jiatun arrived 
in Hongkong as head of the local office 
of the Xinhua newsagency, his doings 
appeared in the Hongkong and Macau 
Reports. The move to becoming more 
a digest of current events also was ap- 
parent in the reprinting on 6 January 
1984 of the Hongkong newspaper Wen 
Wei Po’s list of the top LO stories of 1983. 
The most difficult story for the 

Hongkong and Macau Reports to 

cover was the taxi strike and sub- 

sequent disturbances in Kowloon in 

January 1984, for in Hongkong these 

events were widely seen as expressions 

j of public frustration over an uncertain 

future. With the steady change towards a more current- 

events format, the series clearly could not ignore the issue. 

Nanfang Ribao chose to handle the story as an object lesson. 

on problems in Hongkong's system. * 
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he newspaper recounted a history of disturbances by 

i bad elements in society, blaming all trouble on con- 
sumerism, materialism and rising taxes, as well as a lack 

of trust by youth in their government. Hongkong’s spoiled 
youth were the main culprits: *The system of nine years' free 
education has only solved the problem of quantity; it has not 
solved the problem of raising students’ quality," it said. — 
The article ended with the comment: "Today's youth lack 

a goal in life, have unstable emotions, seek the so-called 
'change every second'." In case any readers still thought the 


catalyst, that same day's series contained a dramatic render- 
ing of housing problems, enumerating Hongkong's so-called 
box people, cave people and truck-bed people. The impres- 








sion was that January 1984 was 
not a special moment in history, 
rather that the disturbances 
were just one manifestation of 
the many, deep-seated problems 
in Hongkong’s society. 

The reaction to the disturb- 
ances was a last sound of the ne- 
gative tone which had dominated 
the series since its inception in 
L980. As the talks on Hongkong’s 
future reached their denouement, 
the series became a means to wel- 
come Hongkong into the fold. On 
| March 1984, the series changed 
its name once again, this time to 
the optimistic Today's Hongkong 
and Macau. This new version be- 
came a fixture of every Thurs- 
day's issue and moved back to 
the more prestigious second 
page. Additionally, the number 
of stories printed each day climb- 
ed to more than five. 

Also dramatic was the change 
in the type of stagy printed. 
While the language and tone of 
the stories were fairly constant 
between 1980-83, with only the 
mix of stories changing, in To- 
day's Hongkong and Macau there 
was a new emphasis on positive 
business, economic and social 
news. On 29 March 1984, for 
example, articles appeared on 


Ocean Park, the publishing industry, a Bank of China invest- 
ment in a Macau bank, a manners campaign by the tourist in- 
dustry and the increase in foreign investment in Hongkong. 

Negative stories still appeared, mostly about inflation 
and housing difficulties, but they were greatly outnumber- 
ed by the positive ones. Negative reports on the seamy side 
— close to Hu's ideal — 


of life accounted for but 22.7% 


while stories giving a positive impression made up nearly 
half of all reportage. News presented objectively made up 
the remaining 28.8%. The overwhelming positive tone ex- 
tended even to writing about Hongkong pop stars, such as 
one with the headline ‘Zhang Mingmin happily becomes 


bridegroom.’ 


The continuing series served several important purposes 
for Nanfang Ribao, and thus for the party. First, during times 


of general criticism, it al- 
lowed negative comments 
on Macau and Hongkong 
to be encapsulated, limit- 
ing the connections and 
inferences that could be 
drawn while still getting 
required criticism into 
print. This tactic can be 
seen clearly in July and 
August 1982, for exam- 
ple. During August espe- 
cially, the newspaper had 
heavy black headlines 
and stories about smuggl- 
ing and crime in the eco- 
nomic sphere. Yet these 
stories did not attack 
Hongkong directly, for 
that would have by exten- 
sion put the special eco- 
nomic zones (SEZs) in 
jeopardy. 

Criticism of Hong- 
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kong took the form of a large 
number of negative stories on 
Hongkong society within the 
series: 13 in July that vear, 10 in 
August. These stories were not, 
however, about economic crime. 
They concerned inflation, youth 
suicides, drugs, sex, the position 
of old people, the pressures of 
school life, as well as a counter- 
feiting ring — in other words, 
the usual mix of stories. 

By manipulating the fre- 
quency of insertion. and the 
number of stories printed, as 
well as the mix of stories pre- 
sented, the impression of Hong- 
kong that came through could be 
controlled in a very refined man- 
ner. Especially once the series 
settled down to appearing on a 
specific page on a specific day, 
the impression the editors 
wished to present was difficult to 
ignore. The concentration of 
stories within a box clearly was 
more effective than if they had 
been scattered throughout thc 
news pages. 


rom a low point in July 
1982, the general trend of 
the series was towards a 


positive, approving view of Hong- 
cong and Macau society. This 


trend continued despite the difficult negotiations on Hong- 
kong's future and despite China's internal shifts during this 
period. The series represented a separate agenda, powered 
Irom Canton, an agenda that had high on its list protecting 
the SEZs and ameliorating people's views of Hongkong. 
The message presented was not necessarily that Today's 
Hongkong and Macau was "Tomorrow's Canton." Even re- 
ports of technological or pharmaceuticals advances never 
stated the idea so explicitly. Rather, the message was 
that Today's Hongkong and Macau was not so different 
from the realities of today's Shenzhen, or even today's Can- 


This change of attitude could be called Hongkong-isation, 














but that would be misleading. While investment came from 
Hongkong compatriots, while ideas travelled with Hong- 


kong tourists, while pop 
music broadcast from 
Hongkong radio stations 
might fill the air, the 
change in attitude was 
powered from Canton. 
That change was not a 
passive response, either 
to internal directive or 
outside pressure. The 
trend of the stories print- 
ed and the space they 
received show that the 
change in attitude fol- 
lowed its own logic and 
its own timing. To call the 
changes a Hongkong-isa- 
tion of Canton would be 
to trivialise the more fun- 
damental change which 
did occur — the Canton- 
isation of coverage of 
Hongkong news in Nan- 
fang Ribao. Oo 
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That's quite a promise for a conventional 
mainframe to keep. 

Luckily, the new NCR 9800 is anything 
but a conventional mainframe. 
Its an evolution. 


HOW TO BUILD AN EVOLUTION. 
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The secret is architecture. 

Inside the 9800, we loosely couple 
powerful application processors (these do 
the work), with data storage processors 
(these manage the work flow). 

What does this mean to you? 

Say your business, like most, processes 
its transactions in peaks and spurts. A 9800 
can handie your work load better and ensure 
quicker response than a conventional main- 
frame of comparable power. 

You see, we developed a special 
"system memory" for your most frequently 
used files. And all the processors can share 
these files. Automatically. Whats more, the 
processors team up—again, automatically — 
during these peaks, so the system has the 
agility to process increased work loads, when- 
ever they occur. 

Sounds simple, but conventional main- 
frames can't do it unless someone writes 
complicated application software. 

With the 9800, it's part of the system. 

So the computer is more efficient, more 
economical, and very flexible. 


HOW TO GROW A MAINFRAME. 


The 9800 doesn't have to be upgraded 
in large pieces. 

It grows gradually, the way a business 
grows. 

You start with the power you need, and 


NCR9800 The evolution 
of the mainframe. 


er yo 






then you can expand in smaller increments 
than with conventional mainframes. 

You can even add job-specific modules 
to handle specific functions. 


IT'S MORE FAULT-TOLERANT 
THAN YOU ARE. 


Conventional fault-tolerant systems work 
one of two ways: Either by doing the work 
twice, which is unproductive, or by using a. 
software solution that slows processing down. 

We invented a more efficient system. 

Set up a 9800 for fault-tolerance and, if a 
module fails, other modules take over while 
continuing to do their own jobs. - 

It'll run during a processor failure. Or a 
software failure. 


It'll even run during routine maintenance 


or upgrading. 

It's built with 32-bit 
VLSI technology that has 
fewer components than 
conventional technology. 

So, the chance of a 
failure inside the 9800 
is very slim. 


Because if something isn't there, it can't - 


break. 
THE REST. 


. The 9800 was built to be an excellent on- 
line transaction processor and an excellent 
general purpose processor. 

So it can be tailored to do both jobs more 
economically than conventional mainframes. 

It's also an open system. 

And it uses SNA and X.25 communica- 
tions, so it can work together with other 
computers you may already own. 

it comes with popular software tools, like 
SQL and MANTIS” and with C, COBOL. and 
BASIC languages. 

And you have a choice of many ready-to- 
run solutions for business. 

And that's everything. 

Of course, to remember it all, you'd have 
to be a mainframe, too. 

50, you only have to know two things: 

It's called the NCR 9800. And for more 
information, contact your local NCR 
representative. 









NCR's 
highly-reliable 
32-bit VLSI 
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Imagine Hong Kong without Hongkong Land 


The name Hongkong Land has been 
synonymous with prime property in Hong Kong 
for almost a century. 


And that is truer than ever today. 


Hongkong Land Property is now one of the 
world's biggest landlords, a position achieved 
by offering only the best range of buildings in 
the best addresses with the best property 
management and value for money. 


These factors make it virtually impossible 
for a company which wants prime office space 
to even consider Hong Kong without 


Hongkong Land. 


For further information, please contact: 
Hongkong Land Property, tel: 5-8428389, 
telex: HX 75102. 


Hongkong Land 
Property 
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It pays to address yourself properly 














THE ECONOMY 


A placid surface 
hides opposing 
external currents 


By Philip Bowring 


s the second anniversary of the Sino-British joint 
declaration approaches, Hongkong seems almost a 
perfect picture of “prosperity and stability.” Indeed, 
all appears quite dull by local standards, with neither a boom 
nor a bust either immediately in the past or, it seems, loom- 
ing on the horizon. True, the stockmarket has been reaching 
new records, but then so have most markets. Hongkong’s has 
lagged, as investors have cast a wary eye ——— to the ex- 
travagance of 1981 and forwards to a still-uncertain political 
future. 

The steady-as-she-goes appearance is a little misleading. 
Several opposing wind systems have been blowing around 
Hongkong. But the favourable and unfavourable seem to 
have been cancelling each other out. That in turn may reflect 
the fact that, while the economy itself may not have diver- 
sified as much as some would wish, the number of factors af- 
fecting it has done so. Take 1985 as an il- 
lustration: judged by what for years has 
been the most important single 
yardstick — domestic exports — 1985 
was the worst year in two decades. 
Domestic exports fell 6% in money 
terms. And real GDP growth, at a mere 
0.8%, was the lowest for a decade. But 
there was little general talk of slump, no 
big rise in unemployment, no fears for 
the integrity of the currency or calls for 
belt-tightening. 

Many, including outgoing (at end- 
May) Financial Secretary Sir John 
Bremridge, were puzzled at the appa- 
rent discrepancy between figures and 
appearances. In fact, domestic exports 
suffered from two main problems. Most 
obvious was the slowdown in US growth 
and an end to restocking after a pheno- 
menal showing in 1984, when Hong- 
kong sales to the US grew by 40%. Less 
obvious, but probably more important, 





 Bremridge: puzzled. | 
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was the high value of the Hongkong dollar, which, even more 
than in 1984, badly hurt exports to Europe (sales to West 
Germany fell 18%), and, to a lesser degree, to Japan and 
other markets. 

The antidote to problems in tr@litional markets was 
China: re-exports to China grew 64% to HK$46 billion 
(US$5.9 billion), accounting for 44% of total re-exports. Re- 
exports from China, which used to be bigger than those io 
China, grew by a more modest 23% to HK$34 billion. 
Domestic exports rose 35% Although the value added in 
Hongkong by re-exports can be difficult to calculate, the 
China trade had à huge spinoff for a broad spectrum of busi- 
nesses and services industries. 

However, as important as the China trade in keeping 
Hongkong's economy on an even keel in 1985 was a factor 
which went almost unnoticed: terms of trade improved by 
3% , after a 2% rise in 1984. This enabled Hongkong's real in- 
come to rise by 3.4% while constant-price GDP was almost 
static. It meant that, though manufacturers were suffering 
order shortages, margins were often better as prices of im- 
ported inputs fell. It also meant a rise in real wages for many 
workers, even though labour demand slackened. It meant 
that domestic services industries maintained some momen- 
tum. And it enabled Hongkong to record an unprecedented 
visible-trade surplus of HK$3 billion. Add in the surplus on 
services (estimated at HK$14.5 billion) and there was Hong- 
kong enjoying a surplus on its trade and services accounts of 
US$2.5 billion, despite an abyssmal domestic-exports per- 
formance. 

One-third the way into 1986, the previous year's pattern was 
reversing itself. The net effect may well 
be quite neutral in real-income terms, 
though this year's GDP growth is ex- 
pected to be stronger — 4*5, according 
to Bremridge. After a sluggish start to 
the year, domestic exports suddenly 
leaped in March, by 22% compared 
with a vear earlier. Manufacturing or- 
ders also improved. Bremridge's budget 
forecast of 8% growth for domestic ex- 
ports for the year began to look feasible. 

On the debit side, however, re-ex- 
ports to China slumped back below 
year-ago levels. The trade balance fell 
back into deficit, which implied. in- 
creased purchases of raw materials and 
suggested a stronger future export per- 
formance, or improved domestic de- 
mand. With the US economy remaining 
sluggish, Hongkong seemed to be be- 
ginning to benefit, especially in Europe, 
from the decline of the US dollar. How- 
ever, that will also hurt Hongkong's 
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terms of trade — though that will be offset, for the 
time being, by cheaper oil and low prices of other com- 
modities. 

Meanwhile, growth of the China-related tourism business 
and of external financial services, both of which have been 
very important in the growth of the past few years, looked to 
be slowing. Although there seems little doubt tourism still 
has huge potential, China is not quite the novelty it was, and 
weak currencies and economies in Southeast Asia and Aus- 
tralia have been affecting arrivals from those areas. 

Hongkong's position as a financial centre has improved 
markedly vis-a-vis Singapore and Bahrain, and Hongkong as 
a financial-trading centre has gained from the immense vol- 
atility of currency markets. Hongkong has also benefited 
from increased emphasis on securities markets at the expense 
of traditional banking. But reduced loan demand around the 
region — Southeast Asian countries being unable to afford to 
borrow more, Northeast Asian ones not needing to — has 
caused some foreign banks to cut back their staff. Others are 
concentrating their growth on Tokyo. A combination of huge 
capital surpluses and fewer regulations is likely to make 
Tokyo the premier international as well as domestic financial 
centre of Asia. 

Generally, the swings and roundabouts of the past two 
years have underlineg the need for Hongkong always to be 
looking for new areas of advantage. First, dependence on the 
US market remains too high — 44% of domestic exports in 
1985. Hongkong will suffer as the US trade deficit is, by 
whatever means, reduced. Although the pegging of the 
Hongkong dollar to the US currency should enable Hong- 
kong to maintain market share, the Hongkong dollar's de- 
cline will undoubtedly affect real incomes, particularly given 
the high proportion of consumer durables and capital goods 
imported from Japan. 


Ithough Hongkong may gain some foreign markets 

from Japan, for example for toys and cheap elec- 

tronics products, it badly needs access to Japan itself, 

and preferably Taiwan and South Korea as well, if its own 

manufacturing sector is to get away from dependence on the 

low-growth OECD countries. Even secondary markets such 

as Southeast Asia and the Middle East are no longer what 

they were and will remain dull until there is a sustained up- 
turn in commodity prices: 

Nor is China necessarily much of an attraction for local 
manufacturers. True, domestic exports to China last year 
rose 35% to HK$15.2 billion and now account for 12% of the 
total. But a substantial portion of these consists of semi- 
manufactures going across the border, to Shenzhen espe- 
cially, for low-value-added processing, and then re- 
turning. Another part is sales of consumer goods, 
such as tape recorders, for which there has been al- 
most insatiable demand in China. But now with à 
crackdown on “unnecessary” imports, a basic truth 
is being underlined: that a China anxious to moder- 
nise as quickly as possible would need to keep its 
scarce foreign exchange for capital goods and essen- 
tial raw materials. 

The lure of China for manufacturers may always 
have been that of a siren. As a producer of finished 
consumer goods, not capital ones, it should in prin- 
ciple be more profitable for manufacturers to sell to 
markeis where consumers are richer than in Hong- 
kong, and where Hongkong's advantages — flexi- 
bility and specialisation, are most useful. Industry's 
main problem is not gaining footholds in China but 
in improving technology and value-added of its pro- 
ducts, and keeping or improving access to markets, 
particularly of developed countries. With the partial 
exception of neighbouring Guangdong province, 
China is not the optimum market for most Hong- 
kong manufacturers. 

Entrepot trade and services, however, are 
another matter altogether. After five years’ non- 
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REVIEWTABLE S by Andy Tang 
stop boom these are facing a hard two years as imports are cut 
back and oil-exploration activity dwindles, The effect will 
show in GDP performance. But Hongkong's ability to pro- 
vide efficient basic services, such as ports, and quality hi-tech 
ones such as computer software and telecommunications — 
not to mention an ease of doing business which is still light 
years ahead of Deng Xiaoping's China — will not be easily 
supplanted. 

It is hard not to see China-related services prospering, 
provided that China's experiment with an outward policy is 
not cut short by a political volte face at home or unfavourable 
external trading conditions (long-depressed commodity 
prices and physical restraints on its few manufactured ex- 
ports), forcing it back to self-reliance. 

Meanwhile, Hongkong's political hopes and fears will in- 
evitably continue to play a major role in the economy. Al- 
though the Sino-British accord provides a basis for stability 
as compared with the preceding period of negotiations, the 
unpalatable fact is that capital outflow has continued on à 
massive scale. The counterpart of a US$2.5 billion trade-and- 
services surplus, plus capital inflow into the stockmarket, has 
been a huge drain of investment overseas, partly into prop- 
erty and partly financial instruments. 

In Hongkong itself, investment has been muted. Private 
construction should increase this year after stabilising in 1985 
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—but that followed three years of decline. Plant arid machin- 1 
or 


ery purchases are probably more influenced by order books 
and trade Opportunities than by long-range political consid- 
erations. But there, the picture has been mixed and erratic. 
An unknowable factor is how many budding entrepreneurs 
— particularly with a hi-tech background — are migrating 
with their ambitions. The stockmarket may have reached 
new heights, but it has done so only tentatively. — . 

Indeed, the tentative mood of investors generally has 
been illustrated by the slow growth of credit, despite a fairly 
active demand for residential property fuelled by the decline 
in interest rates and price levels which, though higher than 
before the accord, are still well below their 1981 peaks. 
Hongkong dollar loans rose only 7% in the year ended in 
February, while Hongkong dollar deposits rose 12%. 

At the same time, there has probably been a shift of local 
deposits out of Hongkong dollars into foreign currencies — 
either the US dollar, where returns have been higher, or into 
recently strong currencies such as the yen and 
Deutschemark. EE a deposits in the year to Feb- 
ruary grew by 41% (in Hongkong dollar terms). Although 
this is mostly a continuing reflection of Hongkong's growth 
as an international centre, it was partly, too, a consequence 
of decisions by residents. It implicitly raised the question of 
the local currency's long-term raison d'etre, hostage on one 
hand to China, on the other to its US dollar peg. 

But while Hongkong people have been moving out of the 


MAJOR TRADING PARTNERS 
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local currency, it has become increasingly used in 
Guangdong. A 27% rise in the note issue during 1985 is large- 
ly attributed to this factor — though whether internal 
Chinese use of Hongkong money will survive a new 
crackdown by the Chinese authorities remains to be 


Seen. 


While private-sector investment has at best been hesitant, 
the public sector has been a depressing influence on the econ- 
omy. In fiscal 1985-86, government finances returned to 
surplus after three years of apparent deficit. The turnaround 
was due partly to tighter control on recurrent spending and 
natural revenue growth. But most important of all was a dras- 
tic cut in capital spending, which will only run its course this 
year. The cuts followed a period of excessive growth caused 
by the land-revenue boom at the beginning of the decade. 
But the pendulum has now swung so far the other way that 
problems of inadequate infrastructure could emerge again by 
the end of this decade. Meanwhile, government cyclical 
spending has exacerbated the problems of the construction 
sector. 

: At the same time, income-tax increases two years ago — 
and a more rigorous tax administration — could have had a 
mild deterrent effect on investment. Although Hongkong 
rates are still low by international standards, they have been 

oing up while elsewhere the tendency has been downwards. 

e government now seems to recognise that, having got 
back to surplus, any fiscal changes ought to be in the direc- 
tion of lower direct taxes. Privately, it might admit that some 
tax increases were unnecessary in the first place, as, despite 


cries of poverty, the government has during the austerity - 
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ital-works allocations. 
It has begun to back away from some of its harsher posi- 


tions, for example by dropping an attempt to tax offshore in- 


terest income of Hongkong companies. And it would proba- 


J accumulated more than HK$5 billion in unspent cap- - 


bly like to cut the profits-tax rate to 17% to bring it into line | 
with salaries tax. However, that might require some political ` 


courage. The government has yet to show that it has the will 
to tackle the politically more difficult problem of keeping a 


tight lid on recurrent spending which, even through the tight: 


times, grew much faster than nominal GDP. So it may shy 
away from a profits-tax cut. | 

Government political resolve in other economic matters 
has also been a cause for concern. The governor, a lifelong 
bureaucrat, seems to believe in the necessity of buying 
favours from Peking with public money. The most recent 
largesse was a guarantee to China International Trust and In- 
vestment Corp. to help it take over a near-bust, quoted local 
bank, Ka Wah Bank. This followed favourable billion-dollar 
deals in property. 


ted from the Exchange Fund — a fund which holds the 

government's fiscal reserves and the foreign-currency 
backing for the currency — to bail oftt the banking system 
from its own follies. Although the government, which is sup- 
posed to supervise the banks, clearly had a duty to ensure the 
stability of the bank- 
ing system, the 


A: ether, so far about HK$3 billion has been commit- 


the deals has been so 
little explained, and 
the bureaucracy felt 
so little need to jus- 
tify itself, that one 
does not need to be- 
lieve the worst about 
Peking to realise 
how quickly all 
these funds could be 
spent if placed in 
the hands of peo- 
ple even less ac- 
REVIEW TABLE by Fücky Mui countable than to- 
day's bureaucrats. The spirit of guangxi is already alive 
and well in the Hongkong Government Secretariat, it seems. 

The dichotomy is stark between tight fiscal restraint on 
one hand and loose spending from the Exchange Fund, and 
otherwise, to “help” China on the other. But at least the 
Hongkong Government should — in theory — be able to 
stop worrying about further building its own reserves against 
a rainy day as, starting this year, Hongkong will be doing just 
that for the SAR government. Its trust account should get 
HK$1 billion or so this year as its share of land-sales revenue, 
which is now being divided between present and future re- 
gimes. At that rate, by 1997 the SAR could be looking at re- 
serves of HK$25 billion in addition to ordinary fiscal reserves 
(currently around HK$15 billion) and surpluses in the Ex- 
change Fund (an unpublished figure, but one which grows 
with every fall in the value of the local currency). 

In contrast to domestic concerns about political factors, 
international economic issues linked to 1997 have been going 
smoothly, with Hongkong joining the Gatt on its own ac- 
count and being assured of keeping its Asian Development 
Bank membership. 

But whatever happens on the political front, it is unlikely 
that Hongkong will be able to return to the 8% average eco- 
nomic growth rates of the past two decades. The economy is 
more mature, external circumstances are less favourable 
and some economic growth will probably have to be sac- 
rificed to demands for social spending. Last, and most impor- 
tant, labour-force growth is down to around 1.5% , compared 
to 4% when migration was only partly uncurtailed and the 
natural increase was still high. GO 
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The People's Republic of 
China Year-Book 1985 


All the information on China you'll ever need in a single volume . . . 














The People's Republic of China Year-Book 1985 is without 
doubt the single most complete reference work ever 
produced about China. Its contents range from the land 
and its people to business, economics, finance, culture, 
education, politics, science and technology and countless 
other subjects. 

What is it? a 
The result of thousands of man-hours, the People's 
Republic of China Year-Book 1985 was written and edited 
by The New China News Ltd., a group of dedicated 
professionals who know China intimately. The result is a 
book of unmatched breadth and depth. 


Who needs it? 

Completely indexed, the People's Republic of China 
Year-Book 1985 places thousands of facts and bits of 
information at your immediate disposal. The book is 
essential to businessmen, financiers, students, professors 
and virtually anyone with a need to know ora keen interest 
in China of today. Liberal use of charts, maps, tables and 
colour photos makes the book enjoyable as well as 
informative reading. 

How to get it? 

Order your copy(s) now by simply completing the coupon 
below and returning it together with the indicated payment 
of US$84.95 (or the equivalent in local currency) to the 
indicated address. 

Hard Cover 780 pages 


Clip and mail this coupon today! Send to: 


Circulation Manager, Far Eastern Economic Review, G.P.O. Box 160, Hong Kong. 


Please send ........... copy(s) of The People's Republic of China Year-Book 1985 for which I enclose 
US$84.95 per copy. For surface mail delivery add US$10, for airmail delivery add US$25. 


Send to: Name: 
Address: 
Type of Business: 


Title: 


You may forward payment in equivalent local currency. ROS29C YER 
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INTERNATIONAL FINANCE 


The Japanese 
juggernaut is 
Closing in fast 


By Robert Cottrell 
he emergence of Japan as a world financial power is 
one of the great and irreversible economic trends of 
the present decade. The yen advances where the dol- 
lar retreats as the currency of international term lend- 
ing; Japanese financial institutions wage successful bat- 
tles for Euromarket share in London, while foreign invest- 
ment and commercial banks struggle for business in Tokyo. 

Japanese financiers say Tokyo's 
growth will not be achieved at the ex- 
pense of Asia's other regional finan- 
cial centres, Hongkong and Singa- 
pore. They say these smaller rivals 
will also benefit, as Tokyo's inter- 
nationalisation serves to increase the 
overall volume of financial transac- 
tions taking place in the Far East at 
the expense of London and New 
York. Perhaps Hongkong or Singa- 
pore will have a smaller slice of the 
Asian pie relative to Tokyo, but the 
pie itself will be bigger. 

The bigger-pie theory is reassur- 
ing, but it may not be true. The more 
Tokyo grows as an international fi- 
nancial centre, the less rational it be- 
comes for investment and commercial 
banks to maintain parallel offices 
within the same region. Structural 
change is also working in favour of 
Tokyo: as more of the world's debts 
are packaged up into negotiable secu- 
rities, financiers want to be do- 
ing their main business alongside the 
customers to and from whom those | 
securities are being bought and 
sold. 

In Asia, that means Japan, which has a dozen of the 
world's biggest commercial banks, four of its biggest invest- 
ment banks, the world's largest industrial corporations out- 
side the US and a stockmarket several times all those of the 
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rest of Asia put together. If Tokyo is, thanks to regulatory 
liberalisation, an available option, any other domestic Asian 
market becomes a mere sideshow 

The foreign institutions making the most rapid recent 
headway into Tokyo have been the investment banks — spe- 
cialists in the issuing and trading of shares and bonds. The Ja- 
panese Government has overcome its reluctance to issue full 
branch licences to foreign securities firms; and in November 
1985, six foreign institutions were allowed to buy full mem- 
bership of the Tokyo Stock Exchange (TSE). 

The growth of foreign investment banks in Tokyo is par- 
tially at the expense of the presence which they might other- 
wise have maintained or planned in Hongkong. An early ad- 
vocate of Tokyo was Salomon Brothers, which moved its 
Asia office from Hongkong to Japan in 1982. Although Salo- 
mon Brothers has yet to obtain a TSE seat, its Tokyo office 
has been one of the main beneficiaries of Japanese institu- 
tions’ heavy buying of US Government bonds in 1984-85, 
This year, Citibank has decided to shift the Far East head- 
quarters of its worldwide investment bank from Hongkong to 
Tokyo — though retaining its active Hongkong office. 

It is to Tokyo now, not Hongkong 
or Singapore, that the brightest and 
best younger staff in European and 
American finagcial institutions hope 
to be posted; and in Tokyo that branch 
and representative offices of banks 
and securities companies are expand- 
ing most rapidly — while offices in 
Hongkong are standing still, and those 
in Singapore perhaps shrinking. A 
contributing factor to the ebbing of 
new interest in Hongkong may also 
be the gradual rolling-up of the old- 








fashioned British — stockbroking 
partnerships, which often had strong 
social and historic links with the 
territory, into financial-services 


groups dominated by a banking part- 
ner more attracted to the hugely richer 
potential range of corporate and in- 
sututional clients in Japan. In per- 
haps five years' time, it will be a rare 
investment-banking or fund-manage- 
ment branch office in Hongkong 
which is not subordinate to a regional 
head office in Japan. 

Where investment banks have led, 
commercial banks are following. The 
many foreign commercial banks in 
Tokyo, though in theory fully licensed, in practice have 
found it difficult to win business and even more difficult to 
make profits. Two developments may help improve that po- 
sition. A handful of foreign banks have been awarded trust- 
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banking licences, allowing them to deve- 
lop asset-management services and com- 
pete for institutional and corporate pen- 
sion-fund management contracts. Of 
more general importdnce is the proba- 
bility that the Japanese Government 
will authorise some form of offshore- 
banking centre in Tokyo, freeing banks 
to make offshore loans and take off- 
shore deposits without having to con- 
form to domestic regulatory require- 
ments. 

A Tokyo offshore-banking centre 
would probably mean a major reduction 
in the amount of international bank lend- 
ing arranged in or from Hongkong. No 
major bank could afford not to be tn the 
Tokyo offshore market, at which point a 
separate and probably competing pre- 
sence in Hongkong might be hard to 
rationalise. Tokyo would be the natural funding centre for 
the yen lending which is gaining ground in the Asia-Pacific 
region at the expense of the US dollar. It is even possible, 
though improbable, that Tokyo might be a more liberal place 
in which to do offshorg business than an increasingly regu- 
lated Hongkong. Hongkong would probably always offer 
some tax advantages over Japan, making it attractive as a 
place to book loans: but to become a “brass-plate” centre, 
the financial equivalent of a ghost town, is not a particularly 
rosy prospect. 

Tokyo ts the real threat to Hongkong’s prosperity as a fi- 
nancial centre — not, as seemed to be the case three years 
ago, the political uncertainty associated with Hongkong’s 
transition from British to Chinese sovereignty in 1997. That 


CHINA IN HONGKONG 


More and more, 
the mainland 
comes to market 


By David Bonavia 


ith Hongkong's political future more or less set- 
tled, China is evidently viewing it more and more 
as a source of vd for its own special econo- 
mic zones (SEZs), of which Shenzhen is the most important. 

However, the foreign-investment and 
banking organs in the people's republic 
are also putting more money into Hong- 
kong itself — for instance, through the 
rescue operation of the failing Ka Wah 
Bank. And the China International Trust 
and Investment Corp. (Hongkong) Ltd 
— which supplied the money for the bail- 
ing-out of Ka Wah — is of course an 
offshoot of Citic Peking. 

Citic (HK) is also investing in Hong- 
kong's second cross-harbour tunnel pro- 
ject. And on top of that, the mainland fi- 
nance firm issued HK$300 million 
(US$38.46 million)-worth of bonds in 
Hongkong last year. 

A Citic (HK) spokesman recently told 
the Peking media: "Citic has taken note 
of economic results and has also consi- 
dered Hongkong's social needs. If our in- 
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Hongkong institutions, notably the Hongkong and Shanghai 
Banking Corp.; but for many foreign bankers it is now Hong- 
kong's greatest strength. 

Japanese banks, in particular, are expanding into Hong- 
kong largely for the long-term strategic reason that a branch 
in Hongkong today is a branch in China in 11 years’ time. 
Merchant-banking subsidiaries of European and American 
commercial banks, which a decade ago would have been 
working on syndicated loans to Asean governments, are now 
pitching for mandates to manage debt issues for China. 
Chase Manhattan Asia won a China International Trust and 
Investment Corp. (Citic) HK$300 million (US$38.5 million) 
issue — China's first Hongkong dollar foreign bond — last 


vestment cannot bring about better economic results, we will 
fail to contribute to Hongkong's economic prosperity and 
lose the confidence of the Hongkong people. Citic's principle 
is that it will not put profit above everything, nor will it do 
anything that does not produce profit." 

Citic (HK) is permitted to conduct banking business in 
Hongkong with the approval of the Bank of China (BoC). 
The spokesman said: “A bank was needed abroad to develop 
foreign-exchange business. It so happened that the Ka Wah 
Bank encountered difficulties and had to undergo recapitali- 
sation. Citic, on the one hand, needed a bank abroad. And, 
on the other hand, by putting capital into the Ka Wah Bank, 
it could help the bank tide over difficulties, which would be 
advantageous to Hongkong's financial stability." Citic (HK) 
bought up 95% of Ka Wah Bank's shares for HK$300 mil- 
lion. The Hongkong and Shanghai Banking Corp. also 
helped with reserves drawn from the official Exchange Fund 
— a controversial move in Hongkong. 
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year, on terms so fine that rivals thought it must be losing ~ 
money; Chase later bought press advertising spreads point- 


ing out that Institutional Investor magazine named the Citic 
issue as one of its “deals of the year.” s 
Although China remains a reluctant borrower, ptobably 
the more so since its failure to prove large offshore oilfields. 
and though Japan remains a fierce competitor for any busi- 
ness which does emerge, Hongkong’s northern neighbour is 
one good reason for banks and brokers to stay put in the ter- 
ritory. Another is that Hongkong’s own domestic capital 
markets are becoming busier and more interesting, Local 
corporations, led by the heavily indebted Hongkong Land 


Co. and the government-owned Mass Transit Railway: 


Corp., have pioneered commercial-paper issues and intefest- 
rate and currency swaps as means of reducing their depen- 
dence on bank-mediated Hongkong dollar floating-rate 
debt. 

A US dollar convertible-bond issue by the trading house 
Jardine Matheson broke new ground in April by offering 
convertibility into the shares of another company, Jardine- 
affiliated Hongkong Land. Banks themselves are contribut- 
ing to the development of negotiable Hongkong dollar debt 
instruments by a new-found preference for raising funds 
through certificates of deposit. 

The outlook for Hongkong as a financial centre is, on bal- 
ance, One of provincialisation rather than internationalisa- 
p tion. Its future strengths will also be its traditional ones: retail 

financial services to high-net-worth Southeast Asian Over- 

seas Chinese; local corporate business; bullion dealing, and 
China-related finance, China, as with most aspects of Hours 
kong's future, remains the variable: a heavy borrowing 
programme managed through Hongkong is the prospect 
which sustains many foreign bankers' interest in the terri- 
tory. ü 


As though to allay fears that China is “buying up Hong- 
kong," the Citic (HK) spokesman said the organisation 
would not transfer large numbers of personnel from the 
mainland, but would rely on local qualified people and use 
the bank to train future employees in modern banking and fi- 
nancial techniques. 

He also recalled that Citic (HK) is helping finance the sec- 
ond cross-harbour tunnel in Hongkong together with the Ja- 
panese firm of Kumagai Gumi, Britain's Lilley Construction, 
and the local firm of Paul Y. Construction Co. 

Citic (HK), with 30 staff members, is the first branch of 
the parent organisation in Peking to be set up outside the 
people's republic. It has diversified into the electronics in- 
dustry, but is looking for more medium- and long-term in- 
vestment and can make studies of conditions in China for 
foreign businesses interested in investing there. 


business with Chemical Bank of the US and Hong- 

kong's Kowloon Wharf to offer similar advice. The new 
firm is headed by shipping magnate Sir Yue-kong Pao, who is 
the favourite Chinese capitalist of elder statesman Deng 
Xiaoping. 

It has become possible for Chinese/foreign joint ventures 
to apply for loans at branches of the BoC at the place where 
they plan to invest. Three types of loans will be available: 
short-term circulation fund loans, medium-term loans for 
necessary imports and long-term loans for fixed assets. 

A top Chinese banker has recommended the use of 
Hongkong financial markets to raise funds for investment in 
China. Zeng Jinlun, deputy director of the Hongkong and 
Macau department of the BoC, in a published article, argued 
in favour of loans raised in Hongkong for the following 
reasons: "At present there is an ample supply of funds in the 


T: Hongkong branch of the BoC has also gone into 
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People Pleaser 


See Foon Koppen 
Regional Vice-President 
— Marketing & Human Resources 


Hospitality: Its definition is elusive, but 
its presence essential. It could be the warm 
smile of a bell-boy, the graciousness of our 
front-office staff, the detailed attention of our 
housekeeping department... 

Whatever the definition, the underlying 
principle is knowing that the customer is the 
boss. | have a commitment to nurturing 
staff who recognise the real boss when he 
walks through our doors. 

We've given you the ultimate in Room 
Guarantees. Now we give you a special 
promise of hospitality that will make your 
every stay with us a memorable one. 
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international capital market, which provides a favourable 
opportunity for borrowers of good credit standing and re- 
spectability. Owing to our country's good creditworthiness, 
international bankers are much interested in the market in 


FAR EASTERN ECONOMIC REVIEW e 29 MAY 1986 83 


our country. Therefore, our country should be able to obtain 
loans [on] relatively een terms." 

Zeng noted that Hongkong was the third-largest interna- 
tional finance centre in the world and a good place to put to- 

ether loans in the Asia-Pacific region. There were also many 

international banks in Hongkong, with all their specialised 
knowledge. And Hongkong banks had strived to provide 
credit to mainland enterprises since the open-door policy was 
implemented in 1979, "Now the mainland has already be- 
come a market on which the E banking sector in- 
creasingly depends and to which it attaches importance," he 
added. 

On top of the HK$300 million issued by Citic (HK) as five- 

ear bonds in Hongkong, already this year the Hongkong 

Branches of the BoC and the mainland-controlled Bank of 
Communications have issued 
certificates of deposit with fixed 
interest rates amounting to a 
total of HK$350 million. The 
Chinese financier also suggested 
that solid and experienced main- 
land enterprises could eventual- 
ly be permitted to raise funds on 
the newly integrated Hongkong 
stockmarket. ^ 

Zeng looks ahead to the time 
when Japan might become 
Hongkong's prime competitor 
and a financial alliance between 
Hongkong and the mainland 
could put up strong competition 
for Japan. "If the mainland in- 
tensifies its fund-raising in 
Hongkong's securities market, 
such as issuing bonds and com- 
mercial bills there, it would help 
the development of a secondary 
market in which these tools are 
used to raise funds and thus help 
provide Hongkong with better 
conditions to become a diver- 
sified and well-developed world 
financial centre." 


nother enthusiast for 
A Hongkong's merits as an 

economic power is Xu 
Jiatun, the head of the Xinhua 
newsagency Hongkong branch 
and Peking's chief represen- 
tative in the territory, whose 


kong's future. He referred to the progress made by the Sino- 
British liaison group which monitors the negotiations, and in 
the Land Commission with its difficult task of working out 
how to share the profits of Crown land. 

Xu also has mellowed in his attitude towards the Unoffi- 
cial Members of the Executive and Legislative Councils, who 
in the past have proved an embarrassment to China, because 
while they have no official standing in Peking's eyes, they still 
have some prestige and influence in the eyes of the Hong- 
kong public. The Xinhua chief hosted a banquet for them on 
3 March, and while the speeches were tame, the atmosphere 
was good. 

Shenzhen's new mayor, Li Hao, also showed his apprecia- 
tion of the benefits of Hongkong's proximity to the SEZ. In 
an interview with the Peking journal Observation Post, he 
defined these benefits as mean- 
ing that it was possible to move 
raw materials, semi-finished 
goods and foodstuffs for fast 
processing and export. But he 
also recalled the value of 
technological! cooperation be- 
tween Hongkong and Shenzhen 
and the fact that Hongkong had 
large numbers of trading organi- 
sations and people experienced 
in foreign commerce. 

A Chinese economist has 

ointed out, however, that 

henzhen is beginning to feel 
strong competition from the 
other 14 cities on China's 
coastline. "Shenzhen should 
take into consideration the 
superior advantages of its pro- 
ximity to Hongkong," wrote 
economist Yu Guohao in the Pe- 
king Economic Daily. 

These flattering remarks 
about Hongkong were fore- 
shadowed by the People's Daily 
last December, when it wrote 
that the territory's economy was 
“head and shoulders above 
others in the Southeast Asian re- 
gion.” The party organ said: 
“There is no precedent to follow 
in dealing with the question of 
Hongkong, and no one will be 
sO naive as to expect that 
no contradictions or problems 
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public pronouncements have will emerge in the course of 
not always filled the local HERESEES — solving such a complicated 
business community's hearts jiu & problem left over from the 
with joy. Meeting Hongkong > = | past.” 


delegates to the National * 
People’s Congress (NPC) ses- Ee SSH 
sion in Peking recently, he 
said Hongkong would benefit 
from NPC decisions, which were mainly in the economic 
sphere. 

As reported by the Peking media, he said some people 
thought Shanghai would eventually outstrip Hongkong. 
“But it is impossible for Shanghai to have the conditions with 
relation to information, communications and personnel, to 
replace Hongkong. Hongkong has a capitalist system, 
whereas Shanghai has a socialist system. Shanghai is devoid 
of many conditions with which Hongkong is provided. Nor 
can Southeast Asian countries replace Hongkong because 
Hongkong is situated near the Chinese mainland.” 

At a banquet a few'days later in Hongkong, in honour of 
Governor Sir Edward Youde, Xu expressed satisfaction with 
the achievements made in 1985 in working out various impor- 
tant problems in the Sino-British agreement regarding Hong- 
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BoC's planned Hongkong landmark: more active. 


Hongkong's role in the deve- 
lopment of the Xiamen SEZ also 
has been highlighted in the na- 
tional media. The territory has 
helped supply capital for construction in Xiamen (Amoy), 
especially in the economics industry and hotels and guest- 
houses. 

The mainland's attitude towards Hongkong is strongly in- 
fluenced by the latter's support role in the SEZs. And it was 
encouraging to read that State Councillor Gu Mu had told re- 
porters during a visit to Shenzhen that the region had made 
good progress and should now upgrade its technological level 
and stop investing in old or second-rate plant. 

There are causes for concern, however. One is that Shen- 
zhen has been selling too many of its products on the domes- 
tic market, when they should be going for export. Even Deng 
has said that the SEZ policy “might fail." But in the mean- 
time, there is still plenty of optimism, based on the continu- 
ing good performance of Hongkong. Oo 
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Look what came to light at 
FOODMAKER, INC. in the USA. 
Philips’ new-generation PL” 
and SL’ lamps were installed 
in each of its 750 Jack-in-the-Box Energy cost 
restaurants. comparison 
Original lighting levels and 
quality were maintained. 
Yet lighting energy costs were 
reduced immediately... by nearly 
73%. From US$ 380,000 per year 
to US$ 103,000. That's a saving of 
US$ 277,000... Every year! 
Moreover, as these new- 
"generation lamps will last 5 times 
longer, lamp maintenance costs 
are also significantly reduced. 


Actual 
energy 
saving 
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INVESTMENT IN CHINA 


Fair pass-rate 
in a long 
test of faith 


By Elizabeth Cheng 
D: the tremendous difficulties involved in doing 





business with China and the tightening of foreign-ex- 

change controls in April 1985, foreign investment into 

the country, the Chinese claim, reached a record high last 

year, both in the number of agreements signed and value 

ledged. The bulk of these investments is sourced in Hong- 

«ong, as they have been since China opened its borders to 
foreign businessmen in 1979. 

Hongkong investments alone accounted for 60% of all 
foreign investments, estimated at US$16 billion, over the 
past six years and 80% of all agreements last year, according 
to Chinese sources. (Figures on levels of foreign investments 
in China are sometimes unreliable because of a tendency to 
confuse actual capital transfers made as a result of final 
agreements, and projected or promised investments based 
on letters of intent. Figures are also inflated by over-valua- 
tion of foreign investment in some cases. 

About 50% of the total foreign investment, estimated at 
US$5.85 billion in pledged amounts in 1985, went to the 
southern province of Guangdong, where most Hongkong 
businessmen have their roots. According to the newspaper 
Jingji Cankao, of the total US$5.85 billion (up 59% over 
1984), only US$1.6 billion has been used so far. The 
utilisation rate was 23% better than in the previous 
year, but far behind 1984's 50% rate. 

Quoting the Ministry of Foreign Economic Rela- 
tions and Trade, the newspaper said some 6,150 
contracts were signed with foreign investors in 
1985, of which 2,300 were for equity joint ventures, 
3,700 for co-management agreements, 120 for wholly 
owned foreign enterprises and 35 for oil-exploration 
projects. 

Hongkong capital is concentrated in the four SEZs 
of Shenzhen, Zhuhai, Shantou and Xiamen, with the 
majority of investments (in number of contracts) in 
manufacturing — textiles, garments, electronics and 
watch assembly. Shenzhen, for instance, claims 25.6% 
of all foreign investment between 1979-84. Of the 
HK$18.15 billion (US$2.3 billion) pledged to Shen- 
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Other (12.4%) 
Singapore (1.5%) 
W. Germany (1.2%) 





zhen during the period, involving some 3,495 con- 
tracts, HK$4.64 billion was utilised, according to the 
official Shenzhen SEZ Yearbook 1985. 

The same source recorded that in the 1979-84 
period, there were more manufacturing agreements 
than in any other sector, numbering 2,646, valued at 
HKS4 billion, though property development contracts 
led in terms of value, at HK$7.99 billion. However, ac- 
tual capital inflows to the manufacturing and property 
sectors were only HK$1.88 billion and HK$1 billion: 
respectively. 

Investor interest may have been helped by further 
liberalisation of investment rules in China over the past 
year as Chinese officials became more familiar with the 
needs and problems of foreign investors. Although the 
tightening of loan guarantees and increased restric- 
tions over foreign exchange have created problems in 
cost accounting for many investors, they are somewhat 
encouraged by China’s attempts to be responsive. For 
example, China has extended the maximum length of a 
joint-venture contract from 30 to 50 years, following 
complaints from investors, particularly the Japanese, that 
30 years was too short for recouping investments. 

China also has introduced new rules allowing no joint ven- 
ture investing USS3 million or less to go into debt. Invest- 
ments of US$3-10 million are allowed teincur debt that does 
not exceed the equity invested. For US$10-30 million invest- 
ments, the debt/equity ratio can be at most 2:1 and for invest- 
ments over US$30 million, the ratio can be 3:1. Foreigners 
who qualify for the preferential interest withholding tax 
scheme may now pay 10% tax instead of the 15% corporate 
tax they would have had to pay. More importantly, the new 
regulations allow foreign investors with more than-one joint 


venture to use domestic earnings from other projects to fi- 


nance ventures that earn foreign exchange. 

Other incentives such as lower labour costs, which are at 
least one-third below Hongkong's, and the availability of 
space which would allow manufacturers to accept large or- 
ders (not possible in congested Hongkong), are particularly 
important to the Hongkong investor. Although some Ameri- 
can and European investors have complained that hidden 
costs, poor infrastructure and the need to pay rents and 
energy costs in foreign exchange offset the cheaper labour 
costs — making Hongkong a more attractive investment site 
than the SEZs — many Hongkong businessmen think other- 
wise. 

Ceiling-fan maker Shell Electric Manufacturing (Hold- 
ings), for one, is planning to expand its factory operations to 
China to accommodate more labour-intensive production. 
Executive director Nicholas Yang has expressed his satisfac- 
tion with the cheap labour and the efficiency of workers. But 
a more important reason for expansion into China is the need 
to circumvent the foreign-exchange restrictions which great- 
ly reduced the company’s sales to China last year. Manufac- 
turing the goods in China for the domestic market would 
avoid the problem. 

Some companies in Hongkong owe much of their growth 
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tential to China. Hop 
Holdings), for example, is 
seen as having substantial 
long-term growth potential 
by some securities analysts 
because of its involvement in 
Chinese projects. 

But this faith was put to 
the test recently as China re- 
neged on a joint-venture 
agreement it had made with 

opewell and partner 
Kanematsu-Gosho. The 
agreement allowed for the 
collection of a service fee (as 
repayment for their invest- 
ments) from users of the re- 
cently completed Customs 
and Frontier Inspection 
Building, part of the Shen- 
zhen Railway Station rede- 
velopment project. Chinese officials had apparently failed to 
foresee the political problems that could arise with foreign 
companies collecting tolls — an act that is too reminiscent of 
the days of foreign concessions in China. 

Hopewell, howgger, has expressed confidence that it will 
be adequately compensated for its investments. The com- 
pany was more successful with another joint venture — the 
China Hotel in Canton — which already has repaid one-third 
of its investment in barely two years of operation. 

Although profit margins may be low, Hongkong investors 
appear keen to develop business relations with China “as a 
kind of business insurance for the future," said one China 
analyst. China provides a cost-effective manufacturing base 
which no Hongkong or multinational exporter can afford to 
ignore, said Andrew Chow, managing director of Tian An 
Development. Then, too, there are still many businessmen in 
Hongkong who will take a first-time gamble in the hopes of 
securing a foothold in the China market, he added. A banker 
estimated that some 50% of joint ventures in industry have a 
deficit in hard currency, though most of those in the services 
sector are profitable. 


China Hotel: a boost for Hopewell. 








CORPORATIONS 


Softly, softly the 
majors prepare 
to adapt or fly 


s the dust settles on the Sino-British accord promising 
substantive self-rule for Hongkong after 1997, local 
companies must base their long-term capital expendi- 

ture and corporate-financing decisions primarily on how they 
expect the agreement's paper promises to be implemented in 
practice. For companies and investors who fear that the shift 
of power will inevitably threaten Hongkong's prosperity, the 
ient high prices being offered, particularly by overseas 
uyers, for local shares and property, provide an opportunity 
to sell out at a good price: many are doing, or seeking to do, so. 
Political, civic or social considerations tend to mean that 
most companies disinvesting or diversifying away from 
Hongkong will disguise or deny that this is, in fact, what they 
are doing. Public companies in particular fear that any failure 
to show confidence in the future of Hongkong will earn 
them the displeasure of the British, Hongkong, and most im- 
portantly Chinese governments. Few people in the business 
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developments, Chow believes 
the most lucrative investments 
are in manufacturing. If the 
investment environment in 
China were to be as good as 
Hongkong, local manufactur- 
ers would all have moved there 
by now. But, for the time 
being, Hongkong's manufac- 
turing lifeline remains secure, 
if only because of China's re- 
luctance to open up completely 
to foreigners. 

According to Andrew Wong 
of New World Hotels Inter- 
national, investing in China is 
not as attractive as it was 
two years ago because of the 
IT foreign-exchange restrictions 
= Tes. s and the devaluation of the 
renminbi against the US dollar. The recent abolition of 
foreign-exchange certificates has created much uncer- 
tainty for investors who will have to make a lot more assump- 
tions than usual in their risk computations. More competi- 
tion and stiffer terms of agreements have also made it 


tougher. 

Still, capital returns on hotel development may E 
be realised within eight years compared to Hongkong's I 
vears or more, Wong said. In fact, profit margins in China 
can be much higher than in Hongkong, though the basis for 
profit computation may be different. According to the Shen- 
zhen SEZ Yearbook 1985, the average profit margin for man- 
ufacturing in the SEZ in 1983 was as high as 14%, Broadly 
speaking, this compares favourably with estimates of Hong- 
kong's 10% , Taiwan's 7.7% and Singapore's 16.5%. 

But in the construction sector, the average profit margin 
in Shenzhen was 2.3% compared with Hongkong's 11.3% 
and Taiwan's 6.7%. In the transport/communications sector, 
the average was 10% compared with Hongkong's 22% and 
Taiwan's 12.5%. Tourism's average margin was 16%, com- 
pared with Hongkong's and Taiwan's 2875 each. o 
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community would wish in 
any case to risk disturbing 
the relative calm which has 
returned to Hongkong | 
since 1985, after two years | 
of turbulence caused by 
widespread fears that Bri- 
tain and China would fail 
to reach any mutually ac- 
ceptable formula for the 
territory's future. 
Politically and finan- 
cially, Hongkong was a far 
gloomier and more vola- 
tile place in 1982-84 than it 
is in 1986. However, virtu- 
ally no companies bailed | 
out during that period | 
partly because they reck- 
oned that things could 
only get better and partly 
because the pressure of — 
political and social inhibition was so very strong at a time of 
genuine crisis. A signal exception to this pattern was Jardine 
Matheson and Co. (JM), the Keswick family-controlled 
trading and industrial group, the history of which is closely 
entwined with Hongkong. JM incorporated a new holding 
company in Bermuda, saving that its international business 
partners would be happier if it were headquartered in a more 
stable jurisdiction. JM chairman Simon Keswick's protesta- 
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Keswick: hasty? 
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WHAT IS LOTTO 6/49? 


de Lotto 6/49 is the official Canadian version of 
_Lotto—the world's most popular form of lottery. 






B. numbers and it's called "6/49" because you 
"^ select any 6 of 49 possible numbers from 1 to 
Ag Your numbers are entered in the Lotto 6/49 


winning numbers chosen in the draw—you win 
the grand prize. Or if you have only 3, 4 or 5 

numbers correct you win one of thousands of 
secondary prizes available. 


HOW CANIPLAY? 


Complete the attached order form and send it 
to Canadian Overseas Marketing along with 
the necessary payment. Your numbers will 
automatically be entered for the specified 
length of time. You may select from 1 to 6 


games for 10, 26, or 52 weeks. Each game - 


ORDER TODAY! 
Mark six numbers on each game board 
you wish to pi ay. 


PICK YOUR PLAN — Check only one box below next to the 
option of your choice. ALL PRICES IN U.S. FUNDS 





10 WEEKS 26 WEEKS 52 WEEKS 


(20 Draws) (52 Draws) (104 Draws) 
Ó1iGame (i$ 45. ©3$112. (1 $ 225. 
2Games 11$ 90. (©) $225. 5 450. 
3Games O $135. ©) $337. [1 $ 675. 
4Games ()$180. (3 $450. O $ 900. 
5 Games E $225. " $562. ©) $1125. 
6Games (1$270. 0 $675. [2 $1350. 
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. Not available to residents of Singapore - 


| It's the lottery in which you pick your own - 


' computer system and if they match the six | 








gives you another chance at the grand prize for 


every draw in which you are entered. You 
receive a "Confirmation of Entry" by return 
mail acknowledging your order and indicating 
the numbers you have selected as well as the 


draws in | which they are entered. 


HOW DO I KNOW WHEN I WIN? 


You will be notified immediately when you 
win a prize of $1,000.00 or more. Also, a 
complete list of all winning numbers will be 
sent to you after every tenth draw so that you 
can check along the way to see how you are 
doing. At the expiration of your subscription 


you will be sent a final statement of your- 
winnings. All prize money will be converted to 


any currency your wish and confidentially 
forwarded to you anywhere in the world. 


So mail your order today —the next big 
winner could be you. 
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tion that the move'was a purely formal 
matter, not affecting JM's assets or op- 
erations in Hongkong, did little to de- 
flect criticism from other businessmen 
that the move was improperly selfish 
and hasty. 

Keswick's defences of the JM move 
included one argument which remains 
relevant for current and future moves 
by other companies. He pointed out 
that JM was moving domicile while 
Hongkong's future was still uncertain: 
the company was, he said, not pre- 

judging any Sino-British agreement, 
bat protecting itself against the ab- 
sence of one, a move which — accord- 
ing to Keswick — should have had less 
effect on general confidence than if the 
company had waited for an agreement 
to be reached and then moved to Ber- 
muda nonetheless. 


The only public company to 
i make a grand exit from Hong- 
kong in the wake of, and appa- 
rently as a consequesice of, the Sino- 
British agreement, was Sing Tao, the 
newspaper group controlled by Sally 
Aw Sian. Aw used her publicly quoted 
Australian company, Cereus, as the 
vehicle to buy out minority sharehold- 
ers in Sing Tao in mid-1985, effectively 
relocating the newspapers' ultimate 
ownership in Sydney. But early in 
1986, with Hongkong's property and 
stockmarkets on the rebound, Aw re- 
launched Sing Tao as a public com- 
pany in Hongkong. mainly in order to 
raise finance for a joint-venture hotel 
and office development in Kowloon in 
which she had become a partner. 
The politics of 1997 are largely re- 





sponsible for Hongkong's second major public listing of 





| Aw: a grand exit. 





Li: a powerful friend. 
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1986, after Sing Tao: Cathay Pacific Airways. The airline, 
previously privately held by Swire Pacific and the Hongkong 
and Shanghai Banking Corp. (HSBC), announced in April 
plans to sell 22.5% of its share capital to outsiders: 15% 
would be offered to employees and the public, while 7.5% 


would be privately 





placed with local com- 
panies controlled by Li | 
Ka-shing and by the | 
family of the late R. C. | 
Lee. 

While commercial 
considerations — high 
cyclical airline profits 
and a high Hongkong 
stockmarket — help ex- 
plain the timing of 
Cathay's offer for sale, 
the main motive for 
going public is to secure 
Its position as a “Hong- 
kong" rather than a 
"British-Hongkong" 
airline. The route and 
fare structures of the 
airline business are dic- 
tated more by politics 
than by commerce: it | 
was all very well for 
Cathay to use Union 
Jacks in its advertising 








when Hongkong was British seem- 


ingly forever, but with 1997 approach- 
ing Cathay must sink its local roots 
deeper and make powerful friends 
among Hongkong Chinese (like Li) 
and in Peking (where the Lee family is 
well-regarded). It faces future rivalry 
from China's own airlines and from 
Dragonair, the one-plane airline run 
by former Cathay director Sir Yue- 
kong Pao, the credentials of which as a 
potential challenger to Cathay must 
rest mainly on Pao's close Peking con- 
nections. 

Some of the most difficult choices 
between now and 1997 will be those 
faced by HSBC, which has long domi- 
nated Hongkong without ever quite 
integrating with it. HSBC has no 
Chinese executive directors or general 
managers; its senior staff are still the 
good-at-sports public-school expatri- 
ates who feature in the sepia-tinted 
photographs of Hongkong 50 years ago. 

The orthodox view is that HSBC 
will sooner or later acquire a large 
European financial institution, per- 
haps another bank. It tried in 1980 to 
take over the Royal Bank of Scotland, 
but was refused permission. With 
Marine Midland of the US already 
under its belt, HSBC would then be a 
genuinely international bank no 
longer concentrating the majority of 
its liabilities and earnings in Hong- 
kong. The main obstacle to this course 
of action is the protectionism with 
which many governments hedge about 
their financial sectors: even where 
banks may be bought in principle, as in 
Britain, they may be inaccessible in 
practice. 


HSBC is advertising its immense new headquarters 
building in Hongkong as tangible evidence that it does 


not plan a Jardine-style midnight flight. 
Shanghai, 


Any visitor to 


who sees HSBC's expropriated former head- 


quarters in that city serving as the seat of the city council, 
may be tempted to wonder whether a similar fate awaits 1, 


| Cathay planes at Kai Tak: stronger I Hongkong identity. 
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Queen's Road Central, 
Hongkong. But HSBC 
is probably less worried 
about expropriation 
than about competition 
from the Bank of China 
(BoC). Although less 
efficient, modern and 
diversified than the 
Hongkong Bank, the 
BoC will presumably 
be, after 1997, the "es- 
tablished" bank of a 
Chinese-run Hongkong 
— much as HSBC has 
been under British rule 
— with a claim to the 
banking business of the 
new government and a 
particularly strong ap- 
peal to the growing 
Prpportan of Hong- 
ong and foreign com- 
panies doing business 

with China. 
— Robert Cottrell 
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Nu o QNS ii a p P s p a | The 13th edition of the All-Asia 
os te aus — rue a aie 3S CY 5 A — NEM. T 5 ` : 1 1 i 
ine gee DRM AA ee a Guide is simply crammed with 


new up-to-the-minute 
intormation, including facts and 
figures that are indispensable to 
any serious traveller in Asia. 


There are chapters on no fewer 
than 26 countries. Plus opening 
chapters on eating out in Asia, on 
the best way of wsing your 
baggage allowance, and on how 
best to carry your cash. 


29 new maps, making a total 
of more than 60. 


Hints on how to travel in Asia 
— from packing the right things, 
to the best places for souvenir 
hunting — wherever you're 
going. 

An even more streamlined 
quide to hotels in the region with 
more than 1,600 listed. 


Some 55 new colour pictures, 
and more than 110 new black- 
and-white pictures. 


Asia's most complete guide book All of which adds up to over 


Fully Revised 13th Edition 700 pages of vital information for 
business and pleasure travellers 


M GE — —S in Asia. 
x ó ene To make sure of your copy, 
Now in its 13th Edition. sed oʻi the coupon today 
— — — — — emey — — es ee ee — ee —— — — — — — — ^ TEsAYT KS AAA 
To: Publications Division, The ALL-ASIA GUIDE is 
Far Eastern Economic Review Ltd., G.P.O. Box 160, Hongkong. published by the Far Eastern 
Please rush me copy/copies of the ALL-ASIA GUIDE, 13th Edition, as indicated. | enclose a cheque/postal Economic Review, Asia's most 


respected business weekly 


No. of copies C] by surface L] by airmail’ R0529AG13 
ALL-ASIA GUIDE, 13th Edition: HK$89/US$11.95/£8.75/5$25/M$27.50 each. 
*For airmail delivery, please add:- HK$45/US$6/£4.25/5$ 13/M$14 per copy 
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An artisan puts the final touch of paint to a traditional Korean drum 
Messages coming in all right? 

Room temperature comfortable? 

Laundry back on time? 

The Plaza doesn't leave anything to hit or miss, 
always anticipating the guest's needs down to 
the finest detail. 


The Plaza—in midtown Seoul for business access 
and commercial convenience. With an amiable 
ambiance, personalized attention, ten great 
cuisines, and fully modern facilities. 


Altogether the Plaza is proud of 
these and many more pluses to 
make the business traveller feel 
very distinctive indeed. 









Derce’ saser 


23, 2-ka, Taipyung-ro, Chung-ku, Seoul 100 Korea 


Tel : 771-22 Cable: PLAZAHL SEOUL 
Telex: K26215 or K24424 Fax. (02) 756-3510 


For information and guaranteed reservations. 

E SEOUL PLAZA Tokyo Office Tel. (03)246-0234 Tix 

2222876 GBC JAP J. Fax. (031246-0098 I Odner Hotel 
Representatives Bangkok: Tel. 2521181 Singapore: Tel 

23534748 Hotel Reservations Frankfurt/Main 

Tei. (0611)770551 London: Tel. (01)937-8033 BH 
Orient/Supranational Taipei: Tel. (02)551-1111 Hong Kong 

Tel. 5-411117 Bl Prince Hotels inc. Tokyo: Tel. (03)209-8686 
Paris: Tel. 1-45-79-92-30 E Loews Representation Interna- 
tional Call Toll Free 800-223-08BB/North U.S.A./Canada 
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Vibrant or not, 
the rhythm of 
change is clear 


By Margaret Scott 
ongkong is bursting on to the international map of 
ri cultural capitals; at least, that is the tale this city's 
boosters tell 

Consider, they say, the new omens Academy for Per- 
forming Arts, a HK$300 million (US$38.46 million) addition 
to the skyline put up by the Royal Hongkong Jockey Club to 
train professional artists in both Chinese and Western dance, 
drama, music and technical arts. Or take the growing renown 
of Hongkong's festivals: the Festival of Asian Arts, the 
Hongkong Arts Festival and the HOBEKOUE International 
Film Festival. And, they are sure to add, more government 
funds than ever are being spent on cultural activities and 
more corporations than ever are saying a lively arts scene is 
important to Hongkong's image. 

Yet, for all the talk by government and corporate 
luminaries about their city's cultural vibrancy, Hongkong re- 
mains an inhospitable place for artists, and, in the opinion of 
many, culturally boring. 

For those dissenting from the boosters' portrait, including 
local artists, performers and critics, Hongkong is far from vi- 
brant. If anything, the cultural climate is particularly dull 
these days. The small number of drama and dance companies 
still labour in search of an audience. Cantonese films, often 
touted as the perfect medium for capturing the creative 
sensibility of Hongkong, have declined into formulae offer- 
ing escapism but little else, says Lee Chok-to, editor of 
the Hongkong magazine Film Bi-Weekly. And it is still taken 
for granted that serious artists must either leave Hongkong 
or find some commercial avenue for their creative impulses, 
such as the graphic arts or advertising, or popular music. 

In between these two tales of one city are complicated, 
sometimes subjective notions of what makes a city culturally 
vibrant. Like many other cities, cultural activities in Hong- 
kong have been largely directed by the government. Inevita- 
bly, discussions of the cultural climate here revolve around 
the direction laid out by government primarily through two 
of its branches, the Culture Division and the Urban Council. 

Government support for the arts has leaned towards or- 
chestral music and the festivals. The Hongkong Arts Festi- 
val, for instance, started in 1973 without any government 
funding, but as it gained stature and an audience it also won 
government funds. Designed as a showcase for internation- 
ally recognised performers, the Arts Festival now is a sure- 
fire box-office success. This year, more than 90% of the 
81,000 tickets were sold for some 120 performances ranging 
from orchestras to drama companies, mostly from Europe 
and the US. 

"It has been a job building * the festival. We've had to 
educate the people here and we had to overcome difficulties 
of bringing in performers who used to ask where Hongkong 
was,” said Henry Ma, the festival’s administrator. “Now 
we are the biggest in the region and performers ask to 
come.” 

The International Film Festival, too, has been growing in 
audience and reputation. About 88,500 people attended the 
284 screenings in this year’s festival, the 10th, as compared 
with an audience of about 53,000 in 1980. The Festival of 
Asian Arts, another of the blockbuster events organised and 
funded by the Urban Council, has not fared as well. Last 
year's festival lost HK$2.8 million and the percentage of tic- 
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kets sold fell to 62% from the 90% norm of the early 1980s. 

The number of dancers and musicians from around Asia per- 

forming in the festival has dwindled as well, from 147 per- 
»rmances in 1980 to 95 last year. 

While the government earns accolades for supporting the 
festivals and a sizable number of Hongkong residents demar- 
cate the vear by them, many see the festivals as government- 
ordained art supported at the expense of local artists. Critics 
claim the government is not interested in engendering a lively 
cultural climate for its own sake, but rather as a means for en- 
suring Hongkong has an image as a sophisticated, cosmopoli- 
tan city. Besides the festivals, which are mostly showcases for 
artists from elsewhere, government funds also go to the 
Hongkong Philharmonic Orchestra, a Chinese orchestra, a 
ballet company and two theatre companies. Cantonese 
opera, perhaps the only indigenous popular art form, re- 
ceives no government fund- , ok 
ing and the number of per- | 
formances is steadily declin- | 
ing. 


ictor Ng, the govern- | 
ment's principal assist- 

ant secretary for cul- 
ture, said perhaps too much 
emphasis has been placed on 
the cultural interests of ex- 
B - but the govern- 
ent now “has as our top 
priority developing the local 


cultural scene." To ac- | 
complish this, said Ng, the 
Culture Division last year 


created a grants system for 
local artists and performing 
companies. The government granted HK$15 million to the 
arts last year and has allocated HK$17.3 million for 1986. 
This year, several Cantonese opera companies are expected 
to receive their first grants. 

Further, Ng said the government is pushing for increased 
corporate sponsorship of the arts, a tradition that has not 
been exceedingly strong in Hongkong. The recent exhibition 
of Henry Moore sculpture received HK$800,000 from Philip 
Morris Ásia Inc. and other businesses have co-sponsored fes- 
tival events, yet private support for local performing com- 
panies is just beginning. 

From officials of the Culture Division to those involved in 
the Academy for Performing Arts, the most ambitious cul- 
tural development i in the city in recent years, everyone stress- 
es the importance of nurturing a Hongkong cultural identity 
as the city approaches 1997 and its return to China. The 
academy, which was built by the Jockey Club but operated by 











|The academy: ambitious development. 








the government with a HK$43 million budget for 1986-87, 
seen as the catalyst. Eventually, 600 students will be enrolle d 
every year in the four-year programme® and those students 
will complete their training as dancers or musicians or actors 
and will be looking for work. Whether and how they will find 
jobs is bound to shape Hongkong’s cultural landsc: ipe and 
serve as fodder in future debates over this city's cultural per- 
sonality. 

Basil Deane, the director of the academy which opened in 
1985, said: “Hongkong is in an absolute fulcrum situation be- 
tween China and the West. Through the academy, it can 
evolve its own style. í 

Also through the academy, cultural links and exchanges 
between Hongkong and the mainland are becoming more 
frequent. Teachers and performing groups come and go over 
the border under the auspices of the academy. The academy 


— — has teamed up with the 
| Hongkong Institute. for the 
Promotion of Chinese Cul- 


ture to sponsor such events as 
the recent performance of the 
play Teahouse by the Beijing 
People's Art Theatre Com- 
pany. Bankrolled by pro-Pe- 
king Hongkong — business 
magnate Henry Fok, the in- 
stitute has increasingly be- 
come a sort of cultural-affairs 
office for the arts of China in 
Hongkong. 

To many, this cultural 
bridge-building will only enli- 
| ven the arts scene. But there 

| are occasional voices of warn- 
— — — —— ing about politicising culture, 
Nicholas James, general manager of the Arts Centre, for in- 
stance, says already there is an unadventurous tone to Hong- 
kong which he attributes in part to a sense of wariness over 
the city's future after 1997, He says the government, not 
necessarily intentionally, encourages this staid approach in 
the arts because creative expressions of unease would not fol- 
low the script of cooperation laid down between Hongkong 
and Peking. 

The blend of politics and culture is a messy one. A small 
example of the possible result comes out of the laborious 
negotiations that went into the planning of an Asian dance 
festival, which will be held at the academy in July with both 
the National Institute of the Arts in Taipei and the Beijing 
Dance Academy participating. At the insistence of the 
Hongkong Government, the dancers from Taiwan must drop 
the word national from the title of their institute while they 
are in Hongkong. o 
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FILM 


Slapstick and gore 
displace small 
oases of talent 


By lan Buruma 

ongkong films, most agree, were pretty ghastly in 
‘nd 1985. Not that artistic quality matters much to the 

moneymen, or, rather the companies that finance, 
produce and distribute Hongkong films. But even they have 
reason to grumble. Take these figures, for example: accord- 
ing to the Hongkong Standard only 58 million people went to 
the movies last year, while 61 million did so the year before. 
The industry produced 105 films in 1985, about five less than 
in 1984 and about one-quarter the annual output in the gold- 
en 1960s and 1970s. 

Everything is reM@tive, of course, even the commercial 
downturn in the Hongkong cinema. Hongkong still produces 
more films per year than, say, Thailand. Hongkong audi- 
ences also are surprisingly loyal to the local industry, which is 
not the case in many Asian countries swamped by Hollywood 
entertainment. Since Bruce Lee burst, or perhaps jumped, 
onto the scene in 1971, the top grossing films always have 
been from Hongkong. 

In 1985, for instance, a Hongkong movie entitled My 
Lucky Stars earned its company, Boho Productions, more 
than HK$30 million (US$3.85 million). The next biggest 
earner, Twinkle Twinkle Little Star, also produced by Boho, 
grossed more than HK$28 million. The only foreign film that 
came close was Rambo, with HK$24.6 million. None of these 
three works will go down in history as a masterpiece, but that 
was not the point. 

One problem for the Hongkong film industry is a slowly 
contracting market. One of the most lucrative markets, the 
Chinatowns of Southeast «Asia, filled with Cantonese, Hok- 
kienese and Chiu Chows longing to see Chinese heroes kick- 
ing armies of foreign devils to kingdom come, has been espe- 
cially hard hit by the video boom. Instead of visiting the local 
cinemas, people sit at home and watch pirated videos. 

Then there is the difficulty in trying to please both China, 

tentially a vast market (“if every Chinese would buy an oil 
E ... ), and Taiwan. The Taiwanese Government bans 
any film by a director who also makes films in China. As 








My Lucky Stars: top draw. 
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Ann Hui: early promise. 


many Hongkong directors do just that these days, the prob- 
lem has to be circumvented by the use of ever-changing 
pseudonyms. Interesting deals are also being made surrep- 
titiously by some of the big Hongkong companies to keep 
China happy. Shaw Brothers, which since 1985 no longer 
produces films, but distributes them and rents its studios, is 
said to finance certain productions in China. The company, 
however, denies this. Meanwhile, Taiwanese films which 
would displease China are banned in Hongkong. 

Still, while films like Twinkle Twinkle Little Star make 
tens of millions, the industry is in relatively good shape com- 
mercially. In good enough shape, one would think, to take 
the occasional risk and let a serious director take over from 
the hacks to make a decent film once in a while. It seems a 
scandal that truly gifted directors such as Allen Fong, who 
made the excellent Father and Son (1981) and AA Ying 
(1983), spend years begging and stealing to get financing for 
very modestly budgeted films. Other talented directors of the 
New Wave, which seemed so promising in the late 1970s, 
such as Ann Hui and Tsui Hark, find money but turn into 
hacks to do so. 

Leaving aside the talented mavericks for whom there is so 
little room in Hongkong, why should the quality of regular 
commercial films be so appalling? 
For even popular entertainment 
used to be better 10 years ago. 
Some suggest it might have some- 
thing to do with that great local 
taboo (as yet hardly referred to in 
films, except in highly allusive 
ways), the future after 1997. Ac- 
cording to Lee Chok-to, editor of 
the Hongkong magazine Film Bi- 
Weekly: *People are anxious and 
want to be distracted as much as 
possible. This is why about 70% of 
Hongkong films now are slapstick 
movies. 

Hongkong  slapstick, often 
mixed with violent action, di- 
rected by such highly successful 
stars turned directors as Samo 
Hung and Michael Hui, is es- 
capism at its most extreme. There 
is little plot, little coherence even between scenes; there are 
ever more wildly exaggerated gags, full of puns and jokes 
which are so local that most Chinese outside Hongkong have 
a hard time understanding them. None of this would matter if 
these films had not been reduced to such predictable for- 
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mulae that the audience must have seen most gags at uc 


twice before. Successful Hongkong films are based on stars 
and stereotyped forms. Every hit is repeated ad 
nauseam in minor variations. Hollywood East, às 
some like to call the Hongkong industry, often 
looks like a grotesque caricature of its model in the 
West. 

Lee finds it a "horrible experience" to watch 
these entertainments. There must be more people 
like him. Despite what producers may think, there 
is an audience in Hongkong which likes to get more 
out of a film than belly laughs or endless blood- 
letting. Ticket sales for this year's Hongkong Inter- 
national Film Festival, which showed some pretty 
obscure films, were brisk with close to 70% of 
the available seats sold. Another positive sign 
is the opening of cinemas offering better-quality 
films. 

Lee thinks people will get so utterly bored with 
the present formulae that producers will have to 
think of new ways to milk the golden cow. Then 
they might even be forced to take some risks. 
And then, who knows, good Hongkong films might 
even be made. Stranger things have happened 

ere, 
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A slight detour sometimes opens up a wide spectrum of opportunities. 


You really begin to appreciate the wide choice of onward-flight connections from Zurich and 
Geneva airports when you have failed to find a non-stop flight to where you want to go. 
Swissair often links two cities so conveniently that it makes flying via Switzerland seem like 


a short-cut. The Swissair timetable will shed more light on the broad spectrum of 


opportunities available. swissair 
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the Far Eastern Economic Review has 
T] long been recognized by leading busi- 
O e ness executives throughout the world as 
the most authoritative newsletter of its 
— kind. 
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the important zones in China. 
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Keating and Hawke: banana republic. 





Australia could become a ‘third rate’ economy 





By Hamish McDonald in Sydney 


A 


ustralian Treasurer Paul Keating 
has attempted to set the political 
scene for a re-adjustment of economic 
policies to cope with Australia's stub- 
born  balance-of-payments problem 
with blunt remarks on a Sydney radio 
interview — in the process touching off 
a short-lived scare about the Australian 
dollar. 

The occasion was the release on 13 
May of April national accounts figures 
showing the month's current-account 
deficit to be A$1.48 billion (US$1.1 bil- 
lion), about:A$450 million above the 
average for the previous five months 
and thus sharply above expectations in 
financial markets. 

It showed that despite a fall of about 
25% in the free-floating Australian dol- 
‘ar on a trade-weighted basis since 

anuary 1985, the depreciation had not 
yet shown much impact on symptoms of 
a chronic trading illness. With two 
months still to go in the 1985-86 fiscal 
year (ending 30 June), the current-ac- 
count deficit was already more than 
A$12 billion, compared with a A$10.7 
billion deficit in 1984-85, and heading 
for a final outcome close to A$14 billion 
— about 6% of gross domestic product 
instead of the 4.6% Treasury estimate 
last August. 

The Treasurer's office was unusually 
silent about the figures for almost a day. 
Then instead of addressing economic 
commentators, Keating chose to air his 
views on a mid-morning radio show. He 
told his interviewer *we must let Aus- 
tralians know truthfully, honestly, earn- 
estly, just what sort of an international 
hole Australia is in. It's the prices of our 
commodities: they are as bad in real 
terms [as any time] since the Depression 
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. « « If this government cannot get the 
adjustment, get manufacturing going 
again and keep moderate wage out- 
comes and a sensible economic policy, 
then Australia is basically done for. We 
will just end up being a third-rate econ- 
omy." 
Should Australia not climb out of 
this “hole,” the alternative was to “close 
the economy down" by cutting growth 
and allowing unemployment to rise, be- 
cause “you can't fund A$12 billion a 
year in perpetuity." Should the out- 
come be such an induced depression, 
"then you have gone," Keating said. 
"You are a banana republic." 

Initially picked up by an audience of 
housewives, truck-drivers and travel- 


ling salesmen, Keating's remarks hit fi- | 


nancial markets later that morning in à 
one-sentence highlight flashed over 


Down Under in a hole 


61 on the Reserve Bank of Australia 
(RBA, the central bank) trade-weight- 
ed index. Later Keating seemed to in- 
dicate that the audience he was really 
addressing was chiefly the ruling Aus- 
tralian Labor Party ( ALP). 

With his annual budget speech due 
early in August, efforts by Keating and 
Finance Minister Peter Walsh to iden- 


| tify savings in expenditure have been 
| running far short of the level needed to 





economic monitor screens. Foreign-ex- | 


change traders, who had reacted over- 
night with a moderate mark-down of the 


Australian dollar by about one cent | 


from the previous 74-75-US cent 
band, dumped the Australian currency 
in what some dealers later admit- 


ted was a classic "herd mentality” | 


Casc. 


By 5 p.m., the dollar had plunged 4 | 


US cents, to below 70 US cents for the 
first time in three months. Yields on 


short-term securities shot up by 0.5% in | 


a reverse of a run-down over previous 
weeks. 

Markets recovered their  poise 
quickly, with the dollar climbing back 
above US 72 cents and from 59 towards 
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keep the governments "trilogy" of 
promises to keep spending, revenue and 
the federal deficit at the same propor- 
tion of GDP as in the current fiscal year 
(REVIEW, 1 May). 


n June, Keating also chairs an annual 

meeting with premiers of the six states 
— all but Queensland and Tasmania are 
held by the ALP — to discuss allo- 
cations of revenue to state budgets 
(all income and corporate tax is col- 
lected by Canberra), and set ceilings 
for state and semi-government borrow- 
ings overseas during the coming fiscal 
year. 
-~ With these processes clearly in mind, 
Keating said the domestic adjustment 
forced by the external accounts should 
be a "temporary cut in living standards 
achieved through a reduction in govern- 


| ment services.” 


Under the strictures of the wages ac- 
cord worked out with employers and 
unions in 1983 and modified only margi- 
nally to allow for the devaluation, the 
brunt of the control of the inflationary 
effects of the higher cost of Wr has 
fallen on monetary policy. This has 
been a blunt weapon, the kind that 
Keating warned about. Since Sep- 
tember the housing industry has stall- 


as = Oe — 


Qs he Se ee 

| ed. The savage climb in interest rates late 
in 1985 has undoubtedly held back busi- 
ness investment in the new capacity 
needed to replace imports or boost ex- 
ports, since Australian manufacturing 
was in no shape to respond in the short 
term even to a 25% price stimulus. One 
of the few manufacturing industries 
that could be helped by the deprecia- 
tion, the car-makers, was side-swiped 
by a new 46% tax on perks given to em- 
ployees. 

Although the economy had slowed 
from the 4-5% growth rate of last year 
to around 3.25% for 1986, according to 
early Treasury forecasts, inflation 
jumped by a percentage point over the 
March quarter to 9.3% and job crea- 
tion continued fairly strongly. Surveys 
of business have shown widespread 
pessimism about the competitive gains 
of depreciation being held for very 
long. 

It could be reasonably argued that 
the much-anticipated J-curve in the 

“current account — the upturn in the 
balance after being initially worsened 
by currency depreciation — would take 
some time to arrive because import-re- 
placement required new capacity in 
many cases, and that investment could 

- initially worsen the trade balance be- 
cause much capital equipment would 
necessarily be imported. Capital equip- 
ment imports have in fact grown by 
about 30% — twice as fast as consum- 
4 product imports since the dollar 
ell. 

Keating’s point about the terms of 


Keating’s 
banana slip 


The Australian Treasurer 
finds he has to ‘put up’ 


eating’s “banana republic” com- 

ments had an initial impact well 
away from the area of fiscal stringency 
on which he had wanted to focus atten- 
tion. On 16 May Keating and Industrial 
Reiations Minister Ralph Willis went to 
Melbourne for a routine meeting with 
leaders of employer groups and the 
Australian Council of Trade Unions, 
(ACTU) to review the operations of the 
government-union prices-and-incomes 
‘accord” whereby wages are adjusted 
to consumer-price index movements 
every six months. 

The accord, instituted soon after 
Hawke’s ALP government took office 
in March 1983, has been under criticism 
since last year’s weakening of the dollar 
as a mechanism whereby one-off in- 
creases in prices of imported goods are 
fed back into a general wage rise instead 
of being absorbed. The ACTU con- 

. ceded a single discounting of wage ad- 
justments for this effect — taking only a 
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trade reflects a new doubt about the ex- 
ternal situation, one that the RBA, 
among many other institutions, has re- 
cently highlighted as more than a short- 
term trend. 

The RBA estimated that a 9% de- 
terioration in Australia’s terms of trade 
during 1985 would have increased the 


deficit in goods and services by ‘about | 


A$1.6 billion, while the general rise in 
import and export prices would have 
added another A$300 million. Only an 
increase in export volumes relative to 
import volumes held the deficit growth 
back to A$1 billion. 


E» prices have continued to 
erode. The oil-price decline weakens 
coal prices. New subsidies for US ag- 
ricultural exports will damage both vol- 
umes and prices for Australian exports 


of wheat, barley, rice and cotton. Sub- | 


stitution and production efficiencies 
have constricted the demand for miner- 
als. As the Westpac Bank said in a re- 
cent newsletter: "The forces operating 
in world commodity markets are too 
complex to be judged in terms of price 
alone . . . rather [there is] evidence of a 
fundamental shift in the balance of Aus- 
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2.2% rise in wages for the 4.2% increase 
in the CPI over July-December last year 
— but exacted pledges of cuts in income 
taxes from this September, and intro- 
duction of industry pension schemes 
over two years from this July funded in 
part by a compulsory 3% levy on wages 
to be paid by employers. 

Pent-up grievances about this caused 
heated remarks by employer spokes- 
men at the 16 May meeting, to the effect 
that the accord took no account of the 
state of the economy or capacity of 
particular industries to pay. After 
ACTU leaders replied in kind, Keating 
issued a *put up or shut up" challenge to 
debate all aspects of economic po- 
licy. 

Possibly to his surprise, he found it 
accepted and the venue set in early June 
for what news reports quickly portrayed 
as an economic “summit” meeting — a 
consultative technique Hawke aban- 
doned after his ill-fated attempt to gain 
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tralia’s trading relationship with the rest 


of the world. 

The imbalance between domestic 
cost pressures and declining terms of 
trade causes considerable pessimism 
among many established investment in- 
stitutions. The huge AMP Society for 
one has made no secret about the shift 
of much ofits investment portfolio over- 
seas, and is scathing about the backing 
for the bull run of recent months in Aus- 
tralian stockmarkets. 

Much of this share-price chase has 
been the result of ever more predatory 
takeover activity within a declining pool 
of quality stocks. Extension of capital- 
gains tax has further limited the volume 
of shares in circulation. The rise of in- 
vestment funds has forced many institu- 
tions to look to profits from quick turn- 
over of investments rather than long- 
term earnings from dividends. The re- 
cent stability of the Australian dollar 
against the US dollar — even though 


both have been falling — has also 
brought American investors into the 
game. 


Another important factor has bee 
the willingness of foreign banks to lend 
into Australia to fund share purchases, 
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: GRAPH by Andy Tang 
consensus on sweeping tax reforms la~* 
July (REVIEW, 18 July '85). 

Hawke, travelling in Japan ana 
China, found himself in the position of a 
leader unseated by a coup d'etat back 
home. As opposition leader John How- 
ard gleefully pointed out that his leader- 
ship had been **usurped" by Keating, 
Hawke initially showed he had little 
idea of Keating's intentions and re- 
vealed his annoyance to accompanying 
journalists. On 18 May he ordered Dep- 
uty Prime Minister Lionel Bowen to 
take over organisation of the economic 
"summit" from Keating, and play down 
the meeting's significance. 


eating may well have done more than 

he set out to do, but since the deba- 

cle of the tax summit — when Hawke 
undercut the treasurer's position com- 
pletely by a backroom deal with ACTU 
eaders — his standing in financial cir- 
cles has held up where Hawke’s has fall- 
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the A$3 billion lent to Robert Holmes à 


Court for his Broken Hill Proprietary 
Co. (BHP) bid being the outstanding 
case. Australian banks, too, have been 
avid borrowers abroad. While the sheer 
size of requirements and local loyalties 
cut local banks out of the BHP deal, in 
most cases the incentive to borrow 
—— is the wide interest rate differen- 
tial. 

Keating did not mention the increas- 
ing cost of servicing foreign debt as a 
structural problem in the current ac- 
count, though it added A$1.7 billion to 
the deficit in 1985 — more than the shift 
in the trade terms. Why this is not sing- 
led out is not hard to guess: high interest 
rates are in large part due to the weight- 
ing on monetary policy dictated by the 
wages accord. 

While most economists point to fis- 
cal stringency as part of the solution, the 
most telling attack on the investment lag 
and the external account thus would 
have to come from Prime Minister Bob 
Hawke and his mates from the Aus- 
ralian Council of Trade Unions: ex- 
ension of wage-discounting and con- 
sequently less need for intervention 
by the RBA in foreign-exchange and 
money markets to hold up the dol- 
lar. 

This in turn would ease pressure on 
interest rates and encourage invest- 
ment, if not in manufacturing then in 
service areas such as tourism where, as 
the central bank points out, local 
suppliers can to a greater extent be 
price-makers. o 


en. His virtual indispensability will 
allow him to ride out Hawke’s anger. 

Calculated or not, the opportunity 
for a eappraisal could be passed 
up Ms poiha esiou; Hawke was 
UR on the telephone from Peking to 

CTU president Simon Crean, and al- 
ready the makings of a deal were appa- 
rent — one that would make the forth- 
oming “summit” as much a charade as 
e tax conference. 

Crean indicated that rather than see 
p welfare spending hit by 

udget cutting, the trade unions would 
not object to a three-month deferral 
of tax cuts — which the Treasury be- 
lieves could save about A$600 million. 
In addition, unions could be flexi- 
ble about the "appe. of new pension 
schemes where weak industries were in- 
volved. 

To many economic commentators, 
this would be merely tinkering with the 
product of earlier tinkering. The April 
current-account figures crystallised con- 
siderable concern about economic 
trends that had been obscured by the 
strengthening of the dollar since Feb- 
ruary and the easing of interest rates 
from their peak of 19-20% (measured 
eL bank prime lending rates) to 
about 17% early in May. 

— Hamish McDonald 
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ENERGY 


The third oil shock 


Asia's crude producers relax contract terms for exploration 


By Paul Handiley in Hongkong 


perite the prospect of cheap oil for 
the next five years, Asia's big crude 
consumers are going ahead with long- 
term plans to diversify their energy 
base. With the two 1970s oil shocks still 
fresh in their minds, the consensus is 
that resumed reliance on oil could bring 
about a similar price shock by 1990. 

The next oil "crisis" could indeed al- 
rices have 
forced operators in the US, Canada and 
the North Sea to shut in expensive wells, 
which will not be opened again until the 
price steadies above US$20 a barrel. 

At the same time, non-Opec mem- 
bers are beginning openly to discuss co- 
operation with Opec to help shore up 
prices. Asia's three non-Opec exporters 





— Malaysia, China and Brunei — have 
indicated support for the organisation, 
though they have yet to cut back pro- 
duction following Opec members' ef- 
forts. The combination of low oil prices 
and debt-laden oil majors — à result of a 
rash of takeovers in the US — has 
forced down exploration activity 
around the world. In the US, explora- 
tion drilling ts at its lowest point since 
World War II. 

True to the 100-year-old petroleum 
cycle, slowed exploration will mean a 
drawdown of international oil reserves. 
Meanwhile, demand is reacting, albeit 
slightly, to the low prices. This may 
mean that by 1990, oil prices will be on 
the eb Asian analysts have ac- 
cepted the likelihood of prices holding 
onto a US$16-a-barrel plateau for the 
next 18 months. A steady increase 
should take the price to US$20-21 a bar- 
rel by 1990, if Opec can maintain some 
unity over the period. J 


Asia’s major oil producers — In- 
donesia, China, Malaysia, Brunei, 
India and Australia — recognise that b 
1990, growing domestic demand will 
limit their ability to maximise oil ex- 
ports. Several of them have already 
taken steps to stem the fall in explora- 
tion investment: if they cannot, produc- 
tion levels in 1990 will leave them un- 
able to cash in on a rising market. Ma- 
laysia, China, Indonesia and India are 
offering more attractive terms to 
foreign oil companies. But attempts to 
lighten the domestic demand for oil with 
alternative energy sources, such as coal 
and gas, are slowing in the short term as 
lower oil income means less funds avail- 
able for new investment. 

The low price has not forced these 
producers to cut back output. Produc- 
tion costs in most of their oilfields are 
below US$10 a barrel — Indonesia's 
and Brunei’s costs average less than 
US$7.50 a barrel. Indonesia has cut pro- 
duction from 1.3-1.45 million barrels 
per day (bpd) to 1.2 million bpd to keep 
in step with Opec. Malaysia ba 
an 18% production increase to 510,000 
bpd in 1986. 


E India and Australia, production is 
also fairly cheap, but in the latter 
the higher-cost wells are thréatened by 
cheap imports, and many are likely to 
be shut in. China must maximise output 
of its single largest commodity export, so 
it will not cut production as the market 
price falls: it is more likely to increase 
production if possible. China has set a 
goal of raising production from 125 mil- 
lion tonnes last year to 150 million ton- 
nes by 1990. 

Malaysia, India and China have al- 
ready sweetened the terms of their pro- 
duction-sharing contracts for foreign oil 
companies to maintain exploration in- 
vestment. The first two have made sub- 
stantial contract revisions. China, al- 
ready offering competitive terms, has 
kept its basic Einer and has shown 
flexibility on new contract details. 

Two related trends have forced the 
Malaysian change: new discoveries in 
Malaysian waters tended to be small, 
and foreign companies were exhibiting 
more interest in Chinese and Indone- 
sian terms. In December, the Malaysian 
Government announced an increase in 
the share of oil from small fields for the 
contractor, from a pre-tax 30% to a pre- 
tax 50% if production is under 10,000 
bpd. Moreover, the state oil company, 
Petronas, will allow foreign contractors 
to recover their investment much more 
quickly by taking up to 50% of produc- 
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tion for cost recovery, compared with 
the previous 20%. . 

Other concessions, like the elimina- 
tion of bonus payments made on the 
signing of the contract and upon first 

roduction of oil, and added incentives 
or those discovering gas fields, have 
also sweetened the take for contractors. 

China has countered with its own 
competitive terms, after a number of 
contractors from 


up empty-handed. In its second round 
of bidding for offshore exploration 
areas, seven contracts have already 
been signed for areas likely to yield only 
small finds. According to the China 
Energy Report 1986 just published by 
the American Chamber of Commerce 
in Hongkong, China has indicated wil- 
lingness to exempt small and medium 
fields from the 12.5% royalty tax. 

In addition, a recent contract 
awarded to Cluff Oil in the southern 
section of the Yellow Sea reduces the fi- 
nancial risks of exffioration by allowing 
the company to withdraw after making 
its preliminary geophysical studies. 

For companies such as British 
Petroleum which were successful in 
the first-round of offshore bidding 
but failed to find any oil, China 
has even offered new territory for ex- 

loration at no extra cost. Says Gage 
cAfee of Coudert Brothers: “They are 
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The broker’s pledge 


Singapore acts over share mortgaging 


By Nigel Holloway in Singapore 


li now appears certain that Lin Securities, one of the six 

Singapore stockbroking firms with the heftiest exposu 

the failed Pan-Electric uper » will go into liquidation with 
8$34.3 million), after the managing 


debts of $$76 million ( 


its first round of | 
offshore lease allocations have turned | 
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doing deals with impressive flexibility.” 

Even then, analysts Hannah Moore 
and Michael Fosh conclude in the same 
report that the pace of offshore explora- 
tion in China, crucial to the country 
reaching its production goals in the 
1990s, will slow, in line with the world 
trend. This reduces the country’s likeli- 
hood of meeting those goals. 

If they do, it will be through faster 
and more intense exploitation of known 
onshore oil structures, which is likely to 
lower the final amount of oil recovered 
from those deposits. To its credit, China 
is bringing foreign oil companies on- 
shore to pick up the pace of exploration. 


hile Indonesia’s production-shar- 

ing contract, which has been the 
model for other Asian producers, nets 
the contractor 15% of the oil, India has 
increased that share to 20% in its third 
round of offshore contract bidding. Two 
earlier rounds of offerings received little 
response. A surtax and royalty tax, and 
various bonuses, have been dropped. 


Following the China example with | 


Cluff Oil, India is also offering a pullout 
option if initial seismic surveys prove 
unpromising. Originally, companies 
had to complete both seismic and drill- 
ing programmes before giving up. 
Indonesia has not jockeyed around 
as much, and the result could be very 
negative. New exploration contract 


= 
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of unresolved questions over a 1984 tax 
revision. In existing contract areas, re- 
cent discoveries have been small and the 
current basic contract fails to offer as 
good a deal as Malaysia is offering for 
marginal fields. New block offerings 
have slowed, and are for geologically 
less attractive acreage. 

Exploration activity, in terms of 
wells drilled, could be 15-25% below 
last year, Jakarta-based oil company of- 
ficials predict. Total contractor spend- 


| ing on exploration could fall by more 
| than 25% from 1985's three-year low. 


The fall is crucial: Indonesia's 
proven oil reserves have gone from 10.5 
illion barrels in 1980 to 8.5 billion bar- 
rels today, industry analysts estimate. 
Even with domestic consumption re- 
maining a constant 400,000 bpd, today's 
maximum export capacity of 1.1 million 
bpd could be curtalied to only a maxi- 
mum 800,000 bpd. 

For Brunei, production is on what is 
viewed as an inevitable long-term down- 
hill slide. The small basins aroun 
Brunei are well-explored, and new A 
ploration will only move when the oil 
price returns to its 1983 levels where 
small fields were easily worked. 

Oil consumption in India is expected 
to more than double over the next 20 
years. Through heavy government in- 
vestment in exploration, imports have 









—— assets or a floating one. 
If a firm borrows against a fixed 
charge, it must be recorded with 
the registrar of companies and 
therefore becomes public know- 
ledge, but a letter of hypothecation 
never appears in company records 
in this way. Such a "hypo," as it 
is called, is useful for a sharebrok- 
er, for whom scrip comprises its 
chief asset and also its main stock- 
in-trade. Issuing this type of letter, 
for example, does not prevent the 


director, Lin Tah Hwa, was charged with cheating in a dis- 
trict court on 15 May. Lin's prediction that his is a “test case" 
is likely to prove correct. 

Lin faces a total of 22 counts of cheating a total of 14 
banks, most notably Oversea-Chinese Banking Corp. He is 
alleged to have *hypothecated" (pledged or mortgaged) the 
same shares to two or more banks on 21 February, a week be- 
fore his firm went into provisional liquidation, and to have 
committed the alleged offences with his sister, Kathryn Tan, 
a director of Lin Securities, and Ng Koh Lip, the general 
manager. Only Lin faces the charges, each of which carries a 
maximum sentence of a year’s imprisonment. No plea was 
taken and shares seized by the Finance Ministry’s commer- 
cial affairs investigation were handed over to the liquidators, 
Peat Marwick Mitchell, for disposal. 

The charges all involve letters of hypothecation, which 
are lists of shares that a stockbroker pledges to a bank in ex- 
| change for loans. Lin is alleged to have hypothecated the 
same shares to more than one bank, thereby " dishonestly in- 

the bank to continue to grant Lin Securities . . . credit 
facilities which the bank would not have granted, or granted 
to the same extent, had it not been so deceived." 

One of the central questions the court will have to deter- 
mine is whether a letter of hypothecation is a fixed charge 


broker from selling those shares 
mediately afterwards in the no 
course of business. The practice 
worked smoothly when Roslin 
was good, but the trust between 
banker and client has evaporated 
with the collapse of the stockmarket. 
These letters have been widely used in Singapore and 
have been employed as pledges to varying degrees by all the 
stockbrokers, including the weakest members of the breth- 
| ren. The charges Lin faces allege that he deceived his cred- 
| itors as to the extent of his security. 
In the latest crop of lawsuits to be harvested by the 
Pan-El affair, the Singapore merchant-banking subsidiary 
of Britain's Hill Samuel has filed a suit to recover S$15 
million from Sng Hock Seng of City Securities and from 
four other stockbroking firms. The money was used in for- 
ward-share deals which went sour and Hill Samuel expects 
to make a provision of S$26 million for possible losses on 
loans and forward contracts in the year to the end of March 
1986. Prima, a flour miller, says it too is preparing to claim 
$$10.8 million from City Securities for shares, of which 
the share dealer refused to accept delivery at the appointed 
time. S — o 
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shrunk 
^ tion. ` 
Bombay i F field, now at its st 
tive e government has made 
signi * savings in the import bill for 
more than 7 million tonnes of crude year- 
ly, but if new domestic discoveries are 
not made these savings will be eroded. 
Australia, too, is likely to add to the 
international demand for oil. Explora- 
tion levels are far below what is needed 
to replenish proven reserves, which are 
being produced for both domestic and 
export markets. The slump in prices 
means the country saves on cheaper, 
heavy crude which must be imported, 
but it could be that in five years, light 
oil, now exported, will also have to be 
imported. Exploration spending this 
ear will be about 55% of the 1985 level, 
ut industry officials estimate that to 
maintain existing reserves, exploration 
needs to increase 160% over last year. 
Determination by Japan and other 
Asian crude importers to avert another 
oil shock in the 1990s offers a bright 
side. Flush with cash savings from lower 
energy import bills, Taiwan, South 
Korea and Japan can afford to step up 
their own investment in energy sources. 
Japanese firms such as Nippon Oil Co. 
and the oil arms of the Mitsubishi and 
Sumitomo groups have recently made 
outright purchases of oil reserves. 





Study for your 


MBA 


in Australia 


The Australian Graduate School of Management 
" offers postgraduate management education of the 
highest standard. It now invites applications for 
admission in 1987 to its two year, full-time only, 
Master of Business Administration (MBA) program. 





Entry is competitive and overseas students wishing 
to enrol in 1987 should apply as soon as possible to 
the Admissions Officer at the School for full details 
of the program and admission requirements. 
Applicants must also lodge an OVERSEAS STUD- 
ENT APPLICATION FORM with the OVERSEAS 
STUDENT OFFICE in Canberra, Australia. Please 
contact the Australian Diplomatic Mission in your 


country for further details. 
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Chir ja Peti bum € orp. i is | 
"| Petey interested in oes the same. 
alysts expect all three to take 
greater risks in new exploration in the 
proven Southeast Asian oil basins. This 
would soften the blow of reduced in- 
vestment from oil majors. The three are 
investing heavily in overseas coal re- 
serves as well, and South Korea and 
Taiwan are following Japan's lead in 
securing long-term gas supplies from 
as-rich countries like Indonesia. 
aiwan is in final negotiations to import 
liquefied natural gas from East 
Kalimantan, and South Korea and 
Japan are noting Indonesia's ability to 
export cheap liquefied petroleum gas. 


» Robert Delfs writes from Peking: 
The fall in world oil prices is expected to 
cost China an estimated US$2 billion in 
export earnings this year, an official of 
the China National Chemicals Import 
and 2 Corp. said. This is consist- 
ent with a reported 30% first-quarter 
fall in petroleum exports from the level 
a year ago. China's most important ex- 
port product, oil has historically gener- 
ated about a quarter of all export earn- 
ings, with about 30 million tonnes earn- 
ing US$6.3 billion in 1985. 

State Councillor Zhang Jingfu said in 
an interview with the Kuwait Times that 
this level would be maintained in sup- 
port of Opec. Some thought is even 
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| ‘to reduc rt vo — 
to meet rising domes stic demand, st 
while extremely low prices prevail. 5» 
Oil shortages have been intensified _ 
by the rapid spread of cars in the past 
two years, particularly in Sichuan an 
the southeastern provinces. Domestic - 
demand will easily absorb any addi- - 
tional quantities of oil diverted from ex- _ 
port stocks. There is likely to be little or 
no impact on prices for petroleum pro- 
ducts, which are state-controlled, nor 
on the current programme to replace - 
oil-fired thermal power plants with new 
coal-fired facilities. Transport to some 
areas with serious oil shortages remains | 
a problem, however, and China has re- 
cently purchased quantities of Indone- — 
sian crude for use in the oil-short south- 2 


. east. 


The oil-price slide has hurt China's i 
offfshore oil programme, according to- 
China National Offshore Oil Corp. gen- | 
eral manager You Dehua. But “no — 
foreign ipe ue o officially raised 
[the idea o thdrawing from joint- - 
venture ex oration or development — 
projects,” You was quoted as sayingin | 
the People's Daily overseas editionon6 | 
May. You said that offshore fields with — 
less than 7 million bpd annual produc- - 
tion capacity would be exempted from — 
state mineral exploitation fees, and that - 
efforts were under way to develop 
guaranteed markets. 
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Malaysia’s squeeze tactics 


Bank Negara is suspected of punishing currency speculators 


By Nick Seaward in Kuala Lumpur 


fter three weeks of mayhem in 

Malaysia’s money market,-the cen- 
tral bank, Bank Negara (BN), has fi- 
nally managed to impose some stability 
on inter-bank interest rates. Bankers 
and money-brokers point the finger at 
BN itself for causing a temporary but 
acute liquidity shortage, which they 
claim was part of a tactic to flush out 
banks speculating heavily against the 
local currency. 

A spokesman for the central bank re- 
fused to confirm or deny that this was 
the case. Meanwhile, overnight money 
is now back to its former level of 7-955, 
compared to a high of 55% recorded at 
the beginning of the month. Bankers es- 
timate that in the eight days to 16 May, 
the central bank had to recycle some 
M$3-4 billion (US$1.2-1.5 billion) into 
the money market in order to ease the 
acute shortage of local currency which 
had sent rates spiralling upward. 

The unprecedented shortage was at- 
tributed by BN to seasonal tax and oil- 
company royalty payments, which 
sucked more than M$1 billion tem- 
porarily out of the system at the end of 
April. The central bank also blamed 
some corporate treasurers for holding 
off until the last minute before convert- 
ing US dollars into local currency to pay 
their tax bills. It blamed yet others for 
borrowing cheaply on their lines of 
credit with the commercial banks and 
placing the money on the inter-bank 
market via the merchant banks to take 
advantage of the soaring rates. 

From about 26 April to 8 May, bank- 
ers estimate that BN spent about 
US$400-500 million buying local dollars 
in the foreign-exchange market. This in- 
tervention succeeded in strengthening 
the local unit from M$2.63:US$1 at one 
stage to M$2.56, say the banks, but in- 
stead of recycling the dollars back into 
the system as usual, BN sat on the 
money. 

At the same time, BN is believed to 
have stopped rolling over existing 
money-market loans. The combined ef- 
fect of these measures is estimated by 
one banker to have bottled up about 
one-third of the funds normally circu- 
lating on the inter-bank market, which 
last EM averaged M$9.3 billion a 
month. 

Overnight rates quickly soared from 
around 11-14% on 25 April to 30% 
three days later. By the end of the 
month, the overnight rate had surpass- 
ed 1985’s high of 35% and on 2 May 
some desperate banks were offering 
55% for overnight money, 35% for one 
week and a staggering 18% for three 
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months — compared with the two 
largest commercial banks’ base lending 
rate of 9.75%. 

BN stayed out of the market for a 
further three days until it seemed that 
the pips were about to squeak. A few 
minutes before the 2 p.m. clearing on 5 
May, BN offered overnight funds to 
domestic institutions at 40%. It was 
not until 8 May that BN felt that it had 
punished the short-sellers sufficiently 
and decisively to bring money-market 
rates down by offering 8%, 9%, 10% 
and 11% for overnight, one week, one 
month and three months respectively. 

An official denied that BN deliber- 
ately kept large amounts of money out 
of the system: “We didn't set out to 


egara: sitting on assets. 


or 
WENDY FORDYCE 





punish anybody,” he told the REVIEW. 
“The central bank’s role is to make 
available liquidity and bring stability to 
the market." However, BN's annual re- 
port for 1985 makes it quite clear that an 
identical tactic was used to flush out 
speculators in November, when the tin 
crisis prompted a run on the local dollar. 
During that episode, BN pushed over- 
night rates up to 35%, which resulted in 
the banking system's overall liquidity 
ratio reaching its lowest level of 21.5% 
for the year and the loans-deposits ratio 
rising to 97.395. 


Ac from the Hongkong and Shang- 
hai Banking Corp. and the Stand- 
ard Chartered — which both have large 
deposit bases — the foreign-incorpo- 
rated banks in Malaysia are thought to 
have had a uniformly hard time in the 
recent crisis. Some are believed to have 
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loan-deposit ratios in excess of 150% 
and, therefore, are heavily dependent 
on the inter-bank market. The effect of 
the squeeze has been intensified be- 
cause of many banks’ recent propensity 
to borrow very short-term money to 
avoid getting caught by a declining local 
dollar. 

As for those foreign offshore banks 
which were the real target of BN’s 
“flushing out,” only three — maybe 
four — based in Singapore and Hong- 
kong are believed to have been hit 
badly. This is a surprisingly small 
number as interest rates on swaps rose 
to 100-110% at the height of the crisis 
and are still at a relatively stiff 12-13%. 
One bank's treasury manager told the 
REVIEW that any foreign short-seller 
caught on the wrong side of that rate 
earlier in May would have lost 
M$140,000 a week for every US$1 mil- 
lion swapped, after taking into account 
the strengthening of the local dollar dur- 
ing the period. 

The continuing high rate for swaps is 
being taken as an indication that th 
currency is still under pressure. Wit 
plummeting. commodity and oil prices 
expected to widen Malaysia's current- 
account deficit this year, most 
economists expect the local dollar to be 
down at the M$2.70-2.80 level, at best, 
by December. In the meantime, bank- 
ers say, the best that BN can do is to pre- 
vent wild fluctuations in the value of the 
local unit by hampering speculation but 
there remains the nagging suspicion that 
BN intends to defend the currency at 
around the M$2.60 level. 

The long-term upward pressure on 
money-market rates implied by the de- 
cline of the local dollar is expected to 
hurt medium and small locally incorpo- 
rated banks most. They have small de- 
posit bases and have no recourse to 
swaps. Worse still, as a result of a deal 
between BN and the Association of 
Banks last year, commercial banks can 
only offer deposit rates within 0.5 of 
a percentage point of the rate set ' 
Malayan Banking and Bank Bumiput 
Malaysia — currently running at 6.75%. 

The banks have responded by raising 
the rates they pay on 15-month deposits 
(which are not covered by the restric- 
tions) to around 11.5% and by offering 
better terms on negotiable certificates 
of deposit, but these measures are not 
enough to attract the small investor 
away from illegal finance companies of- 
fering rates of up to 20-30%. 

Bankers and money brokers are still 
not convinced that BN has managed to 
stop the process that it started in April, 
however. “It looks like the crisis is 
over,” said one “but rates are still too 
high.” With further declines in the 
value of the local dollar deemed in- 
evitable, some believe that another 
period of wildly fluctuating inter-bank 
rates is on the cards for the second half 
of the year,— particularly if there is an 
election. o 
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HIGHLIGHTS FROM BANCO DI SICILIA ANNUAL REPORT 1985 


(in billion Lire) 

1985 1984 

Capital and Reserves 1,227.6 1,089.2 
Total Loans and Advances 180119 16790 
Total Deposits 25,1799... 23,4952 
Total Assets (excluding Contra Accounts) — 31,4069 — 29,1126 
Net Profit* 20.9 18.6 


* After allowing 60 billion Lire for depreciation and 188 billion Lire 
for provisions. 


Head Office: Via Mariano Stabile 182, Palermo. 
International Banking Group -Head Office: Via del Corso 271, Roma 
Branches Abroad: Frankfurt a/M, London, Los Angeles (Foreign Branch), 
$ New York, Paris | 
Representative Offices: Brussels, Budapest, Chicago, Munich, Singapore 
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- The re-opening of China to foreign trade 
and investment has demolished the last 
— major bastion to Western trade, opening up 
the world's largest potential market. 


- As Huan Xiang, a member of the Standing 

-. Committee of the People's Congress and 
- adviser to the Chinese Academy for Social 
.. Sciences, explained at a conference in Bei- 
jingin May 1985:e 


- "The policy of opening up to the outside 
- world has become a long-term fundamental 
- policy of the government. The government 
_ first made a decision to adopt special policies 
E and flexible measures regarding Guang- 
— dong and Fujian Provinces, and later estab- 
B lished the four Special Economic Zones, 
- Shenzhen, Zhuhai, Shantou and Ziamen, 
- opened up the 14 coastal cities and Hainan 
Island, actively enlarged the scale of external 
economic and technical exchanges and co- 
5 operation, and actively utilised foreign capi- 
tal and made efforts to attract foreign enter- 
» prises to China to set up joint ventures, 
1 cooperative production projects and all- 
d foreign-owned firms. " 


(d 1984, the 14 coastal cities alone signed 
p 
4 


es 


over 400 agreements on utilising direct 

foreign investment and nearly 1,000 agree- 

ments on taking loans from foreign entities 

- for effecting technical transformation, with 
; the total amount of foreign capital used con- 
- stituting 1.5 times the total direct investment 

- of the previous five years, and 2.5 times the 
. total of loans. 


This book explains how to do business 
with China by taking advantage of these 
new opportunities. It discusses the 
country's economic performance and po- 
tential, the economic geography of the 
¥ country, the political system, the role, 
B" volume and channels of doing foreign 
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business, the forms of doing business 
and the legal, regulatory and tax environ- 
ment. 


It also provides practical information on 
the many do's and dont's through the use 
of enlightening case histories. 
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(195 pages — liberally illustrated with colour plates, maps and graphs) 
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Sowing to the inevitable 


Singapore’s dollar defies a ‘strong’ currency stance 


By Nigel Holloway in Singapore 
TS Singapore dollar has been falling 
against all major currencies (except 
the Malaysian dollar) in recent months, 
despite earlier attempts by the au- 
thorities to resist downward market 
pressure on the currency. However, the 
depreciation has not yet led to any signi- 
ficant improvement in Singapore's com- 
petitiveness against its main com- 
petitors in export markets. 

Although the Singapore dollar has 
fallen by 33% against the yen since the 
Group of Five meeting last September 
(where a basic realignment of the 
yen/US$ exchange rate was agreed 
upon), it is the parity with the green- 
hack which has been given the closest at- 

ntion by foreign-exchange operators 
..1d other professionals. 

The Singapore dollar closed on 20 
May at US$1:8$2.227, its lowest level 
since November 1978, apart from a brief 
interlude last September when it 
touched  S$2.30. After that, it 
strengthened again and reached S$2.09 
(again briefly) by November. The 
Monetary Authority of Singapore 
(MAS) intervened heavily in the market 
during the September decline to 
counter what the quasi-central bank's 
deputy chairman, Goh Keng Swee, de- 
scribed as *a sustained speculative at- 
tack" on the local currency. 

Perhaps what is more important 
has been the movement of the Singa- 
pore currency against those of the 
other East Asian newly industrial- 
ised countries. (NICs). Dealers in 
Singapore are quoting the local cur- 
rency in New Taiwan Dollars S$1: 
NT$17.5 — little changed from a rate of 
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NT$17.68 at the beginning of last year. 

The South Korean currency strength- 
ened in 1985, but is now at S$1:Won 
402.9, almost the same as it was in 
January 1985. Only the Hongkong dol- 
lar has gained appreciably against the 
Singapore currency, thanks to the fact 
that the Hongkong unit is linked to the 
US dollar. It is these three NICS that 
Singapore is up against chiefly in world 
export markets. 

Now the Singapore dollar is slipping 
more gracefully and dealers report that 
the MAS has not been a big buyer of the 
currency since January 1986, when 
there was another flurry of activity on 
the exchange. Foreign-exchange mar- 
ket operators say the currency has been 
dropping in reffection of the market's 
view of Singapore's poor economic 
prospects. Gross domestic product fell 
by 3.4% in the first quarter of 1986 com- 
pared with the same period last year and 
the government is revising downward 
its growth forecasts for the rest of the 
year. 


he fact that the MAS has not been 

particularly active in support of its 
currency of late does not necessarily 
mean that the government's exchange- 
rate policy has shifted appreciably. The 
acting trade and industry minister, Lee 
Hsien Loong, said in February that 
the exchange rate should be set by 
market forces, while taking into ac- 
count the effect on export competitive- 
ness. 

The MAS, in its most recent annual 
report for 1984-85, puts its objéctive 
slightly differently; “to maintdin a 
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strong and stable» Singapore dollar 
aimed at sustaining confi ence in the 
economy and mitigating external infla- 
tionary pressures, while at the same 
time safeguarding export competitive- 
ness. 

The Singapore Government has 
traditionally been sceptical that a rising 
Singapore dollar would hamper domes- 
tic exports: There is little effect on en- 
trepot trade, since a high exchange rate 
for imports is associated with an equally 
high one for re-exports. The total value 
of re-exports fell by 3.7% to $$17.6 bil- 
lion last year because of poor commod- 
ity prices, Malaysia’s recession and that 
country’s move towards trading directly 
with its customers. 

Since the import content of domesti- 
cally-produced exports is very large, the 
government fears that the inflationary 
effects of depreciation will offset gains 
elsewhere. Even so, a fall in the Singa- 

ore dollar could help some of the is- 
and’s weakest induetries, such as hotels 
and shipbuilding. 

The MAS maintains the Singapore 
dollar parity through a managed float, 
by trying to ensure it fluctuates within a 
target band based on a (unpublished) 
trade-weighted basket of currencies of 
Singapore's main trading partners. On 
18 May, the Oversea-Chinese Banking 
Corp.'s trade-weighted index stood at 
122.36, 13.1% below its historic high of 
November 1984 and its lowest level 
since June 1981. 

Singapore has been in the unusual 

osition of producing chronic surpluses 
in both its public sector and its external 
account. The country's financial posi- 
tion changed quite markedly last year in 
that net lending to the private sector 
contracted by S$919 million because of 
the economic slump. While net lending 
to the government fell by S$3.1 billion 
(slightly less of a drop than in 1984), net 
external assets almost trebled to S$3.1 
billion last year. 

This domestic contraction, by itself, 
would have therefore created even 
stronger upward pressure on the Singa- 
por dollar if the MAS had not been a 

ig net buyer of foreign currency. Singa- 
pore’s gold and foreign-exchange re- 
serves rose by 19% to $$26.7 billion in 
1985, a much faster rate than in any year 
since 1978. 

Domestically, this process has en- 
abled the authorities to lower interest 
rates. Minimum lending rate and fixed 
deposit rates have been falling since 
September 1984. But with loan demand 
so weak there has been, so far, no rise in 
inflation. In fact, despite the fall in the 
trade-weighted index, the consumer 
price index dropped in February and 
March this year when it was 1.1% lower 
than 12 months earlier. 

Some analysts argue that the fall in 
Singapore's property market would not 
have been so drastic if currency depre- 
ciation had been allowed to take some 
of the strain. Oo 
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BANKING 


Political expertise 


The failed managers of failed banks benefit in bail-outs 


By Philip Bowring in Hongkong 


hat is the point of controlling a 

bank if you cannot lend the de- 
omg money to your friends and re- 
atives? This philosophy of banking as 
an aspect of family loyalty and guanxi 
seems to be given a boost by none other 
than the Hongkong Government. Some 
details of the deals by which the govern- 
ment’s Exchange Fund will be used to 
preserve some family interests in the re- 
constructed equity of two effectively 
bust banks, Ka Wah and Wing On, re- 
spectively controlled hitherto by the 
Low and Kwok families, indicate that 
the authorities see little wrong with the 
way in which these banks made huge 
and apparently irrecoverable loans to 
family members or business associates 
which appear to be in breach of existing 
rules limiting exposure to related par- 
ties to 25% of net worth. 

An official statement on 19 May by 
Ee store group Wing On 
inordings). the quoted parent of Win 

Bank, giving details of the bank's ef- 
fective takeover and recapitalisation by 
Hang Seng Bank, noted that the Ex- 
change Fund would indemnify the bank 
in the event that its net worth based on 
existing capitalisation subsequently 
proved less than zero because of higher- 
than-expected bad debts. Last year, 


No more 
the director 


Hongkong’s bank commissioner 
sees his powers diluted 


By Anthony Rowley in Hongkong 
Hone new Banking Bill is ex- 

pected to be passed by the Legisla- 
tive Council sors the territory's law- 
making body) before the end of May — 
with the powers of E and Depo- 
sit-Taking Company (DTC) Commis- 
sioner Robert Fell muted in one impor- 
tant respect compared with the original 
draft. 

The original Clause 82 of the bill 
gave the commissioner blanket powers 
to direct any bank or DTC not to engage 
in business practices which “will or may 
cause the soundness [of the lending in- 
stitution] to be dependent on the sound- 
ness of the financial position of a single 


P hi 
is was aimed at ending the poten- 


tially dangerous and highly prevalent 
practice among certain banks and DTCs 
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Wing On Bank lost HK$282 million 
(US$36.2 million) following a HK$120 
million loss in 1984. The eventual figure 
may be a lot higher as auditors Peat 
Marwick say that because of a lack of in- 
formation, the published accounts "do 
not give a true and fair view." 

The timing of the announcements 
was instructive. It was back in De- 
cember that the Hang Seng rescue of 
Wing On Bank was announced on terms 
identical to today’s document. But 
there was no reference then to Ex- 
change Fund support, and the govern- 
ment refused to comment when the 
REVIEW (SHROFF, 24 Apr.) suggested 
the fund was involved. More disturbing 
than the refusal of the authorities to 
admit how they were using the fund 
were the details of the bank's problems. 
It is now admitted that a "substantial 
proportion" of Wing On's HK$311 mil- 
lion exceptional provisons for 1985 re- 
late to loans to the late deputy chairman 
and chief manager of the bank, Albert 
Kwok. At end-1985, no less than 
HK$71 million was outstanding from 
him. 

In addition, there was a loan to a 
company of which he and his brother, 
Philip Kwok, chairman of the bank and 
its parent, were directors, for HK$45 





in Hongkong of concentrating their 
lending among relatively few connected 
parties, despite nominal prohibitions in 
the existing banking and DTC ordi- 
nances against such practices. 

The commissioner's power to issue 
"directions" has now been modified, to 
an ability to issue “guidelines.” In ef- 
fect, this means that Fell will merely be 
able to inform a bank or DTC — the 
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V'uiiion: Altough a Kwok tay Goat” 


Em has offered an indemnity to the 
ant to the tune of HK$20 million, this 
is a small part of the losses it has 
suffered due to their lending to them- 
selves. 

While the government guarantee 
may have been necessary to persuade 
Hang Seng to buy the can of Kwok 
worms, it is hard to see why the Kwoks, 
who remain minority shareholders, 
should also benefit. They are also, it 
seems, benefiting from the fact that 
Wing On (Holdings) is being strong- 
armed into the rescue deal — but on 
terms much worse than for Hang Seng. 
Having been misled by the Kwoks into 
mE for a HK$120 million rights 
issue for the bank last June before the 
nature of the bad family debts was ad- 
mitted, shareholders of the department 
store are now being asked to subscribe 
up to another HK$154 million which the 
company can ill afford. 


A’ the government has already made 
it clear that banks will not be a 
lowed to fail, it is hard to see why Hol 
ings’ shareholders should suffer to save 
the face of the family which has proved 
so incompetent. Kwoks who have failed 
to pay their debts have already forced 
the recapitalisation of the group's com- 
modity trading arm, which is 37% 
owned by Holdings. 

Meanwhile, over at Ka Wah Bank, 
where control is being acquired by 
China International Trust and Invest- 
ment Corp. (Citic) with similar Ex- 
change Fund guarantees, a few facts 
about a similar proposal have at last 


new bill covers both types of institution 
— of how he views what he regards as 
offending transactions. If the bank or 
DTC involved declines to heed his 
warning, the commissioner will now 
have to resort to other powers rather 
than being able to rely upon an automa- 
tic punishment for transgressing exec 
tives. 

Clause 82 has been deemed to be un- 
constitutional on the grounds that, as 
originally drafted, it gave the commis- 
sioner power in effect to “write law." As 
amended, the clause will give banks or 
DTCs acted against under this clause 
the power to appeal to the local courts. 
This gives it a greater semblance of 
equity but the change could render the 
commissioner virtually impotent to act 
quickly against an institution whose 
lending exposure appeared to put it in a 
dangerous position. Seeking the revoca- 
tion of a bank or DTC licence for in- 
stance, as an alternative to issuing direc- 
tions under Clause 82, could be a much 
more draconian and time-consuming 
action. 

The bill has been modified in many 
other minor respects since it was pub- 
lished in March, but only the change in 
Clause 82 required it to go back to the 
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emerged. Existing shareholders, head- 


ed by the Low brothers with 40%, will 
see their shares written down to one- 
twentieth current par value. But that 
is more than the zero they would be 
worth without the fund guarantee. 
Citic, meanwhile, is doing well enough. 
Apart from the government guarantee, 
it is not only getting 92% of the or- 
dinary shares of the restructured Ka 
Wah for HK$200 million, but is subcribing 
to another HK$150 million in attractive 
10% convertible preference shares. 

The fund may be much more ex- 
posed over Ka Wah than Wing On due 
to the fact that a large proportion of Ka 
Wah's doubtful loans are in Malaysia 
and Singapore. Furthermore, Ka Wah 
and certain directors are the subject of a 
HK$120 million suit by quoted Inter- 
continental Housing Develoniücit But 
the capital reconstruction document 
from Ka Wah's adviser, East Asia War- 
burg, says little about why Ka Wah has 
had to make loss provisions of HK$514 

illion in just one year, totally wiping 
ut its net worth. 

In fact, a large proportion of the 
debts were to companies associated 
with the Lows' business partner, Malay- 
sian businessman and politician Tan 
Koon Swan. According to the Asian 
Wall Street Journal, these totalled 
HK$350 million, which suggests they 
were well in excess of banking regula- 
tions. Given the role of the fund and 
East Asia Warburg vis a vis Ka Wah, 
some government critics say there is a 
conflict of interest in the recent appoint- 
ment of Bank East Asia's David Li to 
the fund's advisory committee. Oo 


more powerful policymaking Executive 
Council. Legco is expected to give it an 
easy passage in late May. 

Meanwhile, Financial Secretary Sir 
John Bremridge disclosed on 19 May 
that the size of Hongkong’s registered 
“TC sector has declined by almost one- 

th over the past five years. The 
number of registered DTCs has fallen 
from 346 in mid-1981 to 279 at present, 
with 44 such institutions being taken off 
the register in 1985 alone. 

This follows the collapse of Dollar 
Credit, one of the biggest of the local 
DTCs in 1981, and the subsequent fail- 
ure of a number of other such institu- 
tions, among which Dominican Finance 
was one of the biggest. But, while 67 reg- 
istered DTCs have disappeared since 
1981, 36 “licensed” DTCs have ap- 
peared. These are institutions with a 
larger capital base and which accord 
more closely to merchant banks than 
the finance-company type of institution 
which most registered DTCs now com- 
prise. Only the licensed type of institu- 
tions are now allowed to take short-term 
(under three months) deposits. Brem- 
ridge also noted that two-thirds of all 
DTCs in Hongkong are now owned by 
banks. o 
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ECONOMIC DEVELOPMENT 


Mongolia modernisations : 


A new five-year plan sets the scene for change 


By Alan Sanders 
Mi cnet: is putting the emphasis on 
increased productivity, better qual- 
ity and improved management to meet 
relatively modest growth targets in its 
eighth five-year plan (1986-90). The 
plan draft was released for public dis- 
cussion in the run-up to the 19th con- 
gress of the ruling Mongolian People’s 
Revolutionary Party, which opens at 
the end of May. The congress is expect- 
ed to approve the plan with few 
changes. 
The preamble to the draft also calls 
for “efficient use of existing production 


capacity and labour, material and finan- 
cial resources,” as well as modernisa- 
tion of production. New projects are li- 
mited to energy development, expan- 
sion of the Erdenet copper combine and 


studies of Comecon-aided coking-coal 





MONGOLIAN FIVE-YEAR PLANS 


(% growth over five years) 
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and phosphorite mines. In the agricul- 


tural sector, the draft "basic 
uidelines," as they are called, say that 
ivestock herdsmen must cut their loss- 
es and improve breeding stock. Private 
enterprise in farming is being encour- 
aged. 

A new power station is to be started 
in the Baganuur coalfield, Ulan Bator's 
No. 4 power station is to be expanded 
and Erdenet will have a new heat and 
power station. The central towns of 
Tsetserleg, Arvayheer and Saynshand 
will be linked to the central grid, and 
Ulaangom in the west will be joined to 
the Soviet grid. 

In the mining industry, besides 
further planned growth in the capacity 
of the copper- and molybdenum-mining 
and concentrating combine, the draft 
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guidelines list development of fluorspar 

roduction at Bor-ondor, southeast of 

lan Bator, and the start-up of a wol- 
fram mine in western Mongolia. Con- 
centrates will continue to be rail-freight- 
ed to the Soviet Union for smelting. At 
the two Comecon projects (the Tavan- 
tolgoyt coking-coal deposit in South 
Gobi province and the deposits of phos- 
phorites in Hovsgol province), work 
will apparently be limited to prospect- 
ing for now. 

Mongolia’s infant engineering in- 
dustry is required over the next five 
years to develop production of machin- 
ery spares and incifase its motor-vehi- 
cle repair capacity. The lorry-trailer 
works is to go into full production and 
begin producing fuel-tanker trailers. 
Construction of a tractor and agricul- 
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ieai oaa repair works will also 
egin. 

n the timber industry, chipboard 
and plywood production are to rise 
six-fold or more, and furniture out- 
put will double. The manufacture of 
prefabricated wooden housing for rural 
areas is to increase as well. And in 
the areas of light industry and food 

rocessing, growth targets include 28- 

1% for wool proces nk: 42-44% for 
carpet manufacture, 23-25% for meat 
processing and 50% for milk and dairy 
produce. The draft basic guidelines | 
admit that the “supply to the popu- 
lation of individual types of food- 
stuffs lags behind its growing de- 
mands,” ` 

In the period 1981-85, the draft says, 
average annual grain production rose by 
70%, foddercrop production was up 
3095, and 10 million litres more milk was 


—— than in the previous period. 
ut there was a fall in the overall num- 
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ber of livestock. The dtaft guidelines 
call for the expansion of the female 
breeding herd to 11.3-11.6 million head 
by 1990. The beef herd is to increase 


| by 30% and the dairy herd by 70%. 


More pigs, camels and horses are to be 
kept, and production of camel's, sheep's 
and goats milk and koumiss is to 
rise. 

The basic guidelines for the 1986-90 
plan make a point of appealing for 
"every kind of support" for collectivised 


herdsmen, state-farm workers and indi- | 


viduals to increase the livestock count, 
as well as for "supporting in every way" 
individual townspeople or voluntary as- 
sociations growing potatoes, green veg- 
etables and hard and soft fruit. 

No new railway lines are due to be 
built during the new plan period, but 
there will be a 40% increase in the 
length of hardtop motor roads, of which 
Mongolia has about 900 km at present. 
The road from Ulan Bator to Arvah Ar- 
vayheer will be corfinued, and a new 
road built from Ulaangom to the Soviet 
border. Ulan Bator airport's terminal 
will be completed and its main runway 
rebuilt, and terminals and runways will 
be built at several provincial centres. A 
trolleybus line and depot will go into op- 
eration in the capital. 


ew radio-relay lines, gifts from the 
Soviet Union, will run north and 
south from Ulan Bator. A new radio and 


IV centre will enterservice in Ulan Bator, | 


TV-transmitter power will be increased 
and the number of TV-relay stations 
will rise by 50%. 


In the scientific area, the draft plan 


calls on Mongolian scientists to research 
the use of mineral and raw-material re- 
sources, waste-free technology and 
energy conservation, including renew- 
able sources and “deep processing" of 
coal. 

According to a recent report, Mon- 
golia has begun to export electronic 
equipment, having produced at the In- 
stitute of Physics and Technology of the 
Academy of Sciences low-voltage 
stabilised power-supply sources for 
spectroscopic lamps to the value of 
more than US$1.5 million. It has report- 
edly exported 350 generators to the 
Soviet Union. However, Mongolia’s 
trade is likely to continue for a long time 
to be based on exports of minerals and 
animal products and imports of machin- 
ery, oil and consumer goods. Some 80% 
of foreign trade is with the Soviet 
Union, and under a trade agreement for 
1986-90 signed in Moscow recently, this 


' volume is to rise by more than 25%. In 


1985, it was worth about US$1.5 billion, 
Mongolia's imports being worth double 
its exports. 

A new development in Mongolian 
foreign trade is the recent signing in Pe- 
king of the first Mongolian-Chinese 
long-term trade agreement, also for 
1986-90. China is to export light-indus- 
try products, textiles and fruit, and 
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Mongolia will export timber, animal 
products and medicines. The value of 
the trade is not yet known. 

Listing achievements in the social 
services over the 1981-85 period, the 
draft guidelines point out that state pen- 
sions were introduced for members of 
herdsmen's collectives, as well as free 


| medicine for children up to one-year- 


old. The expansion of medical services 
raised the number of hospital beds for 
each 10,000 people to an average of 111, 
and the number of physicians to 24. The 
targets for 1990 are 115 hospital beds 
and 27 physicians for each 10,000 peo- 
ple. 

Elsewhere, the plan calls for better 
distribution of labour among regions 
and industries. The plans also seek to 
limit the “mechanical growth” of the 
population of Ulan Bator (about a quar- 
ter of the country's total). It was report- 
ed that in 1984, more than 3,000 people 
were prosecuted for breaking the 1978 
and 1984 regulations restricting free- 


B 
by 


Ulan | Bator: opening up. 


dom of residence in Ulan Bator on vari- 


ous pretexts, including poor health, sep- 
aration from spouse or lack of parent or 
guardian. 

“Special attention is to be paid to 
measures to improve the housing condi- 
tions, cultural and everyday services 
and medical provisions for the rural 
population,” the plan guidelines also 
say. Construction of housing nation- 
wide is to increase 32-35% by 1990; the 
area built in 1985 was 240,000 m2. “Citi- 
zens are to be offered bank credit for 
building individual houses, and the sale 
of building materials [to individuals] is 
to be organised.” 

Under the new plan, the popula- 
tion’s cash income is expected to rise 20- 
23% , and the wages of medical worker 
and kindergarten teachers will be in- 
creased. However, it says, “the income 
of every work collective and worker 
must be made more dependent on the 
contribution to-increasing production 
and making it more efficient." 
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" Spending boost 
on investment 


Ca investment at Tugriks 
21.8 billio 


n (US$6.5 billion) in 
1981-85 was much than the 
Tugriks 15 billion ieved du 


the sixth five-year period, 
there was a 33% hres in build- 
ing and assembly work to 
127 billion, —— di, 
struction  battalions contributed 
Tugriks 1 billion. However, a 
number of projects could not be 
completed on time because of poor 
labour tion and delays in 
delivery of documentation, materi- 
als and equipment. 

The authorities are vague about 


increases in w and 
— * . For the new 
plan period ( 90) they have 





mal-husban 

also have contributed to the below- 

plan performance of retail trade. 
The high performance of the 


freight-transport sector over the 


arcade Hid yone n caste yos 
in traffic and 


big deliveries of plant for new in- 
dustrial projects, also reflected in 
the doubling of foreign-trade turn- 
over. 

Many of the targets for 1986-90 
are more modest than those for 
1981-85, in line with government 
calls for intensification rather than 






e and the distinct shortage 
of big new Soviet-funded construc- 
pro ^ — Alan Sanders 
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highly agmgeaeritive, heavily traveleal 
markets like London, New York, 
and Tokyo are minimum cost and 
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But the key to capturing market 
share to destinations like Man- 
chester, St. Louis and Osaka is 
frequent, convenient service. 








irplanes that offer flexibility and economy. 
The 747 on “thick” high-density routes. The 767 on 
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lowest cost per passenger of any intercontinental 


jetliner, and is preferred by more passengers than 
any other airplane. 





The 767 offers the lowest cost per trip of any 
intercontinental jetliner, allowing the highest 
possible frequencies; and it treats passengers to 
“ore preferred seats than any other airliner 
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thin, low-density routes. Perfect partners through 


thick and thin. IEN” 
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Korea. Land of the Morning K eet 

Discover the refreshing 
surroundings of the spectacular Hyatt” 4 
Regency Seoul set in 18 acres of g@ 
gardens, only 7 minutes from. — 
downtown. 

Enjoy the breathtaking view of 
the Han River and the city from its 
newly decorated Atrium Lobby of 4 
cool glass and marble. Delight in t 
exquisite cuisine and hospitality et " 
ey in the 8 restaurants and loung 
Indulge in the extra: personal 
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[he Far Eastern Eco- 
nomic Review is now 
publishing a quarter- 
ly index which details 
by country and date 
everything that has ap- 
peared in the Review. 
The index is available 
on a quarterly basis. 
Subscribe now and 
each quarterly index 
will be sent to you 
automatically as soon 
as it becomes avail- 
able. A vital research 
tool, the Review in- 
dex will save hours 
of needless search- 
ing for information. 
ORDER YOURS TO- 
DAY! Only HK$195 
(US$25) for 4 quar- 
terly issues. Just com- 
plete the coupon 
below and send with 
your payment. 





The Circulation Department, 
Far Eastern Economic Review, 
GPO Box 160, Hongkong. 


Please send my order for the 
Far Eastern Economic Review 
QUARTERLY INDEX. / enclose 
HK$195/US$25 (or its equivalent 
in local currency) in payment. 








Name 
Address 








“IN THE LONG RUN, 
THE RACE BELONGS NOT MERELY TO THE SWIFT. 


BUT TO THE FARSEEING, 
TO THOSE WHO ANTICIPATE CHANGE.” 


LYKES LINES. 


Lykes Lines. The worldwide ocean carrier with service between the U.S. East. Gulf, and West Coasts and Great Lakes, 
Europe, the U.K., South and East Africa, Central America, the West Coast of South America, the Mediterranean, and the 
Far East. For information write Hughes D. Drumm. V.P. Corporate Affairs, 
Orleans, LA 70130. Telephone (504) 523-6611. 


Lykes Center, 300 Poydras Street, New 











Let’ s look at some numbers. 
46 editors and repo riers, 
for a start. | 
ll special correspondents and 
scores of contributors, the largest 
| and most highly qualified editorial 
staff of any publication in Asia. 
297,000 readers each week, c 
three-fold increase since 1975. 
92.5 percent of subscribers 
in business and industry are 
top or operative management. 
2591 pages from advertisers of 
quality products and services who 
have chosen to reach our kind of 
audience in the past year. 
There is safety in numbers, but 
only in the right numbers. 
And our advertisers know that 
when the Review speaks, the -— 
people listen. 
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Unparalleled influence in Asia. 


SIEMENS 


In cooperation with renowned lighting 
designers, Siemens Lighting developed 


and manufactured the luminaires 
for Hongkong Bank. 


Specular louvers luminaires meet all office 
lighting requirements, including: 


e non-glare illumination 

e reflex-free VDU workstations 
® proper lighting level 

* pleasant working atmosphere 


And, of course, the luminaires conform 
to all energy, assembly, air conditioning, 
and acoustic requirements as well. 


For example: 
indoor lighting for Hongkong Bank 


Headquarters ... from lemens. 


—— S -  « Southeast Asia Office: 


Mr. J.D. John 


10th FI., Block C, Watson's Estate, 
Watson Road, North Point, 

G.P.O. Box 229, Hongkong 

Tx HX 73147. 


Head Office: 

Siemens AG 

Lighting Systems Division 

P.O. Box 1600, D-8525 Traunreut 
Tx 56560 siétrt 


Siemens ... 
your experienced partner - 
in lighting 


A19100-J22-23 
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Conversion on the road to Seoul 


@ IT has been a busy spring for foreign 
financial institutions, which have been 
bidding against each other for under- 
writing and managing positions in 
equity-based overseas issues by South 
Korean companies and institutions. 
And there is promise of more scrambl- 
ing through the rest of the year. While 
the Korea Stock Exchange (KSE) re- 
mains closed to direct investments by 
foreigners, indirect investment instru- 
ments appear to be in a sellers' market, 
judging from the terms Samsung Elec- 
tronics Co. and now Daewoo Heavy In- 
dustries (DHI) have offered in overseas 
issues of convertible bonds. 

After lengthy negotiations, Samsung 
was able to come away with a complex 
remium formula that allowed it to di- 
vide future capital gains with investors. 
According to the formula, conversion 
price will be the average of the share 
price at the time of issue multiplied by 
13095, and the market price at the time 
of conversion. The formula is effective 
up to a 100% price rise (from issue 
price) after which investors can pocket 
any further capital gains. 

"We wanted to share the benefits of 
what were clearly cheap shares between 
the buyers and the sellers," (sic) said 
Samsung's director of international fi- 
nance Lee Soon Hak. Samsung share 
prices have risen from Won 1,270 
(US$1.44) when the bonds were issued 
to over Won 2,000 in recent weeks. The 
current market value of the bonds is 
around 20% above issue price according 
to Lee. Despite some consternation over 
the terms, the issue (the first of its kind) 
was à Success. 

It was recently reported to be trading 
at 30% above issue price. DHI's terms 
— a 5095 premium on conversion price 
with a 3% coupon rate — are once again 
quite favourable to such a little-known 
newcomer to the market. 

In arranging the terms of the Sam- 
sung issue, the South Koreans and, in 
particular, Samsung's director of inter- 
national finance, Lee Soon Hak, estab- 
lished a reputation as tough bargainers 
who know very well how much foreign- 
ers are willing to pay for South Korea's 
relatively cheap securities. When it 
came to Daewoo's turn to bargain over 
the terms for its bigger issue — US$40 
million compared to Samsung's US$20 
million — tough bargaining was not às 
necessary. 

From very early on, it was clear that 
Nomura International was going to lead 
the offering on generous terms. For 
marketing in the US, Goldman Sachs 
International Corp. was eventually 
selected. 

The Japanese broker's willingness to 
agree to generous conditions was partly 
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flavoured by a longstanding personal 
rapport between Nomura president To- 
nomura Hitoshi and DHI group chair- 
man Kim Woo Joong, according to a 
British merchant banker who has been 
involved in other South Korean flota- 
tions overseas. A DHI spokesman 
would not comment on the suggestion 
saying that “Nomura was picked be- 
cause it was willing to give us the best 
support in the market." The DHI con- 
vertibles are trading at 5% over issue 
value in the grey market, and they will 
enter the secondary market on 23 May. 

A number of companies are likely to 
follow with convertible issues in coming 
months. Yukong, the oil refiner, is 
negotiating terms with potential lead 
managers and underwriters on an issue 
likely to be offered in early July, and 
Goldstar, the electronics giant, is likely 
to follow soon afterwards. A visitor to 


Seoul, who is hoping to get a slice of the 
pie when Yukong makes an offering, 
told Shroff that the yen's recent surge to 
levels at which many feel it is unlikely to 
hold could move institutional interest 
away from Tokyo to other areas includ- 
ing South Korean equities. 

Clearly, the novelty of these issues 
has not worn off, but, Shroff wonders 
how long it can last, with the market 
scheduled to open sometime (probably 
late) next year to direct investment. 
Outside opinion on the two companies 
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company. Refining is in a field of busi- 
ness heavily regulated by government 
rulings on pricing of energy products. 
Because of a public perception that they 
are coddled by the government, the re- 


finers are under pressure not to report - 


major earnings increases. 

However, last year Yukong enjoyed 
pron growth, while Samsung an 
»oth reported profit falls. Because of its 
heavily regulated business environment 
therefore, Yukong is perhaps more like 
Korea Inc. than the other two. Yukong 
enjoys a reputation for good manage- 
ment and a healthy balance-sheet. Re- 
cently, successful prospecting for oil in 
North Yemen with some foreign 


partners is expected to benefit the com- - 


pany in the medigm term. 
e THE British have been the most ac- 
tive in their interest in buying into the 


KSE, and it was not a coincidence that . 


deputy Prime Minister Kim 


Doo Hwan's visit to Lon- 
don in early April to an- 
nounce plans for a Euro- 
pean Korea Fund, model- 


Fund listed in New York. 
Kim played to the hearts of 
KSE enthusiasts in London 
with his surprise announce- 
ment of a US$30 million 
fund to be launched some- 
time this year. 

Beyond the announce- 
ment, it appears that the 
authorities here have done 
little, while visitors from 
London report that plans 
under way to put together 
bids on the underwriting 
and management of the fund. The New 
York-listed Korea Fund has also an- 
nounced plans to double its size this 
year, rising a further US$40 million. 

While foreigners may be keen to buy 
their shares, South Korean companies 
still have to be coaxed and at times be- 
rated to offer them. The Korea Securi- 
ties and Exchange, Commission recently 
announced that 59 companies, which it 
judged to have suitably healthy balance- 


' sheets, would be required to go public in 


which have floated shares is generally | 
optimistic. DHI is expected to double | 


its earnings in 1986; in a recent report, 
stockbroker Vickers da Costa, recently 
granted permission to open an office in 
Seoul, rather mutedly said the converti- 
bles *might be an interesting long-term 
hold." 

The terms and reception of 
Yukong's convertibles in July will be in- 
teresting because of the nature of the 


1986; a further 129 listed firms have 
been told to make offerings this year. 
Companies which do not comply with 
the directives may be subject to restric- 
tions on borrowing as well as the issue of 


bonds. According to recent local press. 


reports, the majority of the companies 
chosen have shown a reluctance to com- 
ply with the new directives, and the au- 
thorities are considering a number of al- 
ternatives, including allowing the is- 
suance of non-voting shares. 
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PR ROJECTS 


By Stephanie Yanchinski in Singapore 


= "F*clecommunications utilities in Ja- 
Į M pan, South Korea and Hongkong 
next month are expected to give t 
ahead to construction of Asia’s first 
long-distance underwater fibre-optic 
if network. 
— This undersea light highway” to 
pret between Hongkong and land- 
alls near Seoul and Tokyo, will cost 
US$200 million. This heavy investment 
F Ho at least five times the existing tele- 
communications capacity, and the clear 
terrupted communications essen- 
tial for electronic data transmission, and 
video VA ME re a p increasingly 
underpin modern buSiness 
A consortium normally is needed to 
: undertake a project of this size. So, in 
June, the telecommunications au- 
_ thorities of Japan and South Korea will 
à barter with T atis companies such as 
1* A erican Telephone and Telegraph 
E and Cable and Wireless 
longkong), a British firm handling the 
itory's overseas traffic, for a stake in 
ie network, and a share in financin 
- construction. It is likely that Kokusai 
Denshin Denwa (KDD), Japan's inter- 
W national-telecommunications group, 
will seek a 40% slice of the cable, 
AT&T 30%, and Cable and Wireless, 
about 20%. South Korea's telecom- 
‘munications authority will take up the 
remaining shares, along with other 
smallholders such as the Telecommuni- 
cations Authority of Singapore, which is 
J committed to providing 3% of the con- 

struction costs. 

4 These partners see the Southeast 
ps an cable, destined for completion in 
af as the Western hub of a much 
arger network linking Southeast and 



































E Coast of the US. Future plans call for a 


sion to link either Singapore or Malay- 
Siab 1995. 

T ese fibre-optic cables will also 

erve primary routes currently linking 


. laysia and Thailand, and join up with a 
| f eparate fibre-optic loop eing planned 
jointly by Singapore, Indonesia and 
4 Australia. 
. However, the US, the region's major 
rading partner lies thousands of 
ülometres away. So, there are im- 
nediate pans to link up the Southeast 
sia cable system with another cable 
J 5 — crossing the Pacific to the US, 
| to be finished in 1988. Trans-Pacific-3 


| 


4 
n 


Stretch nearly 7,200 nautical miles from 






t Asia with Japan, and the West f 


ur to connect Canton, and an exten- | : 


(d ooa Australia, Singapore, Ma- | 


(TPC-3) and Hawaii-4 (HAW-4) will | 


Light in the deep 


A fibre-optic nexus will link Hongkong with Japan and South Korea 


tional co-owners signed a US$600 mil- 
lion agreement for TPC-3 in January, 
while approving another US$107 mil- 
lion for a separate cable linking Guam 
and the Philippine island of Luzon. 
Undersea metal cables and satellites 
already. crisscross the East China Sea. 
But with the demand for all forms of 
telecommunications in the region grow- 
ing at a hefty 17% a year, these net- 
works are rapidly becoming saturated. 
Michael Gale, managing director of 
Cable and Wireless (Hongkong), esti- 
mates that the growth in telephone traf- 
fic will use up all existing underground 
cables feeding the territory by 1990. 
Fibre-optic cables seem to provide 
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Branching Units 


By Hamish McDonald in Sydney 
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Point Arena, California to Guam and | ne | 
Japan, via Hawaii. Twenty-two interna- | | 
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for extra channels for electronic data 


ASIA’S Bandy at dnt CABLE LINKS 


ustralia's Overseas Telecommuni- 
cations Commission (OTC) will 
call tenders later this year for a sub- 
optical-fibre cable network 
Australia with New Zealand, 
the US West Coast and Japan — at an 
ed cost of around A$1.5 — 
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processing and video-conferencing. By 

“interleaving” telephone calls usin 
computers, 8,000-channel cables suc 
as TPC- 3, for instance, can carry 40,000 
simultaneous telephone conversations. 
The smaller Southeast Asian cable will 
be able to transmit 10,000 simultaneous 
telephone calls, still seven times the 
number carried by a eomientagal coax- 
ial cable. 

Fibre-optic cables score over satel- 
lite transmission, too. A signal takes a 
quarter second to make trip to and from 
a satellite in orbit, a delay which creates 
an annoying echo, Frequent “noise” 
also interrupts transmission. Satellites 
are designed to last only eight years, 
compared to a cable's 25 


a fibre-optic cable, messages 
travel as pulses of laser light, down a 
slender fibre of glass, about the dia- 
meter of a human hair. Assembled in a 
cable, these fibres are embedded in a re- 
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Sub-Tasman cable link 


A new network joining Australia and New Zealand 
















silient plastic, forming a “light” core a 
mere 3 mm in diameter. A copper cylin- 
der protects the core from water degra- 
dation, while layers of steel wire and 
— oe further surround and insu- 
ate the copper-shielded fibre. 

Most of the conversion of voice sig- 
nals and electronic data occurs at termi- 
nals on shore, where the electrical sig- 
nals drive semiconductor lasers smaller 
than a grain of salt. These emit digitally 
encoded flashes of light. At the receiv- 
ing end, a photo-detector works in the 
same way as a solar cell, converting light 
energy once apain into an electric cur- 
rent. The resulting electrical impulses 
are amplified, and processed into a sig- 
nal for onward transmission overland. 

Computer technology already exists, 
Gale says, for "interfacing" between the 
old and the new cables. A central 


switchboard automatically routes traffic 
down one or the other of the parallel ca- 
bles, so customers will not be able to 
choose the new cable, unless they pur- 
chase a dedicated line. 
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At the same time, there is no guaran- 
tee that the new cables will perform 
faultlessly. Underwater experiments 
have been running sine 1980, with the 
most ambitious begun by AT&T late 
last year, when it laid 116 km, between 
Tenerife and Gran Canaria, in the Ca- 
nary Islands. Success encouraged 
Japan’s Nippon Telegraph and Tele- 
phone to lay the first underwater optical 
system in Asia, when a 38.4-km cable 
between the islands of Hokkaido and 
Honshu completed the backbone of a 
new fibre-optic telephone network 
3,400 km long. 

However, these tests cannot predict 
how fibre-optic cables will perform on 
the rugged ocean floor thousands of 
metres beneath the surface, and over 25 
years. 

For instance, any long-distance cable 
depends on sophisticated pieces of 
equipment called “repeaters” to clean 
or and amplify the signal. Improved 
fibre-optic design means light signals 
travel up to 150 km before needing a 
boost from a repeater. Neverthe- 
less, with perhaps hundreds in- 
stalled along long-haul routes, re- 
peaters must be manufactured to 
very high specifications to last the 
lifetime of a cable. 

Equipment failure is not the 
only headache facing the en- 
gineers and planners meeting in 
June to decide the final under- 
water route. It is not surpris- 
ing that few firms specialise in 
the demanding business of con- 
structing ind. installing sub- 
marine-optical cables. After 
negotiations are completed in 
June, the contract for construc- 
tion and maintenance, worth an 
additional US$6 million a year, 
will be put out to tender. Only 
Cable and Wireless, AT&T, KDD, 
with British Telecoms as a dark 
horse, are considered in the run- 
ning. 


Colombo goes 
offshore 


Sri Lanka embarks on a major 
port-development scheme 


By Manik de Silva in Colombo 


S ri Lanka's state-owned Ceylon Pe- 
troleum Corp. (CPC), the country’s 
monopoly oil importer, refiner and dis- 
tributor, has begun a US$35 million 
project to build a single-point buoy 
mooring (SPBM) system 9.6 km 
offshore from the Port of Colombo. The 
project will substantially reduce the cost 
of discharging crude oil to its refinery at 
Sapugaskande, a northern suburb of 
Colombo. 

The Port of Colombo cannot accom- 
modate supertanlsers, as its oil jetty is 
able to take vessels of up to only 30.000 
dwt. As a result, crude oil currently im- 
ported by the CPC and carried to Co- 
lombo in very large crude carriers 
(VLCCs) of up to 180,000 dwt must be 
transferred to smaller tankers which 
then ferry the cargo to the Colombo oil 


etty. 

A The CPC has long considered build- 
ing a SPBM which will permit the direct 
discharge of VLCCs through a sub- 
marine pipeline to shore-receiving 
facilities. A feasibility study has estab- 
lished that savings by the SPBM system 
would enable the freight rate to be 
slashed to US$3.8 a tonne against the 
present US$8.2 a tonne under the cur- 
rent operation. 

For an annual crude-oil import level 
of around 1.9 million tonnes, this would 
result in cost savings which compare 
favourably with the estimated invest- 
ment cost of around US$35 million, ac- 
cording to the CPC. Based on current 
freight rates, the overall savings attri- 
buted to the installation of an SPBM 
facility will be around Rs 200 million 
(US$7.2 million) a year. The project 
has an internal rate of return of 13.6% 
and a payout period of five-and-a-half 
years, the CPC reported to the govern- 
ment. 

The project has been worked out on 
a three-phase basis and the stage-one 
contract for the supply and installation 
of the SPBM at an estimated cost of 
US$5 million has been awarded to a US 
firm, Imodco. The stage-one contract 
includes the operation and mainten- 
ance of the buoy for two years. Stage 
two of the project involves the sup- 
plv and installation of a 36-in dia- 
meter submarine pipeline which is 
estimated to cost US$15.5 million. Two 
Japanese companies, Nippon Kokan 
and Nippon Steel are vying for this con- 
tract. 

Stage three covers the construction 
of four 40,000-tonne crude-oil storage 
tanks, associated onshore facilities and 
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a pumping station at Orugodawatte, a 
Colombo neighbourhood. The CPC es- 


- timates this part of the project to in- 


volve an investment of US$14.5 mil- 
lion. : Ms. 
The submarine pipeline from the 


_ buoy will be connected onshore to the 
— existing 24-in crude pipeline to the 


Orugodawatte tanks farm and from 
there, the oil will be pumped to the re- 
finery through an existing 24-in 
pipeline. — 

The CPC has told the government 
that over and above the direct econo- 
mic advantages in reducing the cost 
of discharging crude oil from the super- 
tankers and piping consignments to 


| the refinery, there are some other 


factors in favour of the SPBM pro- 
ject. The most obvious of these is that 


. Colombo, like most commercial ports, 
will be able to keep the handling of 








bulk petroleum outside the commercial 
harbour. 

The Colombo Port Development 
master plan had recommended that the 
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Colombo port: US$35 million project. 


oil jetty be moved from the area of port 


. activity. Such a shift, according to the 


CPC, would involve substantial ex- 
pense, which may not pay off. The 
CPC agrees that shifting the oil jetty 


| will improve port safety with dangerous 
crude cargoes handled outside the har- 


bour. 
However, the SPBM would mini- 
mise even further the danger of oil 
llution within the port and at lighter- 
ing locations. The new method of crude 


. discharge will also enable more efficient 
. use of existing harbour facilities and re- 
. duce demurrage payments, the CPC has 


told the government. 
A senior CPC spokesman told the 


_ REVIEW that the project would take 


about 18 months to complete. How- 
ever, the actual time depends on when 
the awards for phase two and three are 
made. If the monsoon intervenes be- 
tween the award and the start of work, 
the date of completion would have to be 
extended. o 
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Promise of interest at last 


China and Britain discuss ‘busted bonds’ and other property 


By Mike MacLachlan in London 


second round of talks between Bri- 

tain and China on claims for com- 
pensation by both sides for —— 
arising out of the 1949 communist take- 
over will be held later this year, proba- 
bly in London. The first round was held 
in Peking from 5-10 May. While officials 
in London insist there was no break- 
through, the British Foreign and Com- 
monwealth Office seems confident that 
the issue is nearer to a resolution than it 
has been for many years. 

“This is a long-standing issue,” said a 
Foreign Office spokesman. "We have 
been trying to get the Chinese to agree 
to talks for some time. But relations 
with China are now very good and we 
have resolved much more difficult prob- 
lems than these." The talks themselves 
were described as "frank and friendly," 
which is official jargon for the fact that 
the two sides are in opposition, but that 
there is some ground for optimism. 

One of the knottiest questions at the 
talks, however, was one which came 
fairly low on the agenda. While the bulk 
of the discussions were about gov- 
ernmental claims on matters such as tax 
losses, and claims from businesses and 
individuals over losses of property, pro- 
fits and pensions, a select group of Bri- 
tish investors was more concerned 
about "busted bonds" issued before the 
communist takeover and dishonoured 
by the Peking government ever since. 

These bonds — £61 million (US$100 
million) worth, according to the south 
London-based Council for Foreign 
Bond-Holders — have amassed simple 
interest amounting to £162 million over 
the years, though it is unpaid, of course. 
"Compound interest would be as- 
tronomical," said a council spokesman 
wistfully. Nevertheless, the Chinese 
might have reason to grit their teeth and 
pay up in order to get a firmer foothold 
on the present-day bond market. One of 
the penalties of their refusal to honour 
the busted bonds is that they are re- 
garded with suspicion still in the capital 
markets of the West. 

The Bank of England, which was re- 
presented at the recent Peking talks, 
confirmed that until the matter of 
busted bonds is cleared up *we would 
not be happy to see them [China en- 
tities] issue sterling-denominated bonds 
in London." The same applies to US dol- 
lar-denominated bonds in New York, 
though Peking does have access to other 
European money markets such as Frank- 
furt and indeed has privately placed 
Eurodollar bonds in London. via the 
Bank of China's (BoC) London branch. 

But investment banking sources in 


—— 


London say there have been increasing 
indications over the past two or three 
years that China would like to issue 
sterling or US dollar bonds. “Certainly 
that's what all the investment banks 
have been advising them to do," said a 
source in a leading US bank. “It’s good 
for them. And it’s good for us.” 

It is not a question of China being 
desperate for money. Capital spending 
continues to grow, despite tight credit 
polices introduced by Peking last vear, 

ut the indications are that it is at least 
in check after the excesses of the past 
few years. "What we're talking about is 
credibility," said a banking source. 
"China is anxious to prove itself a re- 
sponsible nation in all sorts of ways an 
this is just one of them." 


Ths nearest that China has approach- 
ed to a full Euromarket issue so far 
was the Dm 150 million (US$68 million) 
Eurobond placement by the BoC last 
year (REVIEW, 23 May '85) through a 
syndicate led by Deutsche Bank. Last 
year, however, China became the big- 
gest issuer in Japan’s Samurai bond 
market. 

But, while Peking enjoys good ac- 
cess to the Tokyo market, it is still an- 
xious for full acceptance in the London- 
led Eurocurrency markets, and in New 
York. The New York Foreign Bond- 
holders Protective Council claims that 
US investors hold more than US$130 
million worth of defaulted Chinese 
bonds. Any concessions which might re- 
sult from the Sino-British talks would 
inevitably have an impact on the future 
settlement of US claims too. 

All this is good news to those inves 
ors who for the past 36 years have been 
ruefully counting the missing money 
due to them from their investments in 
railways, dockyards and power utilities 
throughout pre-revolutionary China. 
The Council for Foreign Bond-Holders 
would wish for the matter to be settled 
as swiftly as possible. As it points out, 
the £61 million figure is probably too 
low as many bonds (and bond-holders) 
have been "lost in the mists of time." 

But the Foreign Office and the Bank 
of England do not seem to be expectin 
an overnight solution. The next roun 
of talks will be held *as soon as possi- 
ble" but is likely to be only the second of 
a series. And, as one investment banker 
put it: *Frankly, as long as the Bank of 
China can go on operating normally, in- 
cluding issuing  Eurodollar bonds, 
there's no real reason for the Chinese to 
pay out good money redeeming the 
busted bonds." o 
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The life of Richard Hughes spanned nearly eight 
decades, most of them spent as one of Asia's leading 
foreign correspondents. And Hughes' world was 
peopled by the memories of those decades. 


It was a world of the hilarious... like Prince Noro- 
dom Sihanouk's white elephant, which attacked a 
tiny red bus full of tiny Red acrobats from China. 


It was a world of the macabre...like the Teikoku 
poisoner who massacred a bank's staff for a haul of 


US$800. 


It was a world of the touching... like the slave 
children of old Shanghai, plunging pathetic, claw- 
like hands into vats of boiling water to prepare silk 
cocoons for spinning. 


Hughes saw and reported it all. This selection from 
more than 10 years of his regular column in the Far 
Eastern Economic Review takes the reader on the 
trail with the original Barefoot Reporter. 
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3 Paisal Sricharatchanya in Bangkok 


or much of the past 15 years, the 
M PSA Group — the initials are drawn 
rom the name of Western-educated en- 
trepreneur Paul Sithi-Amnuai — has 
been à force on the local business scene. 
Riding on the wave of a booming 
‘stockmarket and employing modern 
management techniques, the group ex- 
landed aggressively in the late 1970s. 
At its peak in 1978, it controlled and 
managed about 25 companies in areas as 
diverse as investment, finance and in- 
surance, trading, industry and services 
— with combined assets of more than 
jJaht 3.6 billion (US$180 million at 
then-prevailing rates? 
- But things have since soured. The 
dici any pr collapse in 1979 did not in- 

































flict any profound harm, as the group 
. had begun to consolidate — though it 
did take much of the wind out of PSA's 
‘Sails. But a split that same year between 
Sithi and his long-time partner nearly 
halved the group's assets. 

= More damaging were a string of 
costly diversifications which seem to 
have been ill-timed. While finance-re- 
. lated activities were retained, the group 
invested heavily in property and oil, 
which yielded little return. Heavy 
foreign borrowing to finance these pur- 
chases meant PSA was hard hit by Baht 
- devaluations in 1981 and 1984. 

-= But part of the blame for its current 
Might can be laid at the doorstep of 
fickle Boxen energy policies, 
which effectively sabotaged a PSA-ini- 
tiated liquefied natural gas (LNG) ex- 
port project. The scheme would have 
been a real financial boost for the 
group. Instead, the government de- 
cided to undertake the project via a 
joint venture with Japanese partners. 
There has been little progress to date. 

_ Today, the PSA empire is crumbl- 
ing. It owes Baht 4.5 billion (US$171.7 
million) to nearly 40 foreign banks and 
several local lenders, and is facing a 
severe liquidity crisis. Its listed finance 
firm was dissolved last year and merged 
with another, non-listed finance com- 
pany. This has now been taken over by 
Australian Guarantee Corp. (AGC), 
the leasing arm of Australia’s Westpac 
- Bank. Trading in two other listed com- 
 panies — Siam Citizens Corp. (SCC, 
the group's public holding company) 
and Siam Citizens Leasing (SCL, 
operating the largest car hire-purchase 
- business here) — were suspended in late 
March after share prices plunged on 
. massive — 

SCC and SCL — the two flagship 
companies with combined debts top- 
. ping Baht 2.7 billion — are being re- 
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Crumbling conglomerate 


er success and growth, a leading Thai group stumbles 
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structured. Creditor banks were per- 
suaded to convert some of the debt into 
long-term subordinated instruments, 
and there was to be a management re- 
organisation. PSA, whose shares in 
both firms have been pledged against 
bank loans, will lose its controlling in- 
terests. Sithi-Amnuai declined to be in- 
terviewed but he has told associates that 
he now stands to “lose everything.” 

It is ironic that such a fate should be- 
fall a man who has been admired for his 
innovation and entrepreneurship. He 
was once seen as a corporate doctor, 
who could revitalise sick companies. 
And Sithi-Amnuai, besides having €x- 
tensive foreign experience, had served 
as an adviser to the Kukrit Pramoj gov- 
ernment in 1974 and Prem  Tin- 
sulanond's first coalition in 1980-81. 

The story of PSA's rise and fall 
exemplifies the strengths and weak- 
nesses of modern Thai management. 





Sithi-Amnuai's innovative and often 
textbook-oriented techniques were cer- 
tainly new in a community that has re- 
mained largely dominated by family- 
run businesses. 

The group got off to a modest start in 
the early 1970s when Sithi-Amnuai 
teamed up with his wife, Vanida, at 
Siam Credit Corp. (then a small finance 
firm, later renamed Siam Citizens 
Corp.) after quitting the Bangkok Bank 
where he worked for more than 10 years 
and was last adviser to the bank's board. 
PSA then shrewdly exploited the invest- 
ment downturn (in the aftermath of the 
1975 communist victory in Indochina) 
plus a booming stockmarket to embark 
on an expansion spree. 

Its first major acquisition was in 
1974, the purchase of Viscount Interna- 
tional, a Malaysian holding company 
which owned the Rama Tower Hotel on 
Bangkok's plush Silom Road and a fi- 
nance company, Equity Development 
(Thailand) Corp. (EDT). The hotel was 
faring poorly, with the Malaysians 
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cial Credit Corp. Thailand (CCC-T). 
Also in 1976, PSA bought a string of 
travel-related companies under the 
Tour Royale Group, then on the brink 
of collapse. 

PSA was the first group to realise the 
potential of the local stockmarket, 
where it began raising money. During 
the 1978-79 boom, its three listed com- 
panies — Rama Tower, Siam Credit 
Corp. and CCC-T — raised a combined 
Baht 1.2 billion through new issues. 
That was more than Bangkok Bank's 
Baht 1 billion registered capital at the 
time. PSA was also one of the few 
groups that took its profits and got out 
before the market bust in 1979. 

But the PSA style had its weakness- 
es. Its strength was in finance: it had no 
expertise in most of the areas its new ac- 
quisitions specialised in — such as trad- 
ing (consumer durables), industry (car 
assembly), publishing and services. 
Sithi-Amnuai's trust in the judgment 
of his executives — he disdains the trad- 
itional family-type operation or the still- 
common practice of inviting retired but 
influential army officers to sit on com- 
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pany boards — could and did backfire. 
The result was often a loss. — 
Rama Tower later became profitable, 
Tour Royale lost almost Baht 200 mil- 
lion. Business Times — Bangkok’s third 
English-language morning daily poise 
by the group’s publishing arm in 1978-79 
— was a quality newspaper, but there 
was a limited English-language reader- 
ship, and the newspaper lost heavily. 


A conflict of interest led to the depar- 
ture in 1979 of the group’s No. 2 
man, Suthi Nopakun. Among other 
things, Suthi took with him Rama 
Tower, Tour Royale and EDT, leaving 
PSA with roughly half of the assets. 
With inflation running in double di- 
gits and interest rates soaring, PSA in 
1980 set out on another round of diver- 
sification — this time into consumer 
products, oil and property. But miscal- 
culation of market trends, bad luck and 
poor timing hurt the group in several 
areas. Three months after it acquired 
the financially ailing local subsidiary of 
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first. private Thai concern to 
the: traditionally foreign-domi- 
petroleum sector, PSA's energy 
subsidiary, Thai Offshore Petroleum 
(TOP), in 1981 bought a 10% stake in 








‘Dallas-based Texas Pacific for US$7.5 
million.;Another US$4-5 million was 


| spent in 1981-82 in preparing the ambi- 
tious LNG. export project that never 


materialised (REVIEW, 12 Nov. '82). 

PSA $aw the investment as a joint 
| venture; and felt that it had been under- 
| cut by the authorities. Others saw the 
;. problem as one of. the unspoken but 
deeply ingrained jealousy between the 
public and private sectors. Said one ob- 
server: "That single project could have 


-j involved. was so big that there were 

, many people out there who didn' t want 
, to see Sithi- Amnuai succeed.” 

In 1982, TOP. and another subsidiary, 
Thai Energy pk Mining, bought a third 
of North : Sentral s onshore concession 
in upper central. Thailand,. adjacent to 
Thai Shell's. concession where small- 


scale oide production began in early 
983. The purchase, which made the 


irm responsible for shared exploration 


` costs of four wells plus carrying costs, 
ran to about US$12 million. Despite its 
- probable reserves (60 million barrels in 


+ one and 200 million barrelsin another of 


the six basins), the value of the conces- 


| sion has now plunged along with world 


| oil prices. 
| Meanwhile, PSA's property opera- 
tions, run by Siam Citizens Properties, 
also fared poorly. Some Baht 700-800 
. million was spent to buy large land hold- 
ings both in and outside Bangkok, plan- 
ned housing projects were derailed by 
i high i interest rates and the domestic eco- 
| nomic slowdown. 
| Aside from a small apartment block, 
a US$16 million residential con- 
dominium was built near the US Em- 
| bassy on the affluent Wireless Road. 
| But "The Emerald" — regarded as one 
| df the most luxurious residential blocks - 
| in Southeast Asia — turned out to be 


| another. one of PSA's procedis = | 


the offshore natural-gas concession of 





made PSA a huge fortune. The money - 
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large enough market. 


out the rest. 

Through Sithi-Amnuai's reputation 
and connections with foreign banks, 
SCC was able to boast in 1981 of being 
the first non-bank, private Thai entity to 
borrow overseas. But this move 
backfired. Earnings began to drop after 
the 8.7% devaluation in 1981. As carry- 
ing costs on non-performing assets ac- 
cumulated, PSA’s cash-flow position 
deteriorated — though me eup was 
still able to borrow. 


T^ first crisis came in Jate 1983 
when the collapse of Suthi's EDT 
sparked a massive run in the finance- 
company sector (REVIEW, 22 Dec. '83). 
According to PSA insiders, around 


Baht 1 billion of deposits were with- 


drawn from CCC-T and another wholly 


private-owned finance company, First | 
Siam Corp. (FSC), forcing PSA to 


offload the bulk of available assets “to 
stay afloat.” 


An adamant opponent Bl devalua- | 


tion, Sithi-Amnuai apparently did not 
anticipate the second devaluation of 


— 15% in November 1984. With 


THAI ENERGY & MINING 


Baht 400 million — 
losses, this dealt PSA another crippling 
blow. 

The final blow came in ‘November, 
when SCL failed to raise a US$25 mil- 
lion syndicated loan which was meant to 
refinance one of SCL’s six syndicated 
borrowings which had come due. Ac- 
cording to PSA sources, the European 
Asian Bank and First National Bank of 
Chicago, which were supposed to lead- 
manage, backed out after the 9 Sep- 
tember abortive coup. The group's de- 
teriorating financial position is under- 
stood to have been another factor. 

At about the same time, AGC came 
into the picture, negotiating to buy 35% 
of SCL at Baht 25 a share in a deal that 
would have been worth Baht 153 mil- 
lion. PSA sources claimed the Austra- 
lian firm initially offered to inject a Baht 
600 million “clean” loan but backed out 
at the last minute by turning around to 
demand “security” for the loan — some- 
thing the group could not produce. 


| Th expensive housing in town, Bs 
only eight of the 60 units were sold, and 
the operator has had difficulty renting 












However, AGC executives, denied | 





luxury products tho 


many more from over 55 


With an average of 50 pas 
total of over 2,600 page 
compulsory 


~~ senior executives conducting 
business in Asia but a com- 


carried by those companie 
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The advertising carrie 
Review in 1985 repres 
every category from a 
and hotels, bankin 
nancial services, 


shipping, industry, and rr 
the world's leading 
panies. | 
of advertising per issue and 
through the year, the Review 


continues not only to be 
reading for 





pulsory part of any adverti 
ing schedule aimed at Asia 
decision makers. 


The Reviews “Review ol 
Advertisers 1985” contains 
sample of every campaig 


promoting their message 


available through any pu 
cation in this region. ! 


If you would like a copy 
this booklet, write on co 
pany letterhead to: 


Ms Elaine Goodwin -© 
General Sales Manager . 

Far Eastern Economic Revie 

GPO Box 160 

Hong Kong 


















local hewapaper: 





ems was very high. Clearly we had 
interested in SCL. But when we 
ped on the problems, we had to call 
lt.” The (aborted) transaction was 
posed to be signed in mid-March and 
ome operational in early April. 

News of the fall-out leaked to two of 
vs local bank creditors and, as a re- 
, SCC and SCL shares were dump- 
This —— the Securities Ex- 
ge of Thailand to suspend their 
ng in late March. The Finance 
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rily halted, after another run. 
T than the original target of 
GC = de = cided 2 — over Toc 




















: quoted as saying: "We found 
he magnitude of the group-related 


try also ordered FSC’s operation 
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raised to Baht 150 million. Bending the 
existing law that permits foreign in- 
terests to hold no more than 2576 of a fi- 
nance firm, BoT allowed AGC to 
emerge with an 80% shareholding in the 
new set-up. Another 14.8% was taken 
up by the new government deposit-in- 
surance fund, leaving the remainder to 
PSA. FSC has about Baht 800 million i in 
debts. 


ince it involves nearly 40 foreign 
banks, the restructuring of SCL may 
have an impact on Thailand's financial 
reputation. Michael Selby, managing 
director of Business Advisory, a finan- 
cial-consulting firm hired to sort out the 



























uncertainties of transition, not 
only political but economic, con- 
nue to weigh Hongkong down. While 
on the surface the situation remains 


f change cloud the territory's economic 


sector is stable but still soft in some 
as, and average household spending 
narginally lower. Looking outward, 
ism remains a key area but is start- 
ing to show weakness; the financial sec- 
is under increased regional competi- 
n, and manufacturing and trade are 
ireatened by Western protectionism 
| cutbacks in China. 

While there have been no great 
prises or sudden collapses, a number 
disquieting signs have emerged: 
st-quarter trade figures have been 
ssive. Domestic exports rose 
9o in value terms against the 
lier figure while re-exports were 
8%. Imports grew 3.1% from 
lier figures. Domestic exports 
g the brunt of increased pro- 















































ports continue to suffer from 
reign-exchange shortage. 

- on hand for the manufactur- 
or were flat in February (against 
) at an average of 4.28 months 
dustries. 

ism growth is ‘expected to slow 
' second year in a row. The Hong- 
‘ourist Association has forecast a 
in the number of visitors to the 
ry in 1986, a marked slowdown 
he 13.6% gain.of 1984 or even the 
% rise in 1985. That slowdown, 
upled with a 2,300-room increase in 
tel space and occasional complaints | 
some local hotels may have priced 
mselves out of the market, is likely t to 
















































































, while both domestic exports - 


me — *  disqu iet 


anquil and prosperous, undercurrents ||. 


utlook. On the local front, the prop- | 
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| (a) Before adjusting for swaps. .. 


ng foreitin-currency deposits 
| (€) Deposits of et seiner perhaps 


ee | 


situation, told the REVIEW that the 
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Sapo of hbk ctor iss ore paid. 


(b) After adjusting for swaps. 


| —— including foreign-currency depovis iom from banks abroad. 


— 


Units to deposits 


of non-bank; customers banks and. us financial institutions. 


REVIE 
mean a lowér: hotel-oceupancy ratë 
(than the 88% of 1985). 

Domestic demand is unlikely to pro- 
vide a quick economic pick-up. Average 


household spending has been on the de- 


cline, partly because households are 
getting smaller and partly because they 
are saving more. (Even if the decline in 
size is taken into account, spending has 
failed to keep up with economic 
growth.) Higher taxes on alcohol, 


cigarettes and cars have cut into spend- 


ing as well. 


But there were other factors from 


which Hongkong can take comfort: 
» Export competitiveness has been 
considerably enhanced by a 7.396 fall in 
the trade-weighted value of the Hong- 


kong dollar since the start of the year (it | 


is down 15% from its May 1985 level). 
» Unemployment for all sectors re- 
mained stable in the first quarter, at a 


seasonally adjusted 3.2% against 3.1% 


in the final quarter of 1985. 


» inflation was low, A revised con- 
sumer-price index showed a decline of | 


0.195 for the first quarter for lower-in- 


come households (the index for middle- | 


: he | ba 
negotiations. "dts capital was written 
down to eliminate bad assets and later | 





















ing. j * But — Sol 
agreement has yet to- 
appeared to prefer convértin g 2 the : 40% 
into preferred stocks. oN 
It was decided that SCL, 
always shown a profit, sho 
The goal is for the company t 
enough profits to pay off the. 
of the debt. Meanwhile. 
ing of SCC — with Baht 
owed mostly to local 
whose oil holdings m; 
when prices pick up - 
SCL's new set-up. An 
lion or so in debts at PSA i 
vate holding company, ha 
restructured. Š 








income J— was: flat). Declines 
were recorded in food, services and 
‘energy prices. 
; > In the key property sector, 
i residential flat sales continued 
ig in the year to March, ris- 
ng 67.‘ hinterest centred 
on small and medium-sized 
units. (The figures do not take 
into account the. New Terri- 
tories, where — according toa 
March census — a third of 
| Hongkong's population lives.) - 
. But lending to the sector fell 
18.896 in the first quarter from 
'year-ago levels. 
|.» Total doan demand. rose 
7.6% in March from year-ago 
ABLE by Phy Pa levels, the largest annual in- 
crease in more than a year: 

The local bourse, now housed under’ 
one roof, has emerged from the dol-:. 
drums. Volume rose as the Hang Sen 
Index hit a record high of 1,865.65 o.. 
7 May, and a partial flotation by flag- 
carrier Cathay Pacific drew applications 
worth some HK$51 billion (US$6.5 bil- 
lion), representing a massive over- 
| subscription. Hongkong also added to 
| its attractions as a regional financial 
centre with the opening of the Hong- 
kong Futures Exchange. - 

Some concern has been voiced over 









-| the rapid growth of foreign-currency de- 


posits. More than half the deposits in 
the local monetary system are now de- 
nominated in foreign currencies (before 
adjustment for swaps), mostly US dol- | 
lars, against 1896 in 1980. While there 
has been talk that this shows lack of con- 
fidence in the local currency, the ratio in 
Hongkong i is lower than in Singapore 
for instance. The increase of foreign- 
currency. deposits may indicate nothing 
more than the territory's growing im- 
pario as a source of funds. | 


— -Liz Carver 








Just 20,000 miles and you're flying free. 





Join the people who know. 


No airline gives you free trips faster than 
Northwest Orient. Not United. Not 
anybody. 

The Northwest Orient Free Flight Plan is 
the best in the business. Just 20,000 miles 
and any single destination in the Orient is 
free 


for flying First Class and 25% bonus for 
Executive Class travel 

Northwest Orient's unbeatable plan has 
even more to offer. You can earn up 
grades, and special discounts on hotels 
and car rentals. In addition, award certifi 
cates may be transferred so vour familv 
can benefit too 

Its the fastest, easiest Free Flight Plan 


How do we do it? More bonuses 5.000 
miles just for signing up. Plus, 50% bonus 
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Asia is home to more than half of mankind. Every day, 
events are happening here that not only shape the re- 
gion's future but affect the entire world. The Asia 1986 
Yearbook does more than cover these events — it com- 
piles, analyses and interprets them. No businessman 
can afford to ignore them. Nor can any professional or 
scholar or anyone who has dealings with Asia. Decide 
for yourself whether any other single medium puts the 
economic, social and political realities of Asia at your 
fingertips as does the Asia Yearbook. 


Now In Its 27th Edition 

The Asia 1986 Yearbook, now in its 27th year, is bigger 
and more comprehensive than ever before. Matching 
the rapid pace of Asian development, it goes into great- 
er detail, with greater insight — a book which everyone 
who needs to know about Asia must have on the book- 
shelf. 


Features 

The Asia 1986 Yearbook includes two new chapters — 
covering a historic year in South Asia, and analysing US 
involvement in Asia — but you will find familiar chapters 
and features as well: a portrait of The Region, The 
Power Game, Population & Food, Development Banks, 
Asian Finance, Asian Investment, Commodities, 
Energy, Aviation, Shipping, Fishing, Trade & Aid, the 
Pacific, Asian & Pacific Organisations, and a round-up 
of the year’s news stories. 


As in the past, the Asia 1986 Yearbook has an abun- 
dance of charts, tables and graphics to illustrate the 
material, including a full military profile of each regional 
country. 


The main body of the book contains chapters on 31 
countries, ranging from Afghanistan to Japan, from 
China to New Zealand. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure, complete with a map and lists of 
leading public officials. The Asia 1986 Yearbook gives 
you localised, first-hand information on everything from 
market potential and population trends to foreign aid in- 
volvement and social and cultural landmarks. Each 
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minus the mystery, 
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The All New 27th Edition 











country chapter has a Databox giving essential vital 
statistics. And there is also a statistical round-up com- 
piled against a master questionnaire provided by Year- 


book experts. de 


How We Did It 

Published by the Far Eastern Economic Review, the 
Asia 1986 Yearbook is the result of thousands of man- 
hours of work during the year. Every week, the Heview's 
correspondents file on-the-spot reports from every 
major Asian capital and every area of interest through- 
out the region. This leading team of writers, analysts, 
experts and research staff contribute (as they have reg- 
ularly for 27 years) to keep the Asia 1986 Yearbook on 
top of events. To give you Asia minus the mystery, 
minus the myth. To give you Asia as only the Far East- 
ern Economic Heview can. 


Soft Cover: HK$170/US$23.95/£20/S$49.50/M$56.50 
Hard Cover: HK$200/US$27.95/£23.75/S$58.50/M$67 
For airmail delivery, please add: 
HK$55/US$7/£5/S$15/M$17.50 per copy. 
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To: Publications Division, CHEM 5 * 
FarEasternEconomx 
Far Eastern Economic Review, i 





G.P.O. Box 160, 
Hongkong 





Please rush me copy/copies of the Asia 1986 Yearbook as 
indicated. | enclose a cheque/postal order for 


Name 


Address 


City "us Post Code 


Country 


Asia 1986 Yearbook (Soft Cover) 
Price: HK$170/US$23.95/£20/8$49.50/M$56.50 each 


No. of copies C) by surface O by airmail* 
Asia 1986 Yearbook (Hard Cover) 

Price: HK$200/US$27.95/£23.75/S$58.50/M$67 each 

No. of copies [] by surface O by airmail* 


*For airmail delivery, please add: 
HK$55/US$7/£5/S$15/M$17.50 per copy. 
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The best way to impress the girls back at 


the office is to use a Canon Daisywheel 
on your next trip. 


quite simple, especially if vou have 
ier the Canon S-16 or S-15 (shown in 
above photograph) personal 

tronic typewriter 


ike other personal electronic 
ewriters, they both have a high- 


cision daisywheel printhead. Just like 


se big machines the girls back at the 
ce use 


ich means you can now give all your 
uments a top-quality professional 

x with the help of features such as 
matic underlining. Boldface 

tering. Indenting. Justified printout. 


ı may also be interested to know 

can make multiple carbon copies 
at's more, with the Canon S-16 you 
Save up to three full pages for re-use 


without retyping. Or divide the 6KB 
memory into 20 separate blocks. Or usc 
opuonal RAM cartridges for extra 
memory. The list goes on 


^s for the S-15, its full-line correction 
memory makes fixing typos a snap. And 


with features like automatic underlining, 


boldface, right margin alignment, 
centering, indenting and decimal tabs. 
formatting is quick and easy 


SO if you re the sort of person who is 


often out working the field, why not slip 


the Canon S-16 into vour briefcase? Or 
the Canon S-15 


Either wav, your reports will certainly 


make a good impression on the girls back 


at the office. Not to mention the boss 
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ELECTRONIC TYPEWRITERS 


Headquarters: Canon Inc., Tokyo, Japan 
Regional Office in South East Asia 
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Canon Hongkong Trading Co. Ltd 

[el: 3-7390802. Tclex: 50046 CHK 
Hong Kong : Jardine Marketing Services Ltd 

[cl]: 5-8373797 
Indonesia PT Ssamatfiti lel: 355521 
Malaysia Mulpha Trading Sdn. Bhd. Tel 
Pakistan Global Business Systems. Tel: 52 
Papua New Guinca 

High Tech Industries Pty. Ltd 

I 257581 
Philippines Datagraphics Inc. Tel: 855011 
Singapore Canon Marketing Services Pte. Ltd 


Tel. 2745411 
Metropolitan Agencies Ltd. Tel 
FMA Corporation Ltd. Tel. 2550] 


Sri Lanka 
Thailand 
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and ensure your copy each week. 
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doesn't economise on space, amenities 
or furnishings. 


Or drop by at our lounges. 
A stroll along The Boulevard will 
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The Boulevard 
Hotel stands at the L 
highest point on tree-lined — . — 
Orchard Boulevard. It's 
flanked on one side by 
lush green slopes, luxury apartments 
and bungalows, and on the other, by 
Orchard Road, Singapore's hub of 
shopping and entertainment. 
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Everything at The 
Boulevard has a brisk 
young air about it. From 
the stunning modern 
atrium to the crisp 
styling of rooms, from 
lifts that ‘talk’ to 
service staff who 
listen, and respond 
accomodatingly 
and efficiently, 


subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind. 


Rate: Soft cover US$21.95 or HK$170 (or 
the equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
coupon 
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world without leaving your You get a good T 
hotel. deal more at | wae 
Enjoy western cuisine at its finest Singapore's 6 months 
at The Manhattan. Take in a piece of only hotel on 1 year 
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Seaward in. Kuala — 


ian politician and business- 
man Tan Koon Swan has narrowly 
isis within the political 
Malaysian Chinese Associa- 
2 which BE leads. as hee 















ea d piu to. 16 
days before the deadline set 

yard. í 
- ciréimstances in which. Tan 
oowëthe money to MPH — from 
he resigned as managing director 
ions) in February — are un- 
ial. Tan himself was reported as hav- 

aid on 17 May that the debt stem- 
om his decision "to take over an 
: tment which went bad although I 
“was not legally bound to do so . . . there 
was no such thing as unsecured loans, 
missing funds or unauthorised funds." 
Furthermore, the REVIEW understands 
that the only obligation on Tan was a 
commitment he made in January to the 
.MPH board and the MCA leadership to 
help MPH recoup the M$23 million. 

It is now established that the money 
was used by Tan early in December to 
help meet the first S$27 million 
(US$12.2 million) instalment of a 
"proposed S$40 million interest-free 


loan to Singapore’s collapsed Pan-Elec- |. 


tric Industries. Tan made the offer of 
‘the loan at a meeting on 23 November, 
held at the Monetary Authority of Singa- 
pore, with the directors of Pan-El and 


members of the steering committee of |. 


Pan-El’s. creditors. Subsequently, Tan 
led to hand over the remaining S$13 
lion of the proposed loan and tried to 

prevent the handing over of the earlier 

| instalment, citing "legal impediments." 

' While these circumstances suggest 
dhát Tan raised the money on his own 
“account for use in his personal capacity, 
^it now transpires that the M$23 million 
“had actually been borrowed by MPH it- 
‘self for the purposes of investment in 
Pan-El via Tan's rescue scheme. Docu- 
ments are now circulating in Kuala Lum- 
pur which show that the MPH board ap- 
"proved a company application for a loan 
. of M$20 million from Malayan United 


Finance, which — together with a fur- 


— M$3 million raised on MPH's over- 
aft - account with Malayan United 
Bi nR.— was placed at Tan's disposal to- 
“ (he end of November. 
Althówgh Pan-El’s debts 
“known toe of the order of $$350 mil- 
Yon con p jred with end- 1984 — as- 
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E Malay: an politician Tan Koon Swan pays some of his debts 
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| believed that the company could be 
| saved. The $$27 million cash injection 
| was only the first stage in a much wider 
Scheme devised by the MPH board to 
| swap assets with Pan-El and to convert 
eventually the proposed S$40 million 
loan into equity. At that stage, Tan 
|| owned 22.3% of Pan-El through Sigma 
4 International and it is possible that the 
| long-term strategy involved MPH buy- 
| ing Sigma's holding as well. 
The main purpose of the scheme was 
undoubtedly the exchange of assets be- 
| tween the two groups, however. MPH 
| was desperate to divest itself of its loss- 
| making, 80%-owned Hongkong ship- 
ping subsidiary, Promptship Holdings. 
(Write-downs in the value of Prompt- 
ship are expected to have accounted for 
the bulk of the M$200 million loss which 


MPHi is Ed to — to ——— 
ers in June when it presents its annual 
accounts for 1985 [REVIEW, 15 May].) 
According to sources, MPH's intention 
was to inject 60% of Promptship into 
Pan-El in return for Pan-El's 100%- 
owned Orchard Hotel in Singapore. - 


hen last valued before the onset of 

Pan-El’s difficulties, the Orchard 
‘Hotel was worth about $$100 million and 
apart from Pan-ET's fleet of salvage ves- 
sels, was considered one of the best assets 
in the group. While Singapore's hotel 
industry is going through a very rough 
patch at the moment, with occupancy 
levels averaging around 50%, it is 
doubtful whether 6076 of a M$90 million 
loss-making shipping company whose 
34 ships have been written down to 
| Scrap value would have been consider- 
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equity, 


' Mulpha International Trading Corp. 23 


life president Lee San Choon has bei 


over from Pan-El.- 












































Now that th 
paid, the qu 
MPH's shar 


other explaining to do — SO 
papers. in Malaysia have a 1 
MPH's auditors have raised 
over the use of M$43 million of 
funds last vear. 

Some explanations relating. te 
year’s as-yet unannounced massiv 
were made on 17 May in Kuala L 
when MPH's managing director | 
ministration) Datuk Choo Ching I 
gave a confidential briefing to more 
than 1,000 liaison committee member: 
of MPH's largest shareholder, Koperas 
Serbaguna Malaysia (KSM). Choo i 
believed to have told the shareholders 
that the 1985 losses were due to the shi 
ping fleet write-downs and the drop an 
value of stocks held by subsidiary 


Provided MPH can keep KSM mem: 
bers happy, it will probably be able to 
weather the coming storm. However 
far bigger threat to the company is 
real possibility that the board of MPH 
losing support from the MCA. ~ 

The executive chairman of Ki 
Datuk Oon Seng Lee, said after 
briefing that “the relationship betweel 
the MCA and Multi-Purpose leaders 
cordial and we are still cooperating,’ 
sources close to the MCA point out 
MPH's executive chairman and N 





away in Britain throughout the 
cent crisis — ostensibly for a m 
check-up. Lee could be brought i 
new broom to sweep out the pre 
management. E 
The intriguing question that wil 
main after all the present brouhah 
over is where did Tan get the M$23 
lion to pay back MPH? 1f, as sourc 
suggest, the money came from vario 
rominent members of the | 
leadership, this would indicate th 
Tan's support within the Chinese co 
munity is. much stronger than m 
would have thought possible at. 
stage. If it came from his own reso 
the brokers in Singapore would 
terested to know Why he has not 
them for the. forward contracts he 
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. By Jose Galang in Manila | 
| © an Miguel Corp. (SMC), the Philip- 
| S pines’, largest manufacturing enter- 
_ prise, narrowly averted what could have 
| become government control when act- 
| ing. chairman, Andres Soriano lll 
| headed off an order seizing a 33.13 mil- 
|. lion block of SMC equity. After seeking 
. the intervention of President Corazon 
| Aquino, Soriano struck a deal with the 
Presidential Commission on Good Gov- 
| ernment (PCGG) with which he had 
| been at loggerheads over the shares 
| which were previously controlled by 


^sl 


| Eduardo Cojuangco, a close associate 
| : . of former president Ferdinand Marcos. 
On 19 May, the PCGG seized the 
= 33.13 million shares following the col- 
| lapse of negotiations with Soriano and 
~ SMC. However, iffaletter to Aquino the 
— following day Soriano proposed that: 
» The PCGG set aside the sale of the 
33.13 million shares and declare the 
transaction void. A downpayment of 
P500 million (US$24.4 million) on the 
| transaction is to. be returned to the 
| buyer, the Hongkong-based SMC sub- 
'sidiary Neptunia Corp. 
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> The Soriano group will maintain its 
nine seats on the 15-member SMC 
board of directors and the PCGG will 
fill the remaining Sots. 
» The board will offer for sale the 33.13 
million shares to, among others, present 
SMC stockholders, employees, coconut 
farmers (who, SMC had maintained, 
owned the shares) and the general pub- 
lic, 
» The business judgment on whether 
the Hongkon — San Miguel 
Brewery (SMB), should be sold or con- 
verted into a joint venture, should be 
left to the board of directors. 
In making the proposals, Soriano 

said San Miguel had "consistently re- 

uested the sellers of the [33.13 million] 
shares to issue all the documentary evi- 
dence needed by the PCGG to deter- 
mine that the owner of the shares was 
not Eduardo Cojuangco. It would ap- 

ear, however, that in spite of all the ef- 
orts made by the sellers, the PCGG is 
not convinced that Cojuangco is not the 
owner of these shares.” 


The contested shares represent 
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- Holmes à Court pursues partial bid for Australia's BHP 
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By Hamish McDonald in Sydney 


P crth-Dased raider Robert Holmes a 
| E Court has forced the pace on his 
_ A$3.6 billion (US$2.6 billion) partial 
_ bid for Broken Hill Proprietary Co. 
_ (BHP) by declining to extend the 27 
_ May deadline for acceptances. This in- 
| dicates that he could quickly burrow 
= more deeply into the stoutly defended 
- | Australian resources and steel giant, 
_ but without decisively gaining control. 

The prospect of an ambiguous out- 
. come to his bid may be restraining 
| BHP's recently discovered “white 
- |. knight," the pastoral and brewing con- 

f pe Elders IXL, from a further 

4 defensive move aftér its A$1.7 billion 
| raid on 10 April that picked up an 
| | 18.5% stake in BHP, almost matching 
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the 18.9% held by Holmes à Court's 

_ Bell Resources (REVIEW, 24 Apr.). 
| |. Holmes à Court's even more stun- 
| ning response on 13 May, raising his 
| offer from A$7.50 to A$9 ashare (ex-di- 
B. vidend) and dropping many conditions, 
) raised the ante even further for Elders 
| chairman John Elliott. In London to 
= press his bid for British brewing and 
* food group Allied-Lyons, Elliott flew 
h back to Melbourne immediately for 
| lengthy strategy meetings. No firm indi- 
— | cations of his thinking have emerged, but 


— 


^ 134 


m^ 


sharemarkets have been swept by 
rumours that Elliott has been trying to 
secure massive lines of credit — possibly 
as much as A$7.5 billion for a full take- 
over offer for BHP. 

Acceptances for Holmes à Court's 
bid were only a trickle with a week to 
go. BHP itself played on the propor- 
tional nature of the bid, warning share- 
holders that while the A$9 price for half 
their shares was attractive their remain- 
ing investment would be risky once con- 
trol passed over to a raider hard-pressed 
to cover his borrowings. Such residual 
parcels have in any case sold some 60 A 
cents below market price. 

BHP's share price sagged from 
around A$8.50 to around A$8.10 over 
the first week of the bid, however. The 
decision not to extend will encourage à 
last-minute rush on 26 and 27 May. 
Many institutional investors were ex- 
pected to take the offer in the expecta- 
tion of being able to top up their BHP 
stake later at a lower price. However, 
the signs were that while Holmes a 
Court could edge his holding up to 30% 
or so, he would fall short of his optimum 
target of 400 million shares or an extra 
31% equity. 

.. The target itself appeared to be en- 
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Cojuangco: disputed owner. 
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54.9%. The G earlier seized 18.5 
million shares registered in the name of 
entities 25* owned by Cojuangco, 
the former SMC chairman. ( The PCGG 
has been given the task of retrieving as- 
sets from Marcos and his cronies that 
were acquired through dubious and il- 





couraging pre-emptive buying by BHP's 
"friends" to deny sales to Holmes à 
Court. The rumoured “Australia 2000" 
defensive club — a round-robin of share 
purchases by threatened blue-chip firms 
to avoid the companies code ban on a 
company funding purchase of its own 
shares — also seemed a factor in 
sharemarkets. 

The prospect of having a one-third or 
so BHP stake countered by an alliance 
of Elders and other friends of the pre- 
sent BHP board has produced no signs 
of a bail-out by Holmes a Court. The 
raider has preserved an appearance of 
total confidence in his ability to. 
whatever level of equity results. i 


B sums suggest that Bell Re- 
sources could face a cash-flow defi- 
ciency of up to A$319 million in its 1986 
(calendar) year if it fully draws on the 
A$3.5 billion being provided by Stand- 
ard Chartered Bank, Société Générale 
and Westpac Banking Corp. Brokers' 
analysts tend to see much smaller de- 
ficiencies, as they wrestle with debt-ser- 
vice, "negative-gearing" of interest 
against other earnings, equity-account- 
ing of BHP profits, dividend flows and 
the fact that much of Bell's 1985 profit 
of A$104 million came from trading in 
BHP shares and options. 

While the outcome is awaitgd, ordi- 
nary investors have been gi graphif 
insights into the workings ofbillion-dol- 
lar share play. A High C@urt decision 
turned down applications by BHP af 









29 MAY 1986 e FAR 


ms d 


N 













— — — 5 


legal means.) The state-run Govern- 
ment Service Insurance System and So- 
cial Security System own respectively 
5.95 million and 550.517 SMC shares. 

SMC management, led by its acting 
chairman "Andres Soriano III, had 
launched a complex scheme for the ac- 
quisition of the 33.13 million shares that 
involves the sale of the company's 74% 
interest in SMB. The commission insists 
the shares^were under the control of 
Cojuangco He allegedly cornered the 
33.13 million in December 1983 with the 
use of fur m a levy On coconut pro- 
ducts. 

The Soriano group described the 
33.13 million shares as an “antagonistic 
block" and that their retrieval by man- 
agement was the best alternative to 
either government control or an agree- 
ment with Cojuangco. However, the 
move would be funded by proceeds 
from the sale of the Hongkong brewery, 
a profitable asset, so a group of minority 
shareholders agitated against the 
Soriano plan. 


he PCGG sequestration order was 
prompted by questions raised by the 
SMC minority shareholders on the leg- 
ality and propriety of the sale of the 
33.13 million share block. The sequestra- 
tion order also came after Ramon Diaz, 
a commissioner of PCGG, met with 


Holmes a Court: secret approac. 


Elders against a public hearing by the 
National Companies and Securities 
Commission (NCSC) into the “coinci- 
dence" of BHP buying A$1 billion in El- 
ders preference shares within four days 
of the Elders 10 April raid. 

NCSC chairman Henry Bosch put 
Holmes a Court in the witness stand on 
tke hearings’ first day. With some 
glee Tee raider recounted hitherto secret 

approaches from BHP. He also report- 
Ned thre meetings with Elliott over 
April andWay, in which Elliott pressed 
jim to sellfhis stake and take “a A$400 
Billion profit for a month's work.” 
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Soriano on 14 May to clarify details of 
the transaction. 

Diaz said that at the meeting Soriano 
failed to come up with “any proposition 
to break the impasse.” Diaz made sev- 
eral proposals, including the seating of 
seven PCGG representatives on the 15- 
member SMC board. Hours after the 
meeting, Soriano came back with a 
counter-proposal to allocate five seats 
for the commission but that his group 
would vote the 33.13 million shares. 
Diaz disagreed. 

Meanwhile, SMC requested the 
Securities and Exchange Commission 
(SEC) to bring forward its hearing orig- 
inally scheduled for 30 May to deter- 
mine whether the company’s manage- 
ment can vote the shares. That request 
has been turned down. The Soriano 
group had planned to resume its stock- 
holders’ meeting on 27 May to elect a 


| new board of directors. Soriano hopes 


that the new board will formalise his ar- 
rangement with the US brewer 
Anheuser-Busch for the sale of SMC's 
holdings in SMB. The Anheuser-Busch 
offer runs until 28 May. 

The PCGG is preparing to forward 
to the SEC certain issues in the case 
which fall under that agency's jurisdic- 
tion. Since the early days of the con- 
troversy, the SEC, which is under the 
jurisdiction of the finance minister, has 


approached the case with a, lukewarm 
attitude. The SEC is directly accounta- 
ble to the president. 

Businessmen familiar with the per- 
sonalities behind the dispute are look- 
ing at its political aspects. Ramon del 
Rosario, a banker and long-time 
Soriano associate, is credited with hav- 
ing packaged the financial transactions 
and is expected to be named SMC presi- 
dent, if all goes according to plan for the 
Soriano group. Some businessmen, 
however, have expressed disappoint- 
ment at del Rosario's access to Aquino 
since the controversy erupted. 

Aquino met the PCGG commission- 
ers on 12 May at Malacanang and the 
SMC case was discussed at length, one 
commissioner told the REVIEW. He said 
that Aquino gave the PCGG “a free 
hand in applying the law equally" in 
this case. PCGG members have also 
been meeting with executives identi- 
fied with the Cojuangco group in recent 
days. 

Despite the setfement of what was 
shaping up as a major corporate con- 
frontation for the government, the in- 
volvement of Aquino in the settlement 
is expected to be noted adversely by the 
business community. Aquino has pledg- 
ed to keep government out of private- 
sector affairs — a major business com- 
plaint against Marcos. o 











Elliott pursued the offer after gain- 
ing his own 18.5% holding in the 10 
April raid. When Holmes à Court 
pointed out procedural difficulties in 
stopping the bid, Elliott suggested El- 
ders buy Bell's bidding vehicle and con- 
tinue the bid. Holmes à Court reversed 
the offer, but said Elliott told him he 
"couldn't sell those shares and still do 
business in this town." 

More embarrassing to Elliott (who 
was due to take the stand some days 
later), Holmes à Court said Elliott had 
offered to act as "agent" in settling a 
protracted dispute between Bell sub- 
sidiary Weeks Petroleum and BHP over 
royalties from Bass Strait oil. This virtu- 
ally accused Elliott, who is expected to 
take one of the two board places BHP 
and Elders will exchange, of offering to 
act against BHP interests once on the 
BHP board. 

Later, Wardley Australia managing 
director James Yonge took the stand to 
face questions on the merchant bank's 
arrangement of finance for the Elders 
raid. Against strenuous protest from 
Wardley's lawyer, the NCSC made pub- 
lic certain letters and telex messages be- 
tween Yonge and William Purves of the 
Hongkong and Shanghai Banking 
Corp., Wardley's parent — in which 
Holmes à Court was code-named 
“Warthog,” BHP “Elephant” and El- 
ders “Europe” and then “Armaged- 
don.” 

After an Elders-Wardley meeting on 
3 April, a memo from Yonge to Purves 


that day quoted Elliott as saying that 
BHP and its advisers felt that their 
shareholders’ best interests were served 
by a big company buying a shareholding 
to counterbalance “Warthog.” Elliott 
said BHP had talked with the British 
parent of a large Australian company 
(widely undertood to have been Rio 
Tinto Zinc, parent of Conzinc Riotinto 
Australia), but had chosen Elders as the 
preferred one to buy in. 

This memo indicated Elliott was 
party to BHP thinking. This is of course 
a point crucial to the purpose of the 
NCSC inquiry: whether BHP and El- 
ders coordibáted their cross investment 
and thereby contravened the companies 
code. BHP has said its first knowledge 
of the Elders raid came nearly four 
hours after it was launched. 

However, a revised account of the 3 
April meeting was sent by Yonge to 
Hongkong the next day. This said El- 
liott advised that his initial discussions 
with BHP on a possible joint venture to 
buy BHP shares had ended. “Not- 
withstanding the termination Elliott is 
of the view that Elephant and its advis- 
ers will or should (as a defensive mood) 
conclude that . . . the interests of 
Elephant shareholders would best be 
served if a major corporation acquired a 
substantial shareholding interest.” 
Yonge said he changed the memo after 
wondering whether he had correctly 
understood Elliott, and because “sinis- 
ter conclusions" might be drawn from 
the first version. o 
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jo Hongkong shipping group — remain afloat 


Paul Handley in Hongkong 


' 'he debt-laden Tung shipping group 
has presented creditors with a plan 
merge the group's public and private 
rations and set up two new entities, 
based on integrated container ser- 
s and the other covering the rest of 
he group's vessels, some 40 tankers and 
ulk carriers. Under the plan half of the 
roup's outstanding ship orders will be 
cancelled and some of its non-shipping 
assets abroad will be sold off. 

. The plan leaves the Tung family 
athout a financial stake in the group, 
ut.group chairman Tung Chee-hwa 
vill retain management control with the 
pportunity to rebuild his ownership. 

Tung family had held 87% of ordi- 


| public last epte 
OOHL shares was sus 
Hongkong Bank extende: 
a US$150 million credit line to maintain 
operations. The group attributes its prob- 
lems to the depression of the shipping | 
industry and overtonnage worldwide. | 
In November, the Bank of China 
took over about US$25 million of the 
credit line, despite the Tung family’s 
long close connections with Taiwan. 
China confirmed its interest in March 
when tycoon Henry Fok pledged 
US$120 million to support the group, 
contingent upon the success of the re- 
structuring — Fok is one of Peking's 
close Hongkong business allies and is 
| felt to be representing the Chinese Gov- 
y shares in the listed Orient Over- | tainer vessels and seven tankers on | ernment more than himself. Under the 
Holdings Ltd OOHL) and 59% of | order in Japan. Three of the vessels | plan, Fok would hold 35% of the OOHL 


| Private Group (TPG) and OOHL. 
| 
| 
| 
| | 
| 

eferential shares, almost all of which | have been ready for delivery for many | container business. China's move intg 
| | 
| 
| 
| des 
| 


The plan would preserve the inte- 
grated worldwide container business of 
OOHL. in a new container group con- 
trolled by OOHL. The new entity will 
| pick up four container ships from TPG 
while OOHL will lose six tankers and 
bulkers to another new company, Tung 
Tankers and Bulkers (TTB). A newly 
established trust, Tung Holdings Trust 
(THT), will hold all common shares of 
TTB and 90% of ordinary shares of | 
OOHL. THT will be owned through cer- 
tificates of beneficial interest issued to cre- 
ditors with under and unsecured debts. 

A third new entity, Tung Newbuild- 
ings, will take delivery of five new con- 





he company 









ad been pledged to lenders. The pro- | weeks. Five banks, the Bank of Tokyo, | Hongkong's. largest container gro 
posed plan is designed to maintain man- | the Hongkong and Shanghai Banking | would immensely strengthen its own po~ 
gement continuity. | Corp., the Industrial Bank of Japan, | sition in global container services. The 
About I50creditorsin Hongkong on | Manufacturers Hanover Trust and | OOHL group lists, aside from its fleet, 
May heard of the plan to.write down | Standard Chartered Bank, have agreed | nearly 62,000 containers, seven con- 
to syndicate a target US$250 million | tainer terminals and 65 offices. - 

loan to support the vessel purchases. The restructuring PODON was gen- 
Tung Newbuildings will be equally con- | erally well-received by creditors but 
trolled by OOHL and TTB. Mean- | some resistance is expected. The plan 
while, orders for 12 more ships will be | includes a more than 90% writedown of 
cancelled if the group can renegotiate | value for OOHL-common shares and a 
lighter cancellation penalties. conversion of preferential shares to or- 
. dinary shares. Publicly held shares will 
then amount to 10% of total: equity in 
OOHL. How much of the THT-held 
shares will be traded is still undecided. 
The OOHL board has asked for ap- 
proval of the plan by the end. of July, 
and says it expects trading of OOHL 
stock to be resumeg ey, after. op 


ecured debt to reflect the market value 
f the underlying securities, which in- 
vessels overvalued in the depress- 
global shipping market. The differ- 
e, debt no longer covered by the se- 
ng assets, will, along with unsecured 
ebt, be converted into equity in the re- 

ctured group, interest-bearing notes 
d certificates. This under-secured and 





PG financial adviser John Guest of 

Shearson Lehman Brothers said the 
immediate goal of the revamping. was to 
preserve the value of the OOHL con- 
tainer business. “Its creditors have rec- 
ognised that it has a greater value as a 
going concern." Tung Chee-hwa will be 





nsecured debt, including current debt, 
mounts to about US$1.1 billion. In- 
erest will be paid on debt secured by 
assets’ market value, and amortisa- 
ion delayed until 1988. Total debt 
eaches US$2.68 billion for Tung 













Net pot eXclüdes. 'extraordinary gai 
half results unlikely to be sustainec 





A$196.11m 
(US$141.6m) | 
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sure from rising costs and unce nar terest rates. 


! Full-year current profit for parerit company forecast. at v? 8b 
| and sales ¥267b. 
















* — | ¥480.54b 


H31 Mar. | | 
| (US$12.3m) | (US$1.1m) 


Sharp profit fail attributed to decline in semiconductor sales 
















Y31Mar.| Y3927b - -46 | ¥246.66b 
(US$235.7m) (US$1.5b) _ and yen's appreciation. Current profit for 1986-87 expected to 
NEM | be Y472bandsales Y290b. ` 
Y 31 Dec. | Won2.4b ^» -6.5 Profit fall attributed to rising costs of new facilities. Sales 


(U S$2. 7m) (US$1 20. 8m) increases concentrated on agrochemicals. 
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Picking Carrian's bones 


Liquidators plan to sue the failed group's former auditors 


By Robert Cottrell in Hongkong 
L. uidators of Hongkong's collapsed 

Carrian Investments Ltd (CIL) have 
instituted a lawsuit alleging negligence 
against Price Waterhouse (PW). the in- 
ternational accounting firm which au- 
dited CIL's published accounts. The 
liquidators, partners in the accountancy 
firm of Arthur Young, issued a writ of 
summons against PW in December, and 
are finalising a claim for damages. 

The writ, in the name of CIL as 
plaintiff, accuses PW's international or- 
anisation of failing to maintain the pro- 
essional standards of its Hongkong of- 
fice. —5 a partner and a man- 
ager of PW's Hongkong office are cur- 
rently standing trial as co-defendants 
with CIL chairman George Tan on cri- 
é charges of conspiring to defraud 





L’s creditors and shareholders. 

The suit is regarded as significant 
and almost unprécedented for Hong- 
kong auditors. The liquidators' firm ap- 
proach in the Carrian case has raised 
again the question of whether the gov- 
ernment will take any similar action in 
respect of the huge losses it has suffered 
because the state of Overseas Trust 
Bank, which it had to rescue last year at 
a cost of some HK$2 billion (US$256.4 
million), was not what it appeared from 
the accounts audited by Coopers and 
Lybrand. 

The liquidators remarked on their 
litigation in a 12 May letter to CIL's 
creditors. The letter also said that CIL 
might hope to raise about HK$647 mil- 
lion from its remaining assets, equal to 
about 24% of the HK$2.7 billion which 
the company has estimated that it owes 


to unsecured creditors. The liquidators 
say that CIL's total unsecured debt 
could be increased above HK$2.7 bil- 
lion by the addition of other claims not 
included in the statement of affairs pre- 
pared by CIL's outgoing directors. 

All told so far HK$580 million has 
been realised from sale of assets in 
Hongkong, the US and Australia and is 
in the liquidator's hands. A further 
HK$68 million in realisations is in es- 
crow pending final determination, of 
which the liquidators expect to get 
HK$50 million. Assets totalling another 
HK$135 million are subject to dispute. 


O ne major additional claim awaiting 
resolution is from Bumiputra Ma- 
laysia Finance (BMF), Hongkong subsi- 
diary of the Carrian group’s main bank- 
er, Bank Bumiputra Malaysia. BMF 
said on 10 June 1985 that it was owed 
US$108 million not accounted for in 
CIL’s statement of affairs. The Arthur 
Young partners say that “the claim has 
been stood over until BMF supplies ad- 
ditional supporting documents re- 
quested by the liquidators.” The 
liquidators have, however, reached 
agreement with BMF over shares of the 
K$48 million proceeds of sales of land 
in Hongkong held through subsidiaries 
and in which BMF claimed an interest. 
The partners also say that they have 
reached a settlement with the Miramar 
property and hotels group, a joint-ven- 
ture partner of CIL, the effect of which 
is to extinguish a HK$700 million addi- 
tional claim by Miramar against CIL. 
The liquidators’ wide-ranging writ 


against PW names 


— — = 


ot Iu c3 -— "Aun 


es as defendan 
only the Hongkong partnership 
mediately responsible for the CIL audit, 


but also “partners in firms practising - 


under the name or style of Price 
Waterhouse . . . in any country. . . inthe 
world." The writ claims “damages for 
negligence and/or breach of duty and/or 
breach of contract and/or breach of 


statutory duty" on the part of PW in its - 


work for the CIL group since December 
1979, including its audit of CIL accounts 
for the years 1980-82. The writ also 
charges PW's international. network 
with similar negligence or breaches in its 
responsibility for *monitoring and/or re- 
viewing and/or supervising the systems 
and/or professional and/or other prac- 


TA | 
im- |. 


tices and/or other standards maintained _ | 


by PW local firms including in particular |} 


* 


the Hongkong local firm. 


In addition to the litigation a ainst - 


PW, the CIL liquidators have also is- 


sued two writs against former direct- | 


| 


| 
m 


tors of Mai Hon, thegompany which was — 


taken over 
in 1979-80 and became CIL. The 
liquidators say they want an account of 
EM which they allege were made 


by associates of Tan. 


rom dealings in shares and in property — 


once owned by Mai Hon, and that dam- 
ages may also be sought. 

The liquidators say that a Hongkong 
Government restriction imposing à 
3.576 ceiling on interest earned by com- 


E 


puc in the process of being ee E 
K$1 


as so far cost CIL creditors 


the present scale of fees charged 
Hongkong's official receiver — a possible 
bill. of HK$30 million for audit services. 


The costs of other aspects of the- 


4mil- | 
lion. They say they also plan to Mimi AU 
y 


liquidation are also eating into di- © 


vidends for creditors. Liquidators’ fees | 
so far are an astronomical HK$57 mil- | 


La 


lion, lawyers’ fees HK$30 million and | i 


other costs HK$10 million. 
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| Ina consolidation phase 


MOST markets in Asia eased in quiet trading as investors paused to consolidate gains 


after previous hefty rises. South 
by good economic news. 


HONGKONG: Cathay Pacific shares dominated 
facing during the period, having come onstream 
on 17 May. The issue traded between the 


-| HK$5.10 (65 US cents) and HK$5.30 range com- 


F 


tive than bank de 


_ ings’ purchase of 


pared with an issue price of HK$3.88. Other coun- 
ters performed poorly and the Hang Seng Index 
lost 68 points to close the period at 1,765.02. Mar- 
ket analysts view the setback as temporary and 
that the longer-term trend is still upwards as low 
interest rates make stock investments more attrac- 
its. Turnover averaged a 
daily HK$423.97 million. 


TOKYO: The market entered a corrective phase, 
with the Nikkei Stocb Average returning to the 
15,000-point level and daily volume dropping. 
The Nikkei indicator dropped steadily throughout 
the period, closing at 15,697.53 points on 19 May. 
Daily turnover for the six days averaged 399 mil- 
lion shares. Confused political statements over 
whether or not there would be a lower house elec- 
tion in June contributed to the market slump. Sell- 
ing of blue-chip electricals as the yen rose also 
dampened sentiment. Trust banks rose as land 
trusts were reconsidered in light of the Land 
Agency white paper. The US dollar's slight re- 
covery was not enough to move export stocks. 


SINGAPORE: The small rally of Singapore stocks 
during the previous two period petered out with 


| some profit-taking. An official survey which 


showed an improvement in business expectations 
for the first time in almost two years plus the gov- 
ernment’s plans to nurture the government bond 
market boosted sentiment, but the problems of 
the stockbroking industry resurfaced later in the 

riod with the news that Lin Securities’ boss 

ces charges of cheating. Poor results from Bous- 
teadco Singapore and Duta Consolidated also 
dampened hopes of a quick revival. Fraser's In- 
dustrial Index rose 12.7 points to 3,498.57 on aver- 
age daily turnover of 9.17 million shares. 


KUALA LUMPUR: Although the market closed a 
few points down on the period, there were signs 
that some blue chips were gaining popularity. 
Fraser's Industrial Index was up by more than 45 
points during the first two days, with blue chips 
eading, though profit-taking and very low turn- 
over during the second half brought the index 


- back down to 1,992.42 by the finish — a drop of 


15.21 points on the period. Corporate activity 
helped enliven the market, particularly takeover 
rumours iden Renong, and Palmco Hold- 

million shares of Berjaya 
Corp. on the open market. Turnover averaged 
5.69 million shares daily. 


AUSTRALIA: The surprising A$1.50 (US$1.08) 
increase in Robert Holmes à Court's bid price for 
Broken Hill Proprietary Co. (BHP) to A$9.20 a 
share protected markets from a substantial correc- 
tion. BHP's share price was immediately lifted by 
A$1 to A$8.48 and for a time reversed bearish mar- 
ket sentiment. Even so, the key All-Ordinaries In- 
dex slipped 20.9 points to 1,197.9 over the period, 
largely on a 83.2-point loss to 1,947 in the over- 
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orea was one of the few to buck the trend, helped 


heated All-Industrials Index. Confidence dipped 
on an unexpected blow-out in the current-account 
deficit in April, and government confusion over 
plans to hold a summit meeting on the economy. 


NEW ZEALAND The market sli ped back in quiet 
trading, with Barclays Index falling 0.7%. Along 
with private investors, the institutions and corpo- 
rate investors have withdrawn buying support in 
anticipation of the market reaching a more attrac- 
tive AE level. To date, selling pressure re- 
mained subdued. A NZ$224 million (US$124.4 
million) cash issue from Fletcher Challenge was 
announced during the period. This brings the total 
cash issue requirement in the market to around 
NZ$650 million. 


BANGKOK: The market improved towards the 
end of the period. The early session saw most is- 
sues move lower before recovering in mid-period 
with Siam Commercial Bank, Foremost Friesland 
and Metal Box the market leaders. The market 
weakened slightly at the closing in the absence of 
follow-up. The Book Club Index gained 0.3 of a 
point on the period at 117.34. Good corporate re- 
sults announced by some counters helped boost 
sentiment despite news of declines in earnings at 
Siam Cement and Siam City Cement. Turnover 
totalled 1.03 million shares, worth some Baht 
100.97 million (US$3.8 million). 


TAIPEI: The market lost ground on listless trad- 
ing, with the weighted price index dropping 6.35 
points to close the period at 909.26. Most counters 
were losing ground or just holding their own. 
Food shares were among the largest losers overall, 
however, as their specialised index fell 5.47 points 
to 220.79, a 2.4% decrease. Yue Loong Motors 
was another loser, with disappointing sales figures 

ushing down its share price from NT$16.40 (43 

S cents) to NT$15.50, a 5.5% drop. Transac- 
tions were at the lowest level this year, as daily 
turnover averaged NT$1.25 billion. 


SEOUL: Individuals re-entered the market after a 
hiatus, helping to drive up daily trading through 
the holiday-shortened period. Average volume 
rose 3.36 million shares to 20.53 million. Good 
economic news — the economy grew by 9.5% in 
the first quarter — offset worries about a tighten- 
ing of monetary growth and shortage of margin 
funds in brokerages. The composite index rose 
7.62 points to 199,92 points, with interest centring 
on transport equipment and electrical machinery. 
Faring the worst were fishing and beverage stocks. 


MANILA: Amid controversy over the sale of 31% 
of San Miguel's outstanding capital stock, its A 
shares rose 3.5% while its B shares retreated 4.7% 
in slower activity. Average daily turnover de- 
clined 37.8% to P5.68 million (US$277,000) as in- 
vestors again remained on the sidelines. Mining is- 
sues were stagnant, with the mining index moving 
up 14.21 points to close at 963.79. The commer- 
cial-industrial index lost 3.50 to close at 225.88, 
behind declines by Globe Mackay, Anscor and 
Engineering Equipment. 
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Maddie rates 
3 months torward Japan ¥ 167 245, Honghong MK$7.80, Singapore S$2.215 
Singapore-Malaysia: S$1- M$1.1755, CI- MK$11.94 


US$ - Rend 3. 1836 HKS - Arno 0 4068 
USS- fioutie 0.7005 


US$ - Kip 35.00 
US$ «Dong 12.2122 


| Source: The Hongkong and Shangha Baniung Corp. for banknote selling rates and official 
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General Electric 11 1/Fob) 1991 
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WE WERE THE FIRST. * 
AND WE ARE THE FUTURE. | | 


Fifty years ago, McDonnell Douglas 
introduced the world to tomorrow. 

The DC-3 launched the age of practical com- 
mercial aviation. For the first time, routine air 
passenger service was not only possible but 
also profitable. The legacy of the DC-3: Afford- 
able technology that continues to make 
commercial aviation profitable. The MD-11 
introduces the next generation of fuel-efficient, 
large capacity, long-range tri-jets for interna- 
tional travel. Blending proven reliability with 
the best of advanced technology, the MD-11 
makes possible a future of lower operating 
costs and increased profitability. 


te en LL 





CPO. Box 3500 Seoul, Korea *Phone (02) 771-10 
*Telex: LOTTEHO K23531/4/5. K28113 *(Cable HOTELOTTE *New York: Toll Free: 800-22. L OTTI 
*Facsimile Scoul 7*2.17*8 


Hotel Lotte is a member of: 





There are things in life 

you have to see and experience 
to believe. 

The Hotel Lotte 

in Seoul is one of them. 


Imagine a hotel that's also a major entertainment, restaurant and 
shopping complex within easy access to the city's business and financial 
district. That's the Hotel Lotte in Seoul. 

With 22 classic international restaurants, stylish cocktail lounges, a 
swinging disco, a health club, a duty free shop and a shopping « omplex 
that includes Seoul's largest and most modern department store, the 
Lotte is an extraordinary experience in a world of ordinarv choices 

It takes a special hotel to successfully blend convenience, efficiency 
and pleasure. At the Hotel Lotte in Seoul, we've created this unique 
composition just for vou. 


HOTEL LOTTE 


SEOUL, KOREA 


Overseas Sales Office: 


*Tokyo: Phone (03) 281-6636 Facsimile (03) 278-9369 
Osaka: Phone 263-1071/2 Facsimile (06) 261.2069 


Steigenberger Reservation Service M Golden Tulip World-wide Hotels 
For reservation, please contact the nearest KLM 
Roval Dutch Airlines offices world-wide 


(0 L tell International 





WWF Kojo Tanaka BCI 


‘Lhe 
Giant Panda 
needs your help 
tO survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that’s just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 


Recognition of the urgent need to solve thes 
and other problems has resulted in a unique @ 
historic partnership between WWF and th 
People’s Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves — Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money - your money. 

Please send contributions to the WW'F 
National Organisation in your country or direct to 


WWE International, 1196 Gland, 
Switzerland. 






WORLD WILDLIFE FUND 


WWF acknowledges the donation of tjus space by 
Far Eastern Economic Reen 
Advernsement prepared as a public service by Ogilvy & Mather 
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e next time you travel to America, Melbourne 
ider flying with a friend. $ 

United Airlines can take you to any of six P 
U.S. gateways from 10 cities in Asia. 

Fly with us to Tokyo, Osaka or Hong Kong. 
Then nonstop to New York, Los Angeles, San 
Francisco, Seattle, Portland or Honolulu. 

And if you're traveling beyond our 
gateways, we hope you'll fly United all the 
way to your destination. 

With the largest domestic network 
of any U.S. airline, United can fly ⸗ 
you to more than 150 cities in all 
50 United States. 

So experience our Royal 
Pacific Service to the U.S. 
and back. 

Or fly with us throughout Asia. 

Somewhere up there in the sky a 
smile will cross your face. And you'll 
begin to understand that what has made wr COUR 
us America's favorite airline, may also 
make us yours. 


. M Moure not just flying, 
you're flying the friendly skies. 


" Routes and schedules are subject to change 


Todays flavour in shipping, is round-the-world services. Nedlloyd Lines has not only 
anticipated the current trend but has been operating the round-the-world concept for many years. 
Services pioneered, perfected and proven. So when it comes to your global requirements choose 

Nedlloyd Lines. All ways round-the-world with Nedlloyd. Worldwide transport at its best. 
Nedlloyd Lines, Houtlaan 21 - 3016 DA, Rotterdam 
Telephone:4177933 Telex 24690 NEDL NL 


A Member of Nedlloyd the Worldwide Transport and Energy Group 
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TRY A LITTLE HELP FROM A FRIEND 


rt is not one of the things one ordinarily turns other products to be as compact, rational, portable, 
to personal computers for. cost-efficient, and easy to use as possible. 

But then, Epson personal computers are We provide them with the right combination of 
hing but ordinary. technical efficiency, faultless performance and 












At Epson, we think you operational simplicity. 
should be able to depend on T That way, you can count on them even for 
something as personal as a self-portrait. 
In need of inspiration? Try a little 
help from your Epson. It could bring 
out the artist in you. 


your computer even in the 
most unlikely situations. 
After all, a computer isn't 
called personal for nothing. 
It's called that precisely because 
it's supposed to be tailored to your 
needs. And the more responsive and 
user-friendly a computer is, the 
more personal it becomes. 
That's why we design our 
personal computers, printers and 






— EPSON CORPORATION: Head Office 3-5, Owa 3-chome Suwa a-shi. Nagano, Japan Tel: (0266) 52-3131 Telex: 3362-435 EPSON ELECTRONICS (SINGAPORE) PTE., LTO. 1 Maritime Square 
2-19, World Trade Cer ntre Telok Blangah Rd Singapore 0409 Tel: 2786071 Telex 39536 EPSON ELECTRONICS TRADING e 30/F. Far East Finance Centre, Harcou t Road ventral, Hong Kong 
Te 5.282555 Telex 65542 EPSON ELECTRONICS TRADING LTD. (TAIWAN BRANCH) :-BF. K Y Wealthy Bldg . 206 Nanking E. Ro C. 2, Taipei, Taiwan R.O C. Tei: (02) 536-4339, 551-6248/9 Telex 24444 














[LETTER FROM PYONGYANG 











Exercise at sunrise; Kim Il Sung in young company. 


Orbit « Pyongyang remains 
a rare — perhaps the only — capital 
in Asia where neither drugs nor sex can 
be bought. Admittedly, in the case of 
sex the hiatus may only be temporary. 
The Ansan Club, a stone’s throw from 
the Potong-gang otel, reportedly at 
one time had several Thai “hostesses” 
catering for foreigners such as resident 
Japanese businessmen. But prices were 
high, business was less than brisk, and 
the pace of life left something to be de- 
sired. After a few months the Thais left. 
Rumour has it that Filipinas are being 
sought to replace them. 

Such an arrangement is characteris- 
tic of North Korean hypocrisy. Pyong- 
yang (rightly) lambasts South Korea for 
its sex-tourism, but allows the Ansan 
because Korean women are not in- 
volved. (Whether Korean men are in- 
volved is a matter of lively speculation.) 
By a similar logic, no doubt, do North 
Korean diplomats overseas smuggle 
drugs which would never be counte- 
nanced within North Korea. 

Nonetheless, there is one respect in 
which Pyongyang is by no means coy on 
matters sexual and stimulant. As read- 
ers of North Korea's Foreign Trade 
magazine will know, the wares adver- 
tised for sale overseas have long in- 
cluded — in addition to the usual array 
of machines and consumer goods — a 
whole range of tonics, elixirs, and all- 
purpose medications. Recently it would 
seem that North Korea is making a de- 
termined pitch for the health-food mar- 
ket, as both the number of such pro- 
ducts and the claims made for them 
have grown. 

Thus, the February issue of Foreign 
Trade features ads for medicinal mush- 
rooms, “teas for longevity" (including, 
but by no means confined to, ginseng: 

. . improve the functions of all inter- 
nal organs . . . prevent senility and pro- 
long one's life"), and even quail eggs — 
"high curative effect on hypertension, 
neurasthenia, metabolic disorder and 
other diseases." And January's issue 
trumpets the varied virtues of salted sea 
urchin (*very good for weakly persons, 
patients, and women in childbed"), and 
even a newly invented medicine, leuko- 
bin, which is claimed to cure leukemia. 

In keeping with the Juche philosophy, 














not a few of these substances are related 
to traditional Korean herbal remedies; 
though care is taken, in these modern 
times, also to describe their chemical 
function in scientific terms. Just how ef- 
fective thev really are is difficult to 
know, but à clue may be provided by à 
little-noted incident from 1984. 

When North Korea offered "aid" to 
the South after floods in September of 
that vear, the items donated included 
— besides rice, cement and cloth — à 

uantity of medicines. These last, and 
diete only, were never in fact distri- 
buted in the South. Rumour has it that 
the South Koreans found them incredi- 
bly antiquated, and hence suppressed 
them in order neither to embarrass 
Pyongyang (for once) nor to endanger 
their own populace. 

Of course, this may be only a vile 
Seoul slander. What if the converse 








were true, and the a agria | 
f 


ticals were so brilliantly effective that 
the South dared not let its people find 
out? True, in many parts of the world 
traditional indigenous medical lore is 
being increasingly vindicated in scien- 
tific terms. And yet, as one reads the 
North Korean ads, there is an inescapa- 
bly old-fashioned and vaguely suspect 
air of the Victorian patent remedy 
about many of these items. 


ake Pullonamsan Tonic, for in- 

tance, (in fact, take it three times 
daily, half an hour before meals). This 
“... prevents the senility of organic cells 
and destruction of tissues, refreshes the 
brain, enhances the sexual function, im- 
proves the skin, and revives adoles- 
cence” — and thus it continues, for a 
further three paragraphs. 

A wide range of different Korean 
firms are involved in this trade. The 
main specialist, however, would seem 
to be the Mannyon Health Corp. The 
name means “10,000 years” (i.e., 
longevity), and the company's two-page 
spread in February's Foreign Trade 
proclaims it to be “A Reliable Supplier 
of the Elixir of Life." Interestingly, 
Mannyon claims to have three hospitals 
and three pharmaceutical factories 
Overseas (location unspecified), run as 
joint ventures. 

Pride of place, however, must surely 








_ method and style." Mind you, he noted 
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go to a product from a rival firm, 
Changsa Trading Corp. Vitaton (“elixir 
of life, rejuvenator"), prepared from 18 
different medicinal herbs, has some re- 
markable effects. Tests showed that it 
»rolongs the life of fruit-flies and rats, 
but something more definitive was evi- 
dently needed. A bold experiment was 
therefore undertaken. To quote: 
“Vitaton was administered for te 
days to 158 men of more than 45 years 
(37.7% of them were in their sixties) 
who had been suffering from depression 
of gonadotropic function. As a result . . . 
the sexual function of all but two. . . was 
markedly enhanced. During the ten 
days, 120 had sexual intercourse 3-4 
times and 33 more than 5 times. Among 
them are not a few who had been unable 
to enjoy sexual life satisfactorily for ten 
years because of their presenility." 
Such references to sex are not 
exactly commonplace in a North Ko- 
rean organ. (It is notable that only male 
problems are mentioned.) But perhaps 
it is not too fanciful to see deeper con- 
cerns, in this curious preoccupation 


_ with potency and senility. After all, the 
_ dear leader Kim Jong Il himself said that 


“senility is a serious obstacle in the way 
of acquiring the revolutionary work 


that “senility is not simply a physiol 
cal phenomenon; it is an ideologi 
malady caused by lack of fidelity to the 
Party and the Leader” — and perhaps 
not even Vitaton can remedy this. 

As to longevity: there is an old man 
in Pyongyang, who recently celebrated 
his 74th birthday, and who doubtless 
has every reason to be preoccupied with 
long life (in the biological sense) and po- 
tency (in the political sense). 

At one level, Kim Il Sung's quest for 
immortality is enshrined in concrete: 
the symbolic thrust of the Juche tower in 
particular is worth pondering. Perhaps 
the preoccupation with these curious 
and dubious tonics and elixirs is also, in 
its way, a rather pathetic monument. 
For Kim Il Sung, even, is mortal; he will 
die, eventually. One cannot but feel 
that, instead of this bizarre and ulti- 
mately panacean stress on senility and 


rejuvenation, a realistic recognition of 
limits would be (how shall I say?) much : 
— Aidan Foster-Carter 


more healthy. 
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We want you to come to the Philippines. To see the sights. ‘Id meet 
the people. Tò bask in our sunshine. To join us in celebrating the beginning 
of a new era in our history. 

So we're giving you the best possible incentive: 50% off the regular 
rate of all our rooms and suites until September 30, 

1986. ! 

‘There are no restrictions. Our Fiesta 50% 
Bonus '86 applies to every guest. So come Off! 
now and enjoy all the luxury of Manila’s 













leading hotel for less. : 

Y THE WESTIN PHILIPPINE PLAZA — — 
Manila "XQ 
Luxury by the bay. T 


For reservations, call your travel agent or Westin Hotels or direct phone Manila 832-0701. Telex 40443 FILPLAZA PM. 
pr Westin Hotels in Asia: Hong Kong, Shangri-La € Pusan, The Westin Chosun Beach * Seoul, The Westin Chosun * Singapore, The Westin Stamford & The Westin Plaza € Tokyo, Akasaka Prince Hotel & Tokyo Prince Hotel 


Three days in the life of Lucinda Green. 


The glamour that Three Day 
Eventing presents can be decep- 
tive. The costumes of the riders, 
the gleaming flanks of beautifully 
groomed horses, the combina- 
tion of human control and anim al 
strength are a fine sight, it's true. 


Yet all this formality — 
pageantry, even - descends 
directly from the days of the 
cavalry, when it was vital to 
know that horse and rider could 
together form an effective unit. 

An effective unit they still 
must be. And the equestrian 
world agrees that few riders 
today better demonstrate this 


unity than the World Cham- 
pion, Lucinda Green. 


At 19 Lucinda had won Bad- 


minton, the world's most presti- 





gious Three Day Event. Five 

more Badminton victories have 
followed, each time, significant- 
ly, on a different mount. "Affinity 
with the horse" says Lucinda, 
"has a great deal to do with it.” 


Her fellow riders describe 
Lucinda’s special rapport with 
less reserve. They notice, as per- 
haps only another rider could, 
that her horses alw ays look so 
keen to tackle the next tence. 

What keeps a horse eager and 
confident throughout three de- 
manding days? 

It must respond willingly to 
subtle movements of its riders 
body in the first day's dressage. 
It must show bravery and jump- 
ing ability during the second 
day's cross country. And it must 


have enough stamina for the 
final day's show jumping. 

Lucindas horses are lucky. 
For Lucinda uniquely balances 
the qualities needed in a Three 
Day Event Champion: the 
ability to let a horse do what he 
can do on his own and to give 
him just enough encouragement 
when he needs it. 

These qualities make a rare 
talent. Lucinda has it. And her 
horses love her for it. 

Lucinda Greens watch is it: 
self a combination of rare quah- 
ties, not unlike her own. Her 
Rolex Lady-Date Oyster, with 
its style, precision and hidden 
stamina, is a fitting watch for a 


Three Day Event V 
Champion. 
ROLEX 


of Geneva 


THE ROLEX LADY-DATEJUST CHRONOMETER IN STEEL AND 18CT. GOLD 


Photograph of Mrs. Green, World Champion (Luhmihlen) 1982, by permission of the British Equestrian Federation ‘ j | 
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